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INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT C ORPORATION 


THURSDAY, MAY 1, 1952 


Unrrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND ForEstTrRY, 
Washington, D.C. 

The committee met, pursuant to rec =" at 10:10 a. m., room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) pre- 
siding. 

Present: Senators Ellender, Aiken, and Mundt. 

Also present: Paul J. Cotter, chief counsel for investigations, and 
Edward C. Kennelly, assistant counsel for investigations. 

The Carman. The committee will please be in order. 

Will you come forward, Mr. Walker. Will you raise your right 
hand? Do you solemnly swear to tell the truth, the whole truth, and 
nothing but the truth, so help you God ¢ 

Mr. Wacker. I do. 


TESTIMONY OF CLOVIS D. WALKER, DIRECTOR, COTTON BRANCH, 
PMA, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Correr. Mr. Walker, will you state your full name for the 
record ¢ 

Mr. Wacker. Clovis D. Walker. 

Mr. Correr. What is your position with the Department ? 

Mr. Warker. Director of the Cotton Branch. 

Mr. Correr. How long have you held that position ¢ 

Mr. Waker. Since 1946, I believe—I do not remember the exact 
date. 

Mr. Corrrr. But roughly that? 

Mr. Waker. That is right. 

Mr. Correr. Could you very briefly give us the functions of the 
Cotton Branch ? 

Mr. Warker. Well, it is rather twofold. No. 1, we have the super- 
vision of all of the classification of cotton, the Smith-Doxey and the. 
other classing officers of both types what we call the farm A where 
people pay to have the cotton classed and the Smith-Doxey is where 
the farmers are entitled to the free classification. 

Also, in the case of a dispute between the purchaser of cotton and 
the seller, why, we have an arbitration board that they refer them to, 
to have the official classification of the cotton rendered, which is in 
the main binding on all parties after that classification is rendered. 

And then we have the supervision of the Marketing News that goes 
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out, the spot quotations and the daily quotations of cotton, some of the 
quotations of the futures, getting that information to the public, and 
then, on the other hand, we have the responsibility of the Commodity 
Credit loans and operations. 

Mr. Correr. The regular price-support program ¢ 

Mr. Wacker. Yes, sir; that is right. 

Mr. Correr. In that connection, do you also handle storage ¢ 

Mr. Waker. Yes; we do. We have to do with getting up the 
storage contracts for approval by the warehouseman, and in entering 
into agreement with the warehouseman as to rates, deciding the proper 
rates, I should say for the storage of the cotton and the various 
commodities. 

Mr. Correr. Storage agreements, and so forth? 

Mr. Wacker. That is right; yes, sir. 

Mr. Correr. What is the date of your take-over on your cotton loans ? 

Mr. Waker. I believe 1 am correct in that, Mr. Bell; it is July 
ol? 

The Cuatmman. Will you step forward, please ¢ 

Mr. Wacker. Mr. Bell, I might saw, is the Deputy Director. 

The Cuamman. Have a seat there at the table. 

Mr. Waker. He is directly in charge. 

The CHairman. Do you solemnly swear to tell the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 

Mr. Bex. I do. 


TESTIMONY OF ELGIA D. BELL, DEPUTY DIRECTOR, COTTON 
BRANCH, PMA, UNITED STATES DEPARTMENT OF AGRICUL- 


TURE 


The CuarrmMan. Give your name in full for the record. 

Mr. Betx. My name is Elgia D. Bell. 

The Cuarrman. Will you answer the question ? 

Mr. Correr. You are Mr. Walker’s assistant ? 

Mr. Wacker. That is right. 

Mr. Bett. That is right. 

Mr. Wavxer. He is Deputy Director in charge of the operations. 

Mr. Correr. Of the operations? 

Mr. Waker. Yes. 

Mr. Correr. I asked for the take-over date on cotton. 

Mr. Bex. It is July 31, sir. 

Mr. Correr. That is very similar to the take-over date in other 
basic commodities; is it not ?—you have your inspections, your weigh- 
up, and your grading, and then you become the owner of the cotton, 

‘with some ramifications special to the program ? 

Mr. Betx. Normally at the take-over date, the cotton has been 
pooled. 

Mr. Correr. Already in warehouses? 

Mr. Beuu. Yes, sir; it is in warehouses. 

Mr. Correr. You are dealing with warehouse receipts? 

Mr. Betx. That is right, sir. 

Mr. Correr. How many of these warehouses do you have, Mr. 
Walker ? 

Mr. Waker. I would not know that number. 
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Mr. Correr. Cotton storage. Would you? 

Mr. Bett. We normally have about 1,200 warehouses approved. 

Mr. Correr. Does cotton store well? Do you have any conditions 
of deterioration and so forth ?¢ 

Mr. Bewu. It would be, rather unusual to deteriorate. It would 
have to be rained on quite a lot. 

Mr. Correr. Do you have any preinspection system of your ware- 
houses before you sign agreements ¢ 

Mr. Bevi. For some time the county committee has originated the 
recommendation for approval of the warehouse. To the extent that 
the county committees are familiar with the local warehouse, we 
would have that preinspection. 

Mr. Correr. But you do not require it ¢ 

Mr. Bett. No; normally, preinspection in every case I do not be- 
lieve is required. 

Mr. Correr. Would it not be a pretty important thing to have a 
pretty dry building and have it conform to certain specifications in 
connection with storing cotton ? 

Mr. Beit. Yes, sir: that would be very important. And the De- 
partment is instituting that sort of program beginning this year. 

Mr. Correr. You have not done that prior to this? 

Mr. Bexxw. I would not be certain about that, sir. I believe there 
has not been an absolute requirement for that preinspection. I would 
not want to be certain about it. 

The Cuartman. The program has worked pretty well in the case of 
cotton without that inspection; has it not / 

Mr. Bei. Yes, most of the warehouses have been under agreement 
for «a number of years and we are not having any material losses. 
I think it has more or less taken the place of an annual inspection, 

The CHarrman. These warehouses are owned privately ¢ 

Mr. Bett. Yes, sir. Many of them are under the Federal Ware- 
housing Act, and they do have a rather rigid system of inspection. 

Mr. Correr. I wanted to ask that. What percentage of the cotton 
warehouses are under the United States Warehouse Act ¢ 

Mr. Betz. I do not believe I can give you the number. 

Mr. Correr. Would it be a high percentage / 

Mr. Bei. The percentage of the volume of storage is about 40 per- 
cent of the total. 

Mr. Correr. Under the United States Warehouse Act ? 

Mr. Beri. Under United States Warehouse Act; that is right. 

Mr. Correr. Would you say there is a preinspection and a rigid 
qualification and an inspection of the commodity after it is stored 
there in those cases ? 

Mr. Betw. Yes, sir, under the Federal Warehousing Act. 

Mr. Correr. Could you give us your present inventory, Mr. Walker, 
or would you prefer to let Mr. Bell state it? 

Waker. I think that Mr. Bell checked on that this morning. If 
he has those figures. 

Mr. Bein. We have about 250 bales of 1948 cotton. We have about 
1.800 bales of 1949 cotton. We have about 200 bales of 1950 cotton. 
And we have about 350.000 bales of 1951 loan cotton. 

The status of those: The 1948 cotton is what we call owned cotton. 
The Commodity Credit Corporation has taken title to it. 
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Senator Arken. You had 2,350 bales of Government-owned cotton ? 

Mr. Bewx. 1,900 bales of 1949 crop, and the 1950 crop is still in a 
pool status and is being offered for sale on an every-other-day basis. 

Senator Arken. That is 2,350 bales of Government-owned cotton? 

Mr. Beti. The 1948 cotton is Government-owned. The 1949 and 
1950 cotton is in the pool status, being sold for the account of the 
producers. 

Senator Arken. And the producers will benefit from any profit 
which may be made? 

Mr. Be.t.. From the 1949 and 1950 cotton ; yes, sir. 

Senator Arken. Is that the smallest amount that you have had on 
hand for almost 15 years of Government-owned cotton ¢ 

Mr. Beww. I would say it is the Smallest amount we have had for 
many years. 

The Cuarrman. It is 250 bales that is Government-owned. 

Senator A1rken. Government-owned ¢ 

Mr. Betx. That is right. 

The Cuarrman. Why has it not been sold? 

Mr. Bei. It is being offered on an every-other-day now for sale, 
and it has gone down from some 6,000 bales when we closed out the 
pool last year to 250 bales. 

Senator Arken. Is it of low quality? 

Mr. Bex. Sir, I am not sure about that. It may be that it is really 
very good cotton where the price at which we acquired it under the 
loan program makes it a little bit difficult to move. 

Senator A1rken. You anticipate that 350,000 bales of 1951 cotton 
will be largely redeemed ? 

Mr. Bei. We are having about 25,000 bales of that cotton redeemed 
a week. We expect by July 1 to have 100,000 to 125,000 bales of it left 
in the loan. 

The Cuairman. Would you state for the record the conditions under 
which you must sell this 250 bales that is Government-owned ? 

Mr. Bev. It is being offered under the sales policy of market price 
or 105 percent of current support whichever is higher. The sales 
policy for disposal of pool cotton is that we must get the higher, the 
market price or the investment in the cotton, or 105 percent of the 
current price support which is required under the law. 

The Cuairnman. You should not have any difficulty in disposing of 
that cotton then. 

Mr. Beit. The quantities that we have have been selling pretty con- 
sistent ly every 2 days. 

The CuatmrMan. It might be interesting to know to what extent have 
you reduced your operating force in view of the fact that you have 
so little cotton on hand. 

Mr. Bevi. Senator, Mr. Biggs in New Orleans Commodity Office 
handles the sales activities. The extent to which he has reduced his 
force I do not think I could answer. 

Mr. Correr. What is your normal carry-over, Mr. Bell? 

Mr. Bei. You mean the price-support crop ?¢ 

Mr. Correr. Your poriecays situation. 

Mr. Bett. The over-all situation? 

Mr. Correr. Yes. 

Mr. Be.i. We expect the carry-over August 1 to be down to about 
2 million bales, which is about the same as it was a year ago and which 
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is the smallest carry-over we have had since 1924. It is much below 
what we have experienced the last 25 years, I should say. 

Mr. Correr. I think you have testified that the length of time that 
cotton is stored does not materially affect its grade if it is properly 
stored. 

Mr. Bett. That isright,sir. I believe there isa bale of cotton stored 
in the country, probably in New Orleans, that has been in storage for 
some 50 years or more, and it is tested periodically and there has 
been no very material deterioration in the quality of it. 

Mr. Wacker. There is one in New Orleans and one in Clemson Ex- 
perimental Station, Senator. 

Mr. Correr. What has been your experience with respect to con- 
versions ¢ 

Mr. Betz. Our experience in cotton, as I understand, conversions 
have been practically nil. I believe 4 or 5 years ago there were a 
couple of cases, one involving approximately 200 bales of cotton, and 
one involving around 20 bales of cotton. 

In the first instance, suit was instituted immediately upon discovery 
of the incident, and the judgment was obtained against the parties in- 
volved, and a substantial portion of that claim has been recovered and 
other measures are being taken to collect the remainder. 

But, generally speaking, the loss of cotton or conversion of cotton 
under the loan program since 1933 is negligible. 

Mr. Correr. Mr. Walker, do you know Jack Cowart ? 

Mr. Waker. Yes, | know Mr. Cowart. 

Mr. Correr. When he was employed with the Department of Agri- 
culture, did he ever bring pressure on you or any employees of your 
branch to store cotton or any other commodity in the Baton Rouge 
warehouse / 

Mr. Wacker. No, sir. 

Mr. Correr. You are quite sure of that / 

Mr. Wacker. I am sure, as far as I] am concerned. You might ask 
Mr. Bell. They could have contacted them without me. 

Mr. Correr. Mr. Bell? 

Mr. Beii. No,sir, I never talked to him about the matter. 

Mr. Correr. Was there a time that the cotton warehousing program 
was not under your jurisdiction, or have you always handled the ware- 
housing of cotton ? 

Mr. Wacker. Well, Mr. Bell could give you more of the details, but 
[ would say this: that Mr. Biggs has been in the past year largely re- 
sponsible for the warehousing and, as Mr. Bell stated, he is under the 
supervision of the Commodity Credit Corporation group and is not 
directly under our supervision, as such. We cooperate and work 
with him. 

Mr. Correr. Does the Cotton Branch have the responsibility at the 
present t ime for storage of cotton ¢ 

Mr. Warker. At the present time, yes, sir. We have not always 
had that. 

Mr. Correr. I think there was a time—— 

The Cuamman. How far back ? 

Mr. Correr (continuing). That you did not have that. 

Mr. Wacker. That isright. We hada shipping and storage branch 
that had that responsibility for a while. 
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Mr. Correr. Were the functions of this storage program placed 
under Mr. Hudtloff in the Warehousing and Transportation Division ? 

Mr. Waker. That is right; that is what I had reference to. 

Mr. Correr. Together with all other storage and warehousing func- 
tions / 

Mr. Waker. That is correct. 

Mr. Correr. Can you give us the date that that occurred ? 

Mr. Waker. I am sorry, I cannot. Mr. Underhill from the Com- 
modity Credit Corporation office is here. Perhaps Mr. Underhill 
could. 

Mr. Correr. Can you, Mr. Bell, give us an idea? 

Mr. Bewx. I would say about 1946, I would think—I am not sure 
about that. 

Mr. Correr. And to when—until what date? 

Mr. Betz. July, a year ago. The responsibility for storage of cot- 
ton, so far as Commodity Credit Corporation cotton was concerned, 
was transferred over to the Cotton Branch. 

Mr. Correr. Did that increase your functions materially ? 

Mr. Bewx. Yes, it added quite a little more responsibility. 

Mr. Correr. Do you see any advantages or disadvantages in having 
the storage in your own branch rather than in an independent ware- 
housing and transportation division ? 

Mr. Bett. When the responsibility, the direct responsibility, was 
vested in the T. & W. Branch we had to work with them very closely 
in developing the storage agreements and inventory programs, and 
that sort of thing, because there was a close tie-in with the operations 
of the price-support program. Consequently, we did not find when 
the work came over to us as a direct responsibility, that it materially 
increased our work, because we had had to work so closely with them, 
although they were directly responsible for it. 

Mr. Correr. Was the operation more efficient in your branch or 
under the Warehouse Branch? 

Mr. Bett. Well, we think since we handle the field operations of 
obtaining loans and disposing of the cotton, the fact that we have all 
of the functions more or less centered there in the branch, we get bet- 
ter coordination and probably less lost motion than we would other- 
wise. 

Mr. Correr. What about the duplication with each Branch going 
through the same operations with respect to export and import— 
would there not have been a very substantial duplication, and would 
you not have to have experts in warehousing, and so forth, in each 
Branch ¢ 

Mr. Betx. Well, certainly, we would need someone who was familiar 
with the warehousing problems. However, we work very closely with 
Mr. Biggs of the PMA Commodity office in New Orleans in develop- 
ing the storage agreements and seek his advice on instructions and 
that sort of thing before they are put out officially as operating pro- 
cedures. 

Mr. Correr. Mr. Walker, this inquiry must also concern itself with 
the fitness of the persons who have the responsibility for administering 
these storage programs. 

It has come to our attention that your conduct in connection with the 
special procurement program of Egyptian cotton may have been 
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inconsistent with the responsibilities of your office and the best inter- 
ests of the Government. 

I would like to go into that in some detail with you. 

Mr. Wacker. Well, 1 would say in that connection, if it is your 
desire and the desire of the group here at this time, as you may know, 
that has been the subject of an investigation which, so far as I know, if 
it has been completed, I have not been apprised of the fact, and I 
would not want to do anything at this time that might prejudice the 
case in any way, not knowing specifically what it covered. 

Mr. Correr. Prejudice the case against you / 

Mr. Waker. Yes, sir; that is right. 

The Cuarrman. You are still connected with the Department, 
though, are you not / 

Mr. Wacker. Yes, sir: oh, ves, sir. 

Mr. Correr. We discovered when we were conducting our investi- 

gation of this case that your Compliance and Investigation Depart- 
ment had apparently made a rather comprehensive investigation. 
The information that we have might indicate that you had given 
out advance information to favored sellers to the Government. 
accepted substantial gratuities from these favored sellers and did 
other acts which, as | say, might be inconsistent with your respon- 
sibilities. 

I would like to question you in some detail, but I have also re- 
quested that the investig ating agent who conducted the investigation 
also appear here this morning, and when we get to a certain point I 
will call for him. 

In early LYS were you assigned to enter into a special procurement 
program of long-staple Egyptian cotton / 

Mr. Wavker. Wes, sir, I was designated as the contracting officer. 

Mr. Correr. Yes. In that connection will you tell us what you 
did ¢ 

Mr. Waker. I believe I would have to refer to the—I would say 
that back in February 12, that there was a press— 

The CuarrmMan. What year? 

Mr. Wavker. 1951. |Continuing:| That there was a press release 
announcing the desire for the Department of Agriculture as agent 
for the General Services Administration to purchase extra long staple 
cotton. 

Mr. Correr. Does if Say how much / 

Mr. Wavker. No, sir: no. The amount is contidential. 

Mr. Correr. It was a very large amount / 

Mr. Wavker. Well, it was a substantial amount: yes, sir, that is 
correct, 

Mr. Correr. What did you do in that connection 4 

Mr. Wal KER, Well, after the press release, why, this was to be a 
negotiated basis, not a sealed bid, but to receive offers, and then to meet 
with the designated committee to decide what cotton would be pur- 
chased. 

So after the press release, on our first purchases, which was on 
February 14, 1951, and some purchases continued on the negotiated 
basis until February 27, when the last purchases were made—— 

Mr. Correr. February 27th of 19514 

Mr. Waker. 1951. 
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Mr. Correr. You began in February and ended in February; is 
that what you are saying? 

Mr. Waker. That is right. 

Mr. Correr. How much cotton during that period of time did you 
buy from R. & E. Hurie Co. of Egypt ¢ 

Mr. Wacker. Well, I am just a little bit at doubt here under this, 
that the amounts that we bought, being confidential and restricted 
information 

Mr. Correr. Mr. Walker, | think you are overconcerning yourself. 
I think it is a well-known fact in the trade. I think it has been in the 
press. 

The Cuatrman. What do you propose to establish? Could you ask 
him percentagewise as to the amount / 

Mr. Correr. Yes, I could. 

The CHamrman. How much was purchased by this firm. 

Mr. Correr. I think that would accomplish it. 

Percentagewise, how much was purchased by this firm ¢ 

Mr. Warker. Would that be, Mr. Bell, approximately 30 percent # 

Mr. Bex. Yes, sir. : 

Mr. Correr. During the month of February ? 

Mr. Wacker. That is correct; yes, sir. 

Mr. Correr. And dollarwise, how much would that be ¢ 

The Cuarrman. You might disclose the amount if you give it dollar- 
wise, 

Mr. Correr. I think we are being a little too “cloak and dagger” 
about a matter that is pretty much public information. I do not 
want to disclose any secret or top secret or classified information, 
but it is my information that what goes into the stockpile, is con- 
fidential information, and we are not touching that angle at all. 

I am just talking about how much you happened to purchase and 
not the use to which it was put. 

The Cuarrman. But if you develop how much is purchased, Mr. 
Cotter, and we are dealing in Egyptian cotton, you certainly disclose, 
probably, the amount that is on hand. 

Mr. Correr. It does not necessary follow what we do with it. 

Senator Aiken. What was the production of long staple cotton last 
year and the year before ? 

Mr. Wacker. Last year, the final production was 44,000-and what, 
Mr. Bell? 

Mr. Bewx. 45,000. 

Senator AIKEN. 45,000? 

Mr. Wacker. 45,000 bales. 

Senator A1kEN. What size? 

Mr. Wacker. 500-pound, American. 

Senator Aiken. The American bale is 500 pounds ? 

Mr. Waker. That is right. 

Senator Arken. And the Egyptian bale is much more than that ¢ 

Mr. Wacker. 720 pounds. 

Mr. Correr. Should we have the amount of cotton purchased or not? 

The CHamman. Proceed. If you want to develop something that 
he says is secret, it will be up to the witness to answer “Yes” or “No”. 
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Mr. Wacker. Well, I would like to be governed by maybe somebody 
from our own Solicitor’s office, but it would seem to me that since the 
purchases were all made for the stockpiling program—— 

Senator Arken. The amount of the purchases is commonly known, 
is it not? 

Mr. Wacker. That is true, Senator, but—— 

Mr. Correr. Why should it be just classified to this committee / 

Mr. Waker. It only generally is known as has been carried in the 
press, and not by anyone within the Department that is under security 
regulations. 

The CuarrmMan. What you say in the press was more or less guess- 
work, was it not, in many instances ¢ 

Mr. Wacker. Well, I suppose, so far as I know, that it was guess- 
work. ‘ 

The Cnamman. Did you happen to see anything in the press the 
origin of which you could trace as being from the Dep: irtment itself ¢ 

Mr. Watxer. No,sir. I think this: that the sellers of that ecotton— 
of course, they are not under any restrictions, and as soon as they get 
together they can tell how much each one sold and, therefore 

Mr. Correr. Practically everybody knows it but us. 

Mr. Wacker. There is a press release, but that does not release us, 
Senator, under our obligation. 

Mr. Correr. Mr. Walker, in connection with these purchases from 
R. & E. Hurie & Co., did you deal with a Mr. Loutfy Mansour ¢ 

Mr. Wacker. He was here. However, it is required under this 
that they have an American representative. So the cotton was pur- 
chased by Andrews & Ramsbottom from Boston. 

Mr. Correr. That was merely a technicality—is that not right? 

Mr. Warxer. I would say practically so in this case. 

Mr. Correr. You actually dealt with Mr. Mansour? 

Mr. Wacker. Yes; except signing the contract. 

Senator Aiken. Mr. Ramsbottom, you said, is from Boston—Fall 
River is the rea] home—that is near Boston, of course. 

Mr. Wacker. Do you remember their correct address ¢ 

Senator A1iKEN. It does not make much difference. 

Mr. Wacker. They call it both. 

Mr. Bei. | do not know. 

Mr. Correr. Can you tell us the price you paid Hurie for that 
cotton at that time ¢ 

Mr. Waker. Well, again, we are getting back on the information. 
I would say this: That the prices paid for that was in line with the 
other purchases of cotton. 

Mr. Correr. Come, come, Mr. Walker, let us have the price: will 
you? Do you have somebody from your Solicitor’s office here? I 
wish they would advise you, because I do not want to take the re- 
sponsibility. 

Mr. Waker. Thank you, sir. I appreciate that. 

Mr. Correr. I think some of the objections you are raising are 
almost facetious. 

The CHarrman. Are you the Solicitor? Raise your right hand. 
You solemnly swear to tell the truth, the whole truth, and nothing but 
the truth, so help you God? 


Mr. MyYwnatr. I do. 
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TESTIMONY OF E. F. MYNATT, OFFICE OF THE SOLICITOR, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


The Cuarman. Give your name for the record. 

Mr. Mynarr. My name is EF. F. Mynatt. 

Mr. Correr. I want to have you confer with him all you want to. 

Mr. Mywnarr. If that is agreeable. 

The Cuatrrman. Certainly. 

(Conference between witness and counsel.) 

Mr. Mynarr. Mr. Chairman, may I make this statement / 

The Cuarrman. I wish you would. 

Mr. Mynarr. As to the investigation that has been mentioned, it 
is under way. 

As to whether it has been completed or not, I do not know., 

Mr. Correr. Did you not ascertain whether or not the investigation 
has been completed ¢ 

Mr. Mywnarr. Weecan. It has not been sent to the Solicitor’s office 
as vet. 

Mr. Correr. But you knew you were coming before this committee 
to testify on this case this morning? 

Mr. Mynartr. Yes, sir. 

The CuarmMan. When were you notified ¢ 

Mr. Mywarr. I was notified about 9: 15 this morning. 

The Cuarrman. This morning? 

Mr. Mynartr. Yes. 

Mr. Correr. But vour office notified me at 6 o’clock last night. 

Mr. Mynarr. Yes, sir: someone else handled it at that time, but I 
was asked to come up here at 9: 15 this morning. 

Senator Arken. Do you know why they asked somebody who had 
not been handling it to appear before the committee, instead of some- 
body who had been handling it? 

Mr. Mywarr. Insofar as I know, the report has never been in the 
Solicitor’s office. I am told that it has not. We do not know. 

Mr. Correr. Is that a prerequisite for this committee to look into 
the matter ? 

Mr. Mywnarr. No, sir. I do not—TI said as far as my knowledge 
is concerned—no; not as to the authority of this committee. 

In view of the fact that it is under investigation, that some of the 
material is classified, so we understand—that is the reason I was try 
ing to find out here whether this particular information was classified 
or not—and in view of the fact that we do not know whom or what it 
involves we would respect fully ask the committee not to fo into this 
until such time as we could complete the investigation. 

Senator ArKEeN. Do you believe that a belated investigation by an 
executive agency takes full precedence over an investigation by a 
committee of the Congress ? 

Mr. Mynarr. No, Senator Aiken: under no circumstances, 

Senator ArkeN. But you have practically been instructed by these 
people not to give a congressional committee the information with 
regard to this: have you not ; 

Mr. Mynarr. No, sir; I most certainly have not. 

Senator Arken. Why do you not give it, then? Why do you with- 
hold it / Lre you doing it on your own ? 
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Mr. Mynarr. No. May I say this: In two respects, Mr. Chairman, 
the classified material we do not think this witness can testify to if 
it is still classified. Now, he has the knowledge of what is classified. 
1 do not happen to know. I merely would advise him that he should 
not testify. 

Senator Arken. Would you advise the committee as to what method 
a committee of Congress might pursue in order to get information 
which the executive branch desires to withhold from them ¢ 

Mr. Mynarr. No, sir; I could not advise. 

Senator Arken. You do not see anything wrong in our attempting 
to get this information; do you 

Mr. Mynarr. Senator, | am not a judge of that. I am just saying 
that, under the rules as I understand them I would be compelled 
to advise this witness not to give answers that revealed classified in- 
formation. 

Senator Aiken. You say “the rules.” What rules / 

Mr. Mynarr. The rules about disclosing classified information. 

Senator Arken. What is classified information? Can you give us 
a definition of that? 

Mr. Mynarr. | cannot right now. There is, of course, a definition 
of it. I do not just happen to have it with me. I can obtain it. 

Senator Munpr. Mr. Chairman. 

The Cuatrman. Senator Mundt. 

Senator Munpr. I would like to ask the witness a question. 

As I understood, this question around which all of this shadow of 
secrecy is being thrown involved nothing conceivably classified, but 
involved the price that was paid for cotton. Was that not it 

Certainly, you are not trying to tell this committee that that is clas- 
sified information under some regulation ? 

You may have some reason why you do not want to tell it, but, cer- 
tainly, not because it is classified. 

That is your testimony that that is classified / 

Mr. Waker. I could not say that it is entirely classified. It has 
heen requested by the Department not to reveal the prices paid when 
we purchased this, and we have had no additional instructions about 
it. 

Senator Munpr. I am not questioning the fact that you under your 
instructions are to conceal the figure: but, when you try to put it under 
the head of classified information, then I think we better have some 
kind of definition before us of what is classified. We are wasting our 
time otherwise, if the price of a farm produce has now become a clas 
sified figure. That is going pretty far. So, it is not classified then. 
but you are under instructions not to disclose the information for 
some other purpose, but not surely because it is a war secret, or is it? 
I do not know. 

Mr. Warker. I want to cooperate 100 percent with the committee 
and give them all of the things that are right and proper for me to 
vive them. 

Mr. Correr. Mr. Walker, I would like to make the record clear in 
this case, 

The Cuarrman. Mr. Cotter, would vou tell the committee the pur- 
pose of this question, what vou have in mind, and what do you want to 
develop ¢ 
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Mr. Correr. I want to develop the fitness of Mr. Walker to head 
the Cotton Branch, which involves the storage functions, and I feel 
if there is any evidence of his unfitness for that job that it is very per- 
tinent to this inquiry. 

I also would like this question: What is your name, sir? 

Mr. Mynarr. Mynatt. M-y-n-a-t-t. 

Mr. Correr. M-y-n-a-t-t ? 

Mr. Mynarr. Yes, sir. 

Mr Correr. In view of the fact that you have raised this issue, I 
think Mr. Underhill, who has been the liaison officer between the com- 
mittee, my staff, and the Department, and I can very readily agree on 
what the facts of this case are that have been developed up to this 
point. 

He was interested yesterday afternoon to know who we were going 
tocall. I could not tell him until about 3 o’clock after I had checked 
with my chairman. When I did tell him, I advised him that I would 
like to have Mr. Walker and Mr. Harold Mesibov, who is the C. & LI. 
agent we had understood investigated the case for the Department of 
Agriculture. Mr. Underhill later advised me that he had alerted Mr. 
Mesibov to come from New York. And it seems that Mr. Walker 
was out sick or had been complaining of a headache or something the 
last 2 or 3 days. We personally went out and subpenaed him. 

I also asked for a copy of the C. & I. report that I might look 
through it. 

The Cuarrman. What report was that, Mr. Cotter? 

Mr. Correr. The C. & I. report in this case. 

The Caarrman. As to Mr. Walker’s dealings in this? 

Mr. Correr. That is right. 

The CuarrMan. In this matter? 

Mr. Correr. That is right. Mr. Underhill advised he would have 
to get clearance and that his superiors were on the Hill in another 
matter. It was not until 6 o’clock last night that Mr. Underhill called 
me back and advised me that he could not get clearance for my seeing 
the C. & L. report which he was going to send up to me last night, and 
that they had instructed Agent Mesibov not to come down from New 
York. I informed Mr. Underhill that I was going to press to have 
Mr. Mesibov here, because we had an arrangement with the Depart- 
ment whereby they were supposed to produce the witnesses voluntarily. 

At that time he stated that the reason for not releasing the report 
and not producing Mr. Mesibov was the President’s Executive order. 

Now, so far as I know, the President’s Executive order deals with 
loyalty, and I could not see its pertinence. 

My purpose in having Mr. Mesibov was that since the Department 
had made an investigation and we had only made a preliminary in- 
vestigation—we both work for the same Government—and because 
the Department had permitted us to use the C. & I. agents in the con- 
version cases, I could see no good reason why they should refuse it in 
this case—— 

The Cuatrman. They actually refused it, Mr. Cotter / 

Mr. Correr. They said they were not going to produce the report 
because of the President’s Executive order. Is Mr. Mesibov here this 
morning ¢ 

Mr. Unverniny. No. 


Senator Aiken. Is he here? 
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Mr. Correr. You say no, Mr. Underhill? 

Mr. Unpernity. Yes. 

Mr. Correr. Are the facts, as I related, substantially correct ? 

Mr. Unperuini. That is correct. 

Mr. Correr. Why is he not here, Mr. Underhill? 

The Cuarrman. Would you be sworn? 

Raise your right hand. Do you solemnly swear to tell the truth, the 
whole truth, and nothing but the truth, so help you God? 

Mr. Unverniw. I do. 


TESTIMONY OF W. E. UNDERHILL, STAFF ASSISTANT TO THE 
DEPUTY ADMINISTRATOR FOR COMMODITY OPERATIONS, PMA, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


The CHarmMan. State your name in full for the record and your 
connection with the Department of Agriculture, Mr. Underhill. 

Mr. Unpernitn. W. E. Underhill, staff assistant to Elmer Kruse, 
who is vice president of the Commodity Credit Corporation. 

Mr. Correr. When | informed you last night that I did want Mr. 
Mesibov here, did you receive instructions not to get him ? 

Mr. Unperuity. I am not quite sure that I get the time sequence of 
your question. Are you referring to after 6 o'clock. 

Mr. Correr. You called me first and said that he would be here, was 
on his way down. You called me back later and advised that, in view 
of the position that the Solicitor and your superiors had taken, you 
were not going to bring him. 

Mr. Unperninn. The only testimony he could give would be con- 
cerning the investigation and the contents of it. He had no inde- 
pendent knowledge of it. We had been instructed not to bring him. 

Mr. Correr. That is right. And the reason you gave was that. it 
would be in violation of the President’s executive order. 

Mr. Unpernity. That is right. 

Senator Munpr. Who instructed you to say that ¢ 

Mr. Unperniy. | conferred with my superior in this case. It was 
Mr. Gus Geissler. He, in turn, conferred with the representative of 
the Solicitor’s office. 

Senator Munpr. Whaat is his title? 

Mr. Unpveruiti. He is Administrator, PMA. 

Senator Munpr. Mr. Geissler is? 

Mr. Unperninv. Yes. 

Senator Munpr. It is under his instructions that you have told the 
committee what you have told them ¢ 

Mr. Unperuity. His instruction is based on the Solicitor’s inter- 
pretation of the President’s Executive order. 

Mr. Correr. Can we direct a question to you, Mr. Mynatt ? 

Mr. Mynarr. Yes, sir. 

Mr. Correr. This issue relates solely to the fitness of Mr. Walker 
to head up the Cotton Branch. 

Do you feel that it is right to cloak this thing with international 
classifications and so forth—is that a necessary part of it—or do you 
feel that, as we have a part of the information and the use of your 
agent will only save this committee time and expense of subpenaing 
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other witnesses, it would not be more fitting that you put your agent 
on and give us the facts of the case that relate just to our issue? 

Mr. Mynarr. May I answer that this way: that your question 
goes to the policy determinations of which I am not concerned as a 
lawyer in the Department of Agriculture. It is out of my field. 

Mr. Correr. What policy determination ¢ 

Mr. Mynarr. Policy as to whether it would be fitting to give— 
whether the international situation requires that it be. I would like 
to—may I read the order involved ¢ 

Mr. Correr. Surely. 

Mr. Mynarr. It isa Presidential directive of August 3, 1948. Now 
the original one—— 

Mr. Correr. Why do you not read the first one of March 13, 1948? 

Mr. Mynarr. That referred to the loyalty. This is the—— 

Mr. Correr. I think you ought to read it and then we will get to 
that. 

Mr. Mynarr. I do not have a copy of it. 

Mr. Correr. I do not vouch for the authenticity of this, but that 
is it. 

Mr. Mynarr. I brought only the other one. Do you wish for me 
to read this? 

The Cuarrman. Proceed, Mr. Cotter asked you to read it. 

Mr. Mynarr. Do you wish me to read it? 

The CuHarrmMan. What is it? 

Mr. Correr. It is the Executive order, the President’s Executive 
order dealing with loyalty. 

Mr. Mynarr. I am not going to read any part of this. I am going 
to read the second one that was issued, the second directive. 

Mr. Correr. Is that not merely an extension of the first? T have 
never seen the second. 

Mr. Mynarr. Would you like to look at it? 

Mr. Correr. You can read it. I do not care to. 

The CuarrMan. Which one is in effect ? 

Senator A1kEN. Why do you not want to read the first one ¢ 

Mr. Mynarr. It is perfectly all right. It is just a question of time. 

Senator Arken. I wondered why you said you were not going to 
read it. 

Mr. Mynart. Because the second one— 

Senator Arken. Is it identical ? 

Mr. Mywnarr. No, sir: it 1s not. 

Senator AIKEN. Does it supersede the first one? 

Mr. Mynarr. It amends it: yes, sir, and 

Senator A1keN. Does it supersede it in every way ¢ 

Mr. Mynatr. Yes: I think it does. 

The CHarmman. Read both of them—read the one that was first 
made by the President and then the amended one. 


Mr. Mynarr. All right, sir. | Reading:| 
Tike Erricienr AND JusT ADMINISTRATION OF THE EMPLOYER-LOYALTY PROGRAM 


Executive Order No. 9835 of March 21, 1947, requires that reports and records 
and files relative to the program be preserved in strict confidence. This is neces- 
sary in the interests of our national security and welfare to preserve the confi- 
dential character and sources of information furnished and to protect Government 
personnel against the dissemination of unfounded or disproved allegations. It 
it necessary, also, in order to insure the fair and just disposition of loyalty cases. 
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For these reasons and in accordance with the long-established policy that reports 
rendered by the FBI and other investigative agencies of the executive branch 
are to be considered as contidential, all reports, records, and files relative to the 
loyalty of employees or prospective employees, including reports of such investi 
gative agencies, shall be maintained in confidence and shall not be transmitted or 
disclosed except as required in the official conduct of business. Any subpena or 
demand or request for information, reports, or files of the nature described 
received from sources other than those persons in the executive branch of Govern 
ment who are entiled thereto by reason of their official duties shall be respectfully 
declined on the basis of this directive, and the subpena or demand or other request 
shall be referred to the Office of the President for such response as the President 
may determine to be in the public interest in this particular case 

There shall be no relaxation of the provisions of this directive except with my 


express authority 

The Ciamman. Read the one which you say is in force now. 

Mr. Correr. Did you give the date of that ? 

Mr. Mynatr. The date is March 13, 1948. Now this is the addi 
tional directive. 

The CuarmmMan. What is the date? 

Mr. Mynarr. August 5, 1948. May I say that this was sent to the 
executive agencies by the Office of the President: 

A. In responding to a written request from a congressional committee for in 
formation relating to the employment of individuals the Department or agency 
may forward to the committee all unclassified routine papers such as standard 
form 57, record of promotion, efficiency ratings, letters of recommendation, and 
so forth 

The CuarrmMan. Is that the one you are relying on / 

Mr. Mynarr. No, sir, Lam relying on B. 

The Cuarrman. Will you read B? 

Mr. Mynartr (reading) : 

B. No information of any sort relating to the employee's loyalty 
that, of course, comes back to this first one 
and no investigative data of any type, whether relating to loyalty or other 
aspects of the individual's record shall be included in the materials submitted 
to a congressional committee; if there is any doubt as to whether a certain 
document or group of documents should be supplied the matter should be 
referred to the White House 

Therefore, Mr. Chairman, it is on the basis of the part I just 
read—— 

Senator ArKken. Has this matter been referred to the White House ? 

Mr. Mywnarr. I am not aware of that. It has not by our ofhice, I 
abi sure, 

The CuarrmMan. Do you mean in this particular case? 

Senator A1ikEN. Yes. 

The Cuairman. I do not think it could have been. It just hap 
pened within the last 14 or 20 hours. 

Senator Aiken. It has been going on for several weeks, that is, the 
Investigation, 

The Cuainman. I am referring to the request to have Mr. Walker 
come before this committee. I think Mr. Cotter made it very plain ua 
while ago that the purpose of the questioning was to determine the 
qualifications of Mr. Walker to hold the position that he now has. 
Would that not necessarily include going into the FBI files and 
everything else connected with his employment 4 

Senator Munpr. I did not understand we were raising any ques- 
tions about his loyalty. 
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Mr. Correr. There is no issue about his loyalty here. 

The Cuairman. Not loyalty? What else does it cover? 

Mr. Mynartr (reading) : 

And no investigative report of any type, whether relating to loyalty or other 
aspect of the individual’s record shall be included in the materials submitted 
to a congressional committee. 

Senator Munopr. I still do not see how that applies to the price of 
cotton. That is the question. 

The CuarMan. That is not the question, though. As I understood 
Mr. Cotter’s line of questioning it was for us to determine whether 
or not Mr. Walker is competent. 

Senator Munpr. That is right. 

The Cuarman. Is that correct ? 

Mr. Correr. Whether he is the proper person to head and discharge 
these important functions. 

Senator Munpr. He asked what he paid for certain cotton pur- 
chases. 

Mr. Correr. That is correct, but that is only a minor incident of it. 

I ask you, Mr. Mynatt—you do have that Executive order, but do 
you want to hide behind it? We have been working with you people. 
We have been reading your—— 

The Cuarmman. Just a minute. Mr. Cotter, is it a question of 
hiding behind it? 

Mr. Correr. Is it not? 

The CuarrmMan. They have a directive here. They are employees 
of the executive department. There is an order from their superior. 

Senator Munpr. There is nothing in that order that would make 
him unwilling to tell us the price he paid for cotton. There is noth- 
ing covered in that order on that. 

The CuarrmMan. I agree to that. 

Senator Aiken. Mr. Chairman 

The Cuatrman. But I am speaking of this investigation. 

Senator Munpr. The C. & L. report. 

The Cuarrman. That is what | am talking about. 

Senator Munpr. But I mean, we are hung up here on the price of 
cotton, and I think we ought to stick to that. 

The Cuatrman. Certainly. 

Senator Munpr. And move to the next point and see what he says. 

Senator Arken. May I make a statement, Mr. Chairman ? 

The Cuarrman. Yes. 

Senator Arken. For some time | have had possession of what is 
alleged to be the facts and which it now appears to me, probably, are 
the facts in relation to the purchase of large quantities of the Egyp- 
tian cotton for the United States. 

It appears that some of these purchases were made at a price rang- 
ing from 15 to 50 cents a pound above the market price at the time. 

It appears from the report that Mr. Walker dealt with a friend of 
his representing the Egyptian cotton interests. Others tried to get 
in, and they could not get in. It appears that there were millions of 
dollars of undue profits made which may have been shared by people 
not entitled to share them. 

It appears that a complete investigation would bring in the names 
of at least two members of the President’s Cabinet, although I have 
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no indication that either one of them—and I do not believe that either 
one of them—shared in the undue profits. 

And I think that may explain iy by Executive order we are pre- 
vented from getting the information we are asking for this morning. 

And they can just take their choice between having this informa- 
tion given to this committee or put into the Congressional Record. If 
they want to continue to hold it up, let them go ahead and do it, but 
it is going into the Congressional Record if they refuse to give it to 
this committee. 

Mr. Correr. I would Irke to explain my statement “Do you want to 
hide behind it? 

I am addressing that to you for this reason: We can develop these 
facts through independent witnesses and through questions of Mr. 
Walker, but the Department of Agriculture can short-circuit that. 
You have the facts already. I think in fairness to Mr. Walker, if 
these allegations and so forth are not true, that you should come 
forward and refute them. I think if they are true that we are en- 
titled to know about them. And the Department of Agriculture should 
bring them out and take some action on them. 

The first publicity in connection with this matter was as early as 
February 22. Our investigation is not going to last forever. We 
would like to clean these matters up. We have relied on the De- 
partment to assist us, and you have in facilitating our coverage of 
this field. This seems to be an exception that is being made with- 
out good reason. As I say, you have your executive order, + I am 
sure that you can rely on not turning over confidential files, but we 
have been examining any number of your investigative files, and I did 
not understand that this was a mandatory prohibition unless you 
want to use it. It is up to you people, of course. 

Mr. Mynarr. May I answer in this way? The Solicitor’s office in 
the Department is not a policy-making agency. We could not make 
that determination under any circumstances. We have only advised 
as to the effect of this order. And I think the order is clear on its 
face. And we are required to advise those in responsible administra- 
tive positions as to what we think the effect of the order would be or is. 

As to seeing other investigations, may I point out the distinction / 
This refers to personnel investigations. This order itself does not 
cover investigations into other activities. And perhaps those you have 
seen had to do—I do not know—— 

Mr. Correr. I do not see how this involves personnel investigation 
any more than any other. They all involve people. This involves an 
alleged irregular transaction on the part of one employee. 

The Cuarmman. Mr. Cotter, why not restrict your questions to that 
and not to the qualifications of Mr. Walker? 

Senator A1ikeEN. This does not involve loyalty. It involves honesty, 
just plain honesty. 

Senator Munpr. May I make a suggestion? It seems to me that 
Mr. Mynatt probably is acting under orders of some superior that he 
is not willing at this time to violate as are apparently all of these 
other gentlemen Mr. Underhill, too. 

I suggest, therefore, that the chairman follow the customary pro- 
cedure and write a letter to the President and tell him that this 
investigation is completely stymied and ask the President to make 
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available to this committee all of the records in the case. If he does, 
we can proceed with those records. If he does not, we can proceed as 
Senator Aiken has suggested. 

Senator A1rken. We will proceed. 

Senator Munpr. I think the time is here when we should decide 
whether this investigation is going to be considered a committee of 
curious children, just asking silly questions, or one by a branch of 
Government spending a substantial amount of the taxpayers’ money. 

That will bring it right to a good sharp head by writing that sort 
of letter. 

The Cuarman. This is the first time during these hearings that we 
are called upon 

Senator Munpr. That is correct. 

The CuHairMan (continuing). To pass upon a question of the quali- 
fication of an employee. 

Senator Munpr. No, I think not. It has always been a question 
of whether he is able or efficient or honest. That has come up with 
these people from Texas, that came up with regard to that, and we 
do not want to get back into that again, and down in Missouri. It is 
involved in all of these cases, whether somebody in Government has 
exercised good judgment or ethics. 

I did not understand that there was any question about this man’s 
loyalty. 

The CHarrMan. We have judged that, though, and we never had the 
point raised before. I desire to make the point that the question 
was never raised before. 

Senator Munpr. You mean as to the efficiency and honesty ‘ 

The Cuatrman. I mean as to qualifications. Mr. Cotter, as I under- 
stand, started out this morning by questioning Mr. Walker in order 
to determine whether he is the man who is capable and should retain 
the posit ion that he now occupies. If we are going into that, it would 
certainly mean, to my way of thinking, probably calling upon the 
records furnished to the Department by the FBI, because if you want 
to go through the whole case, if this committee does that, it is possible 
that we would have to go into it from the time he was first employed 
by the Department. 

Now, whether or not that is within the purview of this committee 
is something else. 

Senator Munpr. I think, Mr. Chairman, we are trying to ascertain 
this gentleman’s ability and honesty on the basis of a certain trans- 
action which our investigator has some knowledge of. He is asking 
facts about the transaction which the witness refuses to disclose. 

The Cuatrrman. I do not believe the witness has refused. 

Senator Munpr. To wit, the price paid for that cotton. 

The Cuamman. The position taken by the witness, as 1 understand 
is, is that it is restricted, as far as he knows. 

Am I correct in that, Mr. Walker? 

Mr. Warker. I would not say that it is marked “Confidential.” 

The Cuatrreman. If it is not— 

Mr. Wacker. And all of those, but it has been the policy of the 
Department not to divulge the prices paid, except the general average. 
And it would seem to me that perhaps—— 

Mr. Correr. Would it not correspond—— 
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Mr. Waker (continuing). The price paid this one individual in 
comparison with the others, or the whole list, since there was a large 
number, and this one supplied, or two or three. 

The Cuarman. Are you able to say whether or not this particular 
individual got a better price than the others? 

Mr. Wacker. I would say that he did not. 

The CuatrrmMan. He did not? 

Mr. Waker. No, sir. 

Mr. Correr. Would you give us the price of cotton that day Y 

Mr. Waker. I was just looking. 

Mr. Correr. That would not be restricted, would it? 

Mr. Waker. No. 

The Cuarmman. Of course not. 

Mr. Warker. Do you have anything on that‘ I was just looking 
here. 

Mr. Correr. I would like to make this statement—excuse me. Mr. 
Walker. As I pointed out, there is an alternative. We can conduct 
further investigations and we can go through the same procedure 
that the C. & L. agent went through, but, as I say, at greater expense 
and more time involved. Personally, I do not see the need of it. I 
do not see the need of invoking this Executive order on this occasion. 

The Cuamman. Mr. Cotter, I wish to say this: As I reeall, when 
Mr. Brannan was first on the stand he said that he would cooperate 
with this committee, and I am satisfied that if I had been viven the 
opportunity of contacting Mr. Brannan to discuss the matter with him 
it may be that we would not have gotten into this difficulty. 

This happened only vesterday, as you know. You discussed it with 
me vesterday, and I feel confident that Mr. Brannan is going to carry 
out his promise to this committee, if he can. 

Senator Munpr. I remember him saying that. Why do we not then 
adjourn the hearing this morning and let you ask the Secretary 
whether he will authorize that ¢ 

The Cuarrman. Why adjourn? 

Senator Aiken. Why would it not be well now to call him without 
adjourning and get authorization for these witnesses to tell us what 
we want to know / 

The CHAIRMAN. Whether it Is restricted or not / Would he know ? 
I do not know. 

Senator Aiken. I think he knows all about it. I do not think you 
would be telling him anvthing. 

The CHAIRMAN. Would you tell the committee the source of your 
information, Senator Aiken / 

Senator Arken. Not now. I will tell the Senator. 

The Cuainman. Why will you not tell the committee ¢ 

Senator A1rken. Because I am not going to subject anybody to any 
persecution on the part of the Department or the Administration. 

Senator Munpw. I think. Mr. Chairman, if you follow the sug- 
gestion- 

Senator Arken. We can get the information, if they will tell the 
facts. That is all we need. 

Senator Munpr. I am inclined to believe that a lot could be accom 
plished if the President would permit these gentlemen to testify and 
let us see the facts. We get no place if we cannot ask a simple ques- 
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tion, “What did you pay a man for the purchase of cotton on a certain 
day‘ I cannot tell you. That it is classified information that will 
let the Russians know how to build an atomic bomb.” That is just 
utterly silly. That is not any more classified than the price paid a 
South Dakota farmer for some wheat, and these people know it. 

When you hang up an investigation on a basis like-that, that is 
treating us, as I say, as a committee of curious children and you are 
showing contempt for the whole investigation. 

There may be some questions he cannot answer, but when you say, 
or ask, “What did you pay Joe Blow for the purchase of cotton?” and 
you cannot tell me because that is a classified bit of information. 

I do not know what his reason is for concealing it. Certainly, it 
makes me realize that there is something wrong in the business or 
he would be willing and proud to say what he paid for it. 

The Cuarrman. Have you anything to say to that, Mr. Walker? 

Mr. Wacker. I would say, if it is the desire of this committee to 
go into that—if it is important as to what we paid one individual and 
not paid the others—it would seem to me, though, Mr. Chairman, 
that the general prices paid and the market on that day and what we 
were able to get this for all go together, instead of just the one indi- 
vidual case. 

Mr. Correr. That is what I was going to develop, Mr. Walker. 

The Cuarrman. Can you give that information ? 

Mr. Correr. You act on the advice of your counsel. 

Senator A1rken. We want to devolop also whether all concerned 
had equal opportunity to bid on these contracts. 

Mr. Warker. That was explained a minute ago, if I may answer 
that, by saying we sent out a press release and notified all of these 
that bids would be accepted on a given date, and that the offers, when 
they came in, were received on a competitive basis and the lower 
ones accepted. That has been the policy. 

Mr. Correr. Did Mr. Mansour have any advance information as 
to what your next highest bids were ? 

Mr. Waker. Not to my knowledge, he could not have. 

Mr. Correr. You never furnished him with any advance informa- 
tion as to what other people were paying? 

Mr. Waker. No, sir; I did not know what the others were paying. 

Mr. Correr. At any time? 

Mr. Waker. No, sir. 

Mr Correr. Were they sealed bids? 

Mr. Wacker. They were not sealed bids. They were turned in at 
different places. Most of those offers were turned in down in Mr. 
Bell's office. There was a rather mad rush around there. 

Mr. Correr. You were in charge of the program and did not know 
what prices were coming in on the bids? 

Mr. Waker. No, sir, I did not look at those. I could not give 
even him the information. 

Mr. Correr. How long have you known Mr. Mansour, Mr. Walker? 

Mr. Warxer. I would say I met him first, I suppose, in 1947. 

Mr. Correr. I understood that it was over a long period of time. 

Mr. Waker. No, sir. 

Mr. Correr. You did not meet him until 1947? 

Mr. Wacker. That is right. Just barely met him then, and the 
first time I was ever really acquainted with him was 1948, I would say. 
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Mr. Correr. Did you become good friends at sometime along the 
line ¢ 
Mr. Wavxer. Well, I would say that he was working with the 
Egyptian Government rather in the same capacity that I am working 
with the Government here. 

Mr. Correr. He was with the Agricultural Department of the 
Egyptian Government ¢ 

Mr. Wacker. Handling their cotton operations. 

Mr. Correr. Did there come a time when he dissociated himself 
with the Egyptian Government and become privately employed with 
this Hurie firm ? 

Mr. Wacker. Yes, I would say to the best of my knowledge—I am 
not sure of the date—late in 1950. 

Mr. Correr. Late in 1950? 

Mr. Wacker. Yes. 

Mr. Correr. Had you met him on several occasions prior to that 
time ¢ 

Mr. Waker. Yes: I had met him on a number of occasions. 

Mr. Correr. Did you become friendly with him by that time / 

Mr. Wacker. I would not say unduly friendly. 

Mr. Correr. You were good friends ¢ 

Mr. Wacker. Yes; that is right. 

Mr. Correr. ['m just trying to establish the degree of your acquaint- 
anceship. 

Mr. Wacker. Yes; that is right. 

Mr. Correr. Was he in this country for the February 1951 trans- 
action ¢ 

Mr. Wacker. He was. 

Mr. Correr. Did he arrive sometime prior to the offering of bids 
and the purchase of this allotment ¢ 

Mr. Wauker. Yes; severaldays. Ido not know the exact date of his 
arrival. 

Mr. Correr. Had you indicated to him that he should be over here? 

Mr. Waker. No, sir. 

Mr. Correr. You had no communications whatsoever with him ¢ 

Mr. Waker. Yes, sir. 

Mr. Correr. He just arrived accidentally at the time that you were 
procuring this cotton / 

Mr. Wacker. I would say I do not know—I did not question him 
about that—I would say that he arrived over here by the articles in 
the newspapers that he saw there was going to be a purchase program. 

Mr. Correr. He had time to get over here after you put out your 
press release; is that right ¢ 

Mr. Wacker. Not after we put out the press release, but this was 
carried ina number of papers. Iam sorry I do not have those with me. 

Mr. Correr. The fact that you were going to make this procure- 
ment was not classified information ? 

The CuarrMan. What appeared in these newspapers / 

Mr. Wacker. The stockpiling program of the Munitions Board. It 
was carried repeatedly for a number of days. 

The Cuairman. Did they mention cotton ? 

Mr. Wacker. Yes. 

The Cuamman. Egyptian cotton ? 

Mr. Waker. Yes; they did. 
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The Cuarrman. In other words, they mentioned that the Govern- 
ment anticipated a purchase program / 

Mr. Wacker. That is right, that the Munitions Board did. 

The Cuamman. Did those articles give any indication as to when 
you would give out the bids ? 

Mr. Wacker. No, sir; but they indicated that it was going to be in 
the near future, and they gave quite a bit of information. I could 
furnish those for the records, if you want them. 

The Cuarrman. I wish you would. 

(The articles referred to are as follows :) 

(See also exhibits Nos. 56, 57—A, and 57—B.) 


EXHIbitT No. 47 


Daily News Record, Wednesday, January *9, 1951] 
Munitions Boarp UNtr VIEWS STocKPILING oF LONG STAPLi 
(By Paul Theis) 


WASHINGTON, January 9.—The Munitions Board's Interdepartmental Stock- 
piling Committee today discussed a recommendation from industry that the 
Board stockpile 750,000 bales of long-staple cotton over the next 5 years for 
the defense effort, it was learned today. 

Final action on the stockpiling recommendation, however, was put off until 
the committee meets again next Tuesday, it was learned. If the proposal is 
approved by the committee—and it is expected that it will be—tinal recommenda- 
tions will be presented to the Munitions Board at its regular meeting January 18. 

The exact amount of the stockpiling program is not known, but the committee 
is considering industry’s proposal for 750,000 bales. This amount would be 
built up over 5 years—the Munition Board's base stockpiling period 

The stockpiling of cotton—long considered essential for the Nation’s 
military needs—was recommended to the Office of Quartermaster General last 
September by the Quartermaster Association. It was also recommended—in 
stronger terms——by the Senate Armed Services Subcommittee on Preparedness 
under Senator Lyndon B. Johnson (Democrat, Texas) 

In its third report on the Nation’s preparedness issued November 27, Senator 
Johnson's group pointed out that the Munitions Board had not set up a long-staple 
cotton stockpile, and urged them to take action “while the price and supply are 
still favorable 

“Long-stuple cotton,” the report stated, “is essential for certain military uses 
ind no thoroughly satisfactory substitute has been found.” 


PROPOSAL STRONGLY SUPPORTED 


The cotton sto kpiling proposal had strong support in Washington today as 
Percy Howe, president of the American Thread Co.. New York: W. Rhea 
lake, executive vice president of the National Cotton Council: Robert Jackson, 


executive vice president of the American Cotton Manufacturers Institute; and 
Read Dunn, Jr., manager of the foreign trade department of the National Cotton 
Council, called on various branches of the Government backing such a program. 

They had appointments on the subject at the Office of the Quartermaster 
General, the Munitions Board, and at the Department of Agriculture, it was 
learned None of the group was available for comment tonight 


January 18, 1951] 
CoMMirree To ApvIseE MUNITIONS BoarD TO STOCKPILE LONG STAPLE 


WASHINGTON, January 17.—The stockpiling of long-staple cotton for defense 
needs W be recommended to the Munitions Board Thursday by the Inter- 
departmental Stockpiling Committee, it was learned here 








STORAGE AND PROCESSING ACTIVITIES OF CCC 1169 


The amount of the stockpile was said to be 750,000 bales to be built up over a 
5-year period—the Munitions Board’s base stockpiling period. This amount was 
recommended to the committee by the cotton industry, it was learned. 

The committee considered industry’s stockpiling recommendations last week, 
as reported by Fairchild News Service, but decided to postpone action on the 
proposal, pending further consideration. 

The stockpiling of long-staple cotton, if approved by the Munitions Board, is 
expected to begin as soon as possible, it was said, probably averaging about 
150,000 bales a year until the entire 750,000 bales are built up. 

Most of this supply will come from Egypt, it is understood, with smaller 
amounts coming from Peru. 

Mr. Waker. It would show that they dated back into January, and 
they stated very frankly that the Munitions Board had decided to 
stockpile 750,000 bales of the long-staple cotton, and they— 

The CHatrman. How was that information procured, do you know ¢ 

Mr. Waker. I have no idea. 

The CHAIRMAN. We have pretty good, sharp, hewspapermen, ] 
ewuess. 

Mr. Waker. That was the first knowledge I had of it. 

The CHatrmMan. They are pretty sharp boys, are they not? 

Mr. Waker. I would say so; yes, sir. 

And then there was later—and before we even sent out our press 
release, as I recall, there was another article saying it had been revised 
downward and that the purchase would be 650,000 bales, instead of 
that, and it was more or less, Senator, public information before our 
press release went out on it in February, announcing that the purchases 
would be made. 

The (CHAIRMAN. How long before that press release was actually 
made did this gentleman, whatever his name is—— 

Mr. Correr. Mr. Mansour. 

The CHatRMAN (continuing). Arrive in Washington / 

Mr. Waker. I am sorry, I do not know the date of his arrival, and 
from memory—lI do not know the exact date of it—pardon me, I will 
back up. 

Are you referring to our press release or to the newspapers ? 

The Cuairman. Your press release. 

Mr. Warker. I would say he was here several days in advance of our 
press release, based on the newspaper reports. 

Mr. Corrrr. How many people sold you cotton at that time among 
how many dealers was this sale divided / 

Mr. Wacker. Do you have that information, Mr. Bell? Is it 17? 

Mr. Betz. The purchase period ¢ 

The CHamman. Wait a minute. Was it a question of dividing it? 

Mr. Wacker. No, sir:a question of the low bidder. 

Mr. Corrrer. I want my question to stand. How many bidders were 
involved—how many people actually participated in the sale of that 
February allotment ? 

The CuatmrmmMan. You did not mean that it was divided ? 

Mr. Correr. No. 

Mr. Betx. I could only give you an estimate on that. 

The Cramrman. Can you get it to us accurately ¢ 

Mr. Bey. I can get it to you exactly how many bids we had each 
day from the 14th throueh the 27th, and how many concerns’ offers 
were accepted and how mai.y were rejected. , 
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(The information referred to is as follows:) 
Exuisir No. 48 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington 25, D. C., July 2, 1952. 
Hon. ALLEN J. ELLENDER, Sr., 
United States Senate. 

Deak SENATOR: On May 1, at a hearing before your committee, we were re- 
quested to supply the number of bids for the sale of Egyptian cotton to the 
Department of Agriculture received on each day from February 14 through 
February 27, 1951. 

The information requested is given below ; we are also showing the number of 
offers accepted and the number of offers rejected each day. 











| } | | 
Date Number | Offers Offers Date | Number Offers | Offers 
| of firms jaccepted '| rejected ? i . of firms jaccepted 1) rejected ® 
nimwcilite oS ROME ELF Sone MRSS! Ea ae, tee eel 
. al as Dk 
Feb. 14 2 | 2 0 || Feb. 21 5 | 1 4 
Feb. 15 s 2 6 ] Feb. 23 8 | 3 5 
Feb. 16 2 2 0 || Feb. 26 s 5 3 
Feb. 19 8 | 0 8 || Feb. 27 | 12 8 4 
Feb. 20 7 1 6 
' ' ' 


! Part or all of offer accepted. 
2 All of offer rejected 
Sincerely yours, 
LioneL C. Hoi, 
icting Administrator. 

Mr. Correr. Were you rejecting offers also on the basis of price? 

Mr. Beww. Yes, sir. 

Mr. Correr. And did you have access to these bid prices daily? You 
had to have access to them, did you not? Somebody had to. 

The Cuarrman. Let him answer the question, Mr. Cotter. 

Mr. Bett. There was a time, I believe it was 2 o'clock of a day, that 
bids had to be in. Normally the bids would come in just prior to the 
dead line. Those bids, most of them, were handed in to my office. We 
prepared a tabulation of the concern, how much they offered, and what 
the prices were. 

The Cratrman. In your original bid did you state how much cotton 
you desired # 

Mr. Bex. No, sir. 

The Cuatrman. You did not? 

Mr. Bei. No, sir. 

The Caamman. All right. 

Mr. Bev. Then, having prepared the tabulation on the first 2 days 
that the offers were accepted, the first of which was the Mth of Feb- 
ruary 1951—— 

Mr. Correr. February 14? 

Mr. Betxw. Of February. I suppose the 15th—it was the next busi- 
ness day—we took the tabulation of all of the offers and the prices for 
each day and went across the street and met in the office of Mr. Frank 
Woolley, who was Deputy Administrator. Mr. Woolley and several 
others were present, some of whose names I know now, Mr. Walker 
and myself-—— 

Mr. Wacker. And Mr. Brasfield. 

Mr. Beit (continuing). Mr. Brasfield, Director of the Fiscal 
Branch, and Mr. Kruse—we reviewed the offers and decided which 
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ones should be accepted and which ones should be rejected. They 
were either accepted or rejected strictly on the price basis. 

The CuarrmMan. Could you tell us the difference between the lowest 
bids you received at which you bought cotton, and the highest on the 
same bidding ¢ 

Mr. Be... To be exact, I would have to refer to our record, Sen- 
ator, but the bids ranged from around $1.20 a pound up to $1.35, de- 
pending somewhat on the quality of the cotton being offered, of course. 

Mr. Correr. Where was that set down, in Egypt or in this country ¢ 

Mr. Betz. That was delivered in this country, fumigated and ready 
to put into storage. 

The Cuatrman. In determining which cotton you desired to pur- 
chase, was it possible for you to purchase cotton on the same day, pay- 
ing different prices / 

Mr. Beit. The same quality of cotton ¢ 

The CuarrmMan. Yes. 

Mr. Beuw. Yes, sir: it was possible. 

The Cuatrman. And did you? 

Mr. Bevx. I would say we probably did. 

The Cuamman. In order to be able to obtain it ? 

Mr. Bet. That is right. 

The Cuarman. Was the offer made in such a way that you could 
tell, by the description of the cotton and the price, the quality of it, so 
that you could, I presume, compare the offers made by the various 
bidders ¢ 

Mr. Bei. Yes, sir. If you will let me develop that just a bit 
further. 

The CuamrMan. Yes. 

Mr. Bett. The Munitions Board set out certain quality specifica- 
tions that had to be met before we could buy the cotton for stock 
piling. We were not authorized to buy any cotton the quality of 
which was below what is referred to in Egypt as “fully good minus a 
quarter.” Each seller had to submit to the Branch before his offer 
was considered a type sample of the cotton against which he was going 
to offer, and have that type sample checked to see if it met the Mu- 
nitions Board stockpile specifications. 

If his sample did not meet the specifications, we could not buy the 
cotton. So, obviously, there was no point in his submitting a bid. 

So, each seller who had a type on file which met the Munitions 
Board's specifications was notified that that particular type of cotton 
had been checked and was acceptable and he could submit offers 
against that type of cotton. 

The CuatrMan. Go ahead. 

Mr. Bett. Each type was assigned a quality evaluation. There- 
fore, we could tell, by the quality evaluation which the board of cot 
ton examiners had given each seller’s type. whether or not his price 
for the same quality of cotton was comparable to someone else’s price 
for the same quality of cotton. 

The Cuarrman. Would you be able to tell us about how many bid- 
ders offered cotton at each time that you called for it, approximately ? 
Mr. Brews. I would say they run about 8 to 10 a day. ; 

The Cuarmman. Eight or ten a day? 

Mr. Betx. That is right. 
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The first day. there were not as many offers, largely due to the fact 
that many of the sellers had not sent in their types and had them 
checked by the review board as to specifications. 

The Cuarrman. A while ago Mr. Walker testified, I think, that this 
concern represented by Mr. Mansour sold about 30 percent of all of 
the cotton that the Government acquired. That is correct; is it not? 

Mr. Bex. That is of the transactions that took place in February 
Dd. 

The Cuarmman. Were there any others that took place ¢ 

Mr. Betxt. Yes, sir. 

The Cuarrman. When was that / 

Mr. Bex. ‘There were some purchases made in December 1951. 

The Cuarmman. Under what conditions /—the same / 

Mr. Beit. Under the same conditions. 

The Cuairman,. That is, by publication that the Government de- 
sired the cotton / 

Mr. Bewu. Yes, sir. 

The Cuatrman. In other words, the same procedure as was fol- 
lowed in February -am I correct / 

Mr. Bett. A press release went out, and we also mailed a letter to 
every importer whose name we had on record and told them that, 
before they could make any offers or participate in any later programs, 
it would be necessary for them to get their types on file and get them 
tested ahead of time. 

Mr. Correr. Where did those instructions originate, Mr. Bell ? 

Mr. Bex. They originated in the Cotton Branch. 

Mr. Correr. From Mr. Walker / 

Mr. Beiu. Yes. 

Mr. Correr. Pardon / 

Mr. Beuxi. The letter that was sent out went out over Mr. Walker's 
signature. 

Mr. Correr. | Say, who originated that Instruction, Mr. Walker / 

Mr. Betx. About testing the types / 

Mr. Correr. Having them on file and testing the types. on file 

Mr. Betu. No; that is a decision of the Munitions Board. They set 
forth the specifications that the cotton purchased had to meet certain 
quality characteristics, and before we could be assured of that we, of 
course, had to determine that the cotton would meet the specifications. 

Mr. Correr. I understand that. Who pays for the expense of this 
testing / 

Mr. Betz. The testing’ 

Mr. Correr. Yes. 

Mr. Bein. The seller pays for that. 

Mr. Correr. On all occasions / 

Mr. Bett. Yes, sir. 

Mr. Correr. That is customary trade practice ¢ 

Mr. Bett. Yes. sir. 

Mr. Correr. Go ahead. 

The CHamman. Were you through answering my question / 

Mr. Beti. I wanted to just proceed just a little further. 

After the letter went out in the fall of 1951, before a seller could sell 
he had to have his type tested. We got into the Branch for testing 
quite P| large number of ty pe samples of cotton from 50 or 4) different 
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concerns, and then before the purchase on December 3, on Friday, 
before that time, a telegram went out to each seller who had an ap- 
proved type telling him that offers would be taken on the following 
Monday for cotton, the type of which has been approved. 

Senator Arken. On what day of the week did this occur? He said 
they went out on the 3d and the bids would be taken the following 
Monday. I would like to know what day of the week the 3d came on. 

Mr. Beti. The offer would be considered on the 3d of December. 
That was Monday. The telegrams went out—— 

Senator ArkeN. The 3d was Monday ¢ 

Mr. Bevi. That is right. The telegrams went out the preceding 
Friday. 

The Cuarrman. As to those telegrams, you sent them only to those 
who had qualified / 

Mr. Betu. Who had types which had been approved in the Branch. 

The Cuairrman. Did you specify the number of bales you desired ¢ 

Mr. Beiu. No, sir. 

The CuHarrman. You simply stated, in effect, that the Government 
was in the market for Egyptian cotton of particular types, and asked 
them to make offers at whatever price they desired to sell / 

Mr. Bex. That is right, sir, and gave them— 

The Cuarrman. Of all of the cotton that was purchased from this 
firm with which Mr. Mansour was the representative, or connected 
with, was any preference of any kind shown, to your knowledge / 

Mr. Bey. No, sir. 

The Cuarrman. Was his cotton handled in the same manner as that 
of the rest of the sellers / 

Mr. Beww. Exactly. 

The Cuatrrman. Was the cotton purchased because it was cheaper 
than the bids offered by others? 

Mr. Bew. The records will show that his prices were very favorable 
compared to the purchases accepted and all offers submitted. 

The Cuarrman. Of all of the people who bid on the various days, 
were there any bids turned down on allocations because of the fact 
that the prices at which the cotton was offered was higher than as to 
some who offered on that same day ¢ 

Mr. Bex. I did not quite get your statement. 

The Cuatrman. In other words, you may have had 10 or 12 bidders? 

Mr. Beuti. That is right. 

The Cuarrman. And from that number of bidders you selected the 
amount of bales you desired and based it on the price at which it was 
offered ? 

Mr. Bei. No, sir. We looked at the price. 

The Cuamman. Was the price the primary thing? 

Mr. Beit. The price was the only consideration. 

The CuarrMan. I see. 

Mr. Bett. We were not after any particular volume of cotton on 
any particular day. 

The Cuarrman. But your object was to get it at the best price at 
which it was offered on that particular day? 

Mr. Betu. I would like to develop, if I might, how the bids were 

*considered. 

The first 2 days of that February sale in 1951 we met in the Deputy 

Administrator’s office, as I mentioned before, a committee composed 
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of several in the Department, reviewed all of the offers and decided 
those which they thought were reasonable prices for that kind of cotton 
on that day. 

After the first 2 days I was advised by the Deputy Administrator 
that so long as we had bids which were not higher than we paid for the 
same quality of cotton the previous 2 days we were at liberty in the 
Branch to go ahead and accept it without bringing it over to his office 
for clearance. 

So, for the rest of that period offers were considered and accepted 
daily on the basis of not accepting any cotton which was priced higher 
than the prices which prevailed the first 2 days. 

Mr. Correr. But still the low bid? 

Mr. Bett. Still the low prices, in all cases. 

Senator Arken. If only one bid came in on a day, would that be the 
low bid? 

Mr. Bett. Yes. If that offer was higher than we paid for that 
same quality of cotton the previous day, we turned it down. 

Mr. Correr. Were there many instances where you only had one bid ? 

Mr. Bet. No, sir. 

The Cuatrman. Were there any instances? 

Mr. Beux. No, sir. 

The Cuatrman. What is the lowest number of bidders that you had 
on one particular day? 

Mr. Beit. Tam not sure. The first day that we bought, the number 
was pretty low. I'd say not over three or four. 

The Cuarrman. Three or four? 

Mr. Beww. Yes. 

The CuatrrMan. Go ahead. 

Mr. Bei. That was largely due to the fact that most of the sellers 
did not have types tested and approved and in a position that we could 
have taken the cotton if they had given us a low bid. 

The Caarrman. Would you say from your memory that the lowest 
number of bidders that you got was three or four? 

Mr. Bex. Yes. 

The Cuarmman. And thereafter what was the average about ? 

Mr. Bei. Around 8 to 10 a day. 

The Cuarrman. Eight to tena day? 

Mr. Bewu. Yes, sir. 

The CuarMan. How would it have been possible for anybody in the 
Department to pass on information to anyone outside so as to give 
them an advantage if this cotton was handled as you say it was; that 
is, through bids? 

Mr. Betz. So far as what an individual was going to bid any par- 
ticular day, it was simply impossible to do that because you did not 
know until his bid reached the office there what it was going to be. 

Senator ArkEeN. You mean you did not call for bids to be submitted 
and opened on the specific day, then, to the trade as a whole? 

Mr. Bewx. In the first purchase activity last February we started 
taking offers on the 14th, and continued to accept offers every business 
day, through the 27th. By the 27th we had substantially complied 
with the purchase quantity which the Munitions Board had asked us , 
to go forward with at that time, and we quit accepting offers. 

Senator Arken. Then you opened the bids and accepted the low bid ¢ 
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Mr. Betz. We did that daily. 

The Cuamman. They did that daily. 

Senator Arken. Accepted the low bid daily ¢ 

The Cuamman. Daily. 

Senator Arken. What about these other two dates, May and De- 
cember—would the bids be called for to be opened ? 

Mr. Beit. We did not make any purchases in May. We made some 
in December. 

Senator ArkEN. One day ¢ 

Mr. Bewu. One day. 

Senator AIKEN. One day, did you say ¢ 

Mr. Betu. Yes, sir. 

Senator ArkEN. How many bidders did you have then ? 

Mr. Beti. Again, I would have to guess, but I would say that it 
must have been 15 or 18. 

Senator Arken. You sent the telegrams to the dealers advising 
them to get their bids in by a certain time? 

Mr. Bett. We sent a telegram to every dealer who had a type 
approved which was eligible, against which we could purchase cotton. 

Senator Arken. Did all of those bids get in there in time to be 
considered ¢ 

Mr. Bett. I recall no offer that came in that day after 2 o’clock time. 

Senator Arken. When were the telegrams sent? I am wondering 
how much notice these people had to get bids in on December 3. 

Mr. Bex. The telegrams went out from the Department on Friday. 

Senator ArkeNn. Went out Friday, late Friday ?¢ 

Mr. Bewx. Yes, sir. 

Senator Arken. And, of course, the concerns, probably the offices 
would be closed Saturday and Sunday—is it possible that some of 
them did not get the telegrams until well into Monday ? 

Mr. Be... It is possible that some of them did not get the telegrams 
until Monday morning when they reached their office. 

The CHarrmMan. What percentage of those to whom you sent tele- 
grams offered bids? 

Mr. Betx. I would say probably 35 to 40 percent. We sent out, 
I am sure, as many as 40 or 50 telegrams, and we got bids, I would say, 
from about 15. 

Senator Aiken. How many orders were placed ? 

Mr. Betz. Senator, I would have to look that up. 

Mr. Correr. Did you not say 17 in the February consignment ? 

Mr. Beit. Speaking of December. 

Senator Arken. I am speaking of December. 

Mr. Be... I believe we accepted cotton from eight concerns on 
December 3. 

Senator Arken. Did you accept some bids on December 3 from un- 
successful bidders, from earlier in the year ? 

Mr. Beit. I would have to look that up. It is entirely possible 
because early in the year they might not have had an approved type on 
file, whereas in December they may have had a type officially approved 
and submitted a good offer. 

Senator Arken. Do you have a list of the successful bidders of 
December 3? , 

Mr. Bett. Not with me. 








1176 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Senator Arken. Is there any objection to giving that to the eom- 
mittee, if you do have it? 

Mr. Bewx. I am of the opinion not, but I would prefer to clear it. 

Mr. Waker. I think that is right. I do not think there would be 
any objection. 

The Cuairman. I do not see why you could not do it. 

Mr. Beuv. I think that is right, so far as the names of those who 
bid in total and whose offers were accepted. 

(The information referred to is as follows:) 


Exursir No. 49 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington 25, D. C., July 2, 1952 
Hon, ALLEN J. ELLeENDER, Sr., 
United States Senate. 

Dear Senator: At the hearing before your committee on May 1, we were re- 
quested to supply for the record the names of the firms which submitted bids for 
the sale of Egyptian cotton to the Department of Agriculture on December 3, 1951, 
and to indicate the names of the firms whose offers were accepted. 

The information requested is given below: 


Firms submitting offers for extra long staple cotton on Dee. 3, 1951 
Part or aul of 

Vame offer accepted 
Ernst Cohn & Co_. se ; 7 : 4 
W. R. Grace & Co ; ; . “68 
Hazard Cotton Co = wares eitbeoke ntl 
J. G. Johnson _ 
R. G. MacHarrie ane ; a Yes 
Geo, H. McFadden & Bro 
O'Donnell Bros * rest. -_ ; er ee See apres ei a 


Caffey Robertson Co sna SU 
M. E. Schoen Corp . : 
E. A. Shaw & Co., Ine . saieimeae a 
U. S. World Trade, Ine _. Yes 


Volkart Bros., Ine 
Weil Bros., Ince 
Sincerely yours, 
Lione.t C. Hoim, 
Acting Administrator. 

Senator Arken. After the February bids were opened first, did you 
then have protests from any of the concerns that they thought they 
were not being treated fairly or given a fair chance to get orders? 

Mr. Beix. I recall no instance where the activity in February 
resulted in any concern protesting that their bids were not fairly 
considered. 

Senator ArkeN. You say the action in February. Did you have 
protests because of the action later in the vear ¢ 

Mr. Bett. There was, I think, one case later in the year where the 
offerer indicated that he was offering the cotton under a condition 
which was contrary to the contract under which we were purchasing 
the cotton, and his was not accepted, and he felt that maybe it should 
have been accepted. 

Mr. Correr. Were the conditions of your offer in your February 
purchase the same as in your December purchase, or did you change 
them ¢ 

Mr. Bett. We changed them. 

Mr. Correr. In what respect ? 
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Mre Bett. Changed them in several respects. 

Mr. Correr. What was the main respect that there was complaint 
about ¢ 

Mr. Beit. The main change we had had to do with seller supplying 
as part of his documents Egypti: in testing-house weight cortific “ates. 
We put that in the contract in December and did not have it in the 
earlier contract for two reasons mainly. In the contract back in 
February we put in the cont ract rv at the tare, that is, the bagging and 
ties, would be considered to be 19.5 pounds. 

\ number of the sellers pao ained, saying that the tare on the 
cotton which they were selling was 18 or 1814 or 1814 pounds, and 
that what we should do was deduct the actual tare for each seller, 
depending on how his cotton was put up. 

So in the contract in December we provided that we would deduct 
the actual tare. The actual tare as shown on the Egyptian test-house 
weight certificates certified by the Egyptian testing authorities that 
wn tare on this particular lot of cotton is so m: uy pounds. In that 

av. if a seller had coton where the tare was 19.5 pounds, he got credit 
for having that weight of tare: and if the seller had an 18 pound tare, 
he got credit for 18-pound tare. 

It meant the difference in the purchase price of over a dollar a pound 
for each pound of tare, you see. 

Mr. Correr. Would you feel that that would be a very valid reason 
to disqualify any cotton, that is, Egyptian cotton, that happened to 
be in this country 4 

Mr. Bex. In the December purchase we made it perfectly clear that 
we were buying only cotton which was not in this country. We bought 
no cotton in February or December that was located in this country. 

Mr. Correr. Would you vive us your reasons for that ? 

Mr. Beit. Well, I think 

Mr. Correr. That is that tare business; is that it ¢ 

Mr. Beit. They were basically this: We were acquiring cotton fon 
the national stockpile as a defense measure in case we got into a war. 

Mr. Correr. Is this not confidential information you are giving us? 

Mr. Bevw. I think not, sir. If 1 thought it were, I would not be 
giving it, sir. 

We felt that the cotton which was already in this country, for all 
practical purposes, was here available for the use of the mills in the 
event we did get into trouble, Senator. Consequently— 

Senator Aiken. Did you consider cotton that had already been 
loaded on the ship at Alexandria as being in this country ? 

Mr. Bet. No, sir. 

Senator Aiken. Did you disqualify cotton which was on the seas? 

Mr. Bent. No, sir 

Senator Aiken. You simply disqualified that which was already in 
this country ¢ 

Mr. Corn rk. Was not the effect of your order to prohibit all cotton 
that was anywhere but in Egypt—was that not the sum total of it? 

Mr. Been. The purchases made in February and December were 
limited to cotton which was not in the United States—in December 
Wes limited to cotton which was in Egypt ol * possibly at the ports 
there. The pure hases now that are being accepted are limited to cot 
ton of this type irrespective of where it may be. 
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Senator A1ixen. Then you disqualified for purchase cotton which 
was already in this country, even though it might be offered at, we 
will say, 15 cents a pound below what it would cost to have cotton 
loaded in Egypt and shipped, disqualified regardless of price? 

Mr. Beti. The announcement that went out did not provide for 
accepting those sorts of offers. Consequently, we had no cotton offered 
as I recall. 

Senator Arken. It was disqualified even though you could have pur- 
chased it even perhaps at a lower price ? 

Mr. Bet. If it had been offered. 

Senator Arken. But you would not let it be offered ? 

Mr. Be.x. That is right. 

Senator Arken. You disqualified would-be bidders, did you not, 
by this order? 

Mr. Correr. Is that not so, Mr. Bell? 

Mr. Bett. That is right. We did not accept such offers. 

Mr. Correr. Did you feel that was a little unusual, that you should 
put that sort of stipulation in there ? 

Mr. Betz. No, sir; I did not. If you are looking at it from the 
standpoint of having available in this country cotton which we could 
use if we needed it, if industry had its money invested in the cotton, 
it had brought it in for industrial uses, it had brought it in to sell to 
the mills. We felt that for all practical purposes that cotton was just 
as good as if it was in the stockpile with Government funds invested. 

Mr. Correr. Suppose they bought it in to sell to the Government ¢ 

Mr. Bet. They could not have done that, because—— 

Mr. Correr. In anticipation. 

Mr. Beii. They could not have done that, because the information 
was not out sufficiently in advance. 

Mr. Arken. Why did you consider this just as good as cotton in 
the stockpile, because if you did not purchase it, is it not likely that 
it would be used for civilian purposes? Certainly, you could not 
expect these people who had cotton to sell to hold it indefinitely on 
the chance that the United States Government would some day need 
it? Furthermore, if they had sold it, if you had let them sell this 
cotton in this country to you, they could have gotten their money out 
of it and bought more cotton from abroad to replace it with. 

Mr. Beit. Sure, and that would have put more purchasers in the 
Egyptian market and that simply would have had the effect of raising 
the price that the Government would have had to pay for cotton for 
the stockpile. 

Senator Arken. I question whether it would or not. The Gov- 
ernment could have bought cotton at less than the Egyptian price in 
this country. How would it have had the effect of raising the price’ 

The Cuairman. The idea was to get a sufficient quantity im the 
country in case of war; was that the original idea? 

Mr. Bey. That is right. 

The Cuarmman. Whether that cotton was in the hands of a private 
manufacturer or the Government, just so long as it was in the country, 
was sufficient ? 

Mr. Bett. That was my own thinking; yes, sir. 

Mr. Correr. Did not one of the consequences of your restriction 
permit Mansour to corner the Egyptian market—do you know to what 
extent he cornered the Egyptian market on cotton ¢ 
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Mr. Bei. No, sir; I am not familiar with his operations. 

Mr. Correr. What percentage of your December purchase did he 
have ¢ 

Mr. Bett. Along about December there were two transactions that 
took place, one of which was a direct purchase for cash and one of 
which was a barter transaction of cotton for wheat, I believe. Taking 
the combination of those two which took place about the same time, 
the ¢otton which came from the Hurie Co. represented about 20 per- 
cent of those transactions. 

Mr. Correr. Were they in the barter arrangements 4 

Mr. Bett. No, sir. 

Mr. Correr. Well, let us exclude the barter transaction of cotton for 
wheat. 

Mr. Beww. Well, excluding the barter activity it was about 65 per- 
cent of the December sale. 

The CHarrmMan. Who sold that? 

Mr. Bewt. That offer was placed by Robertson in Memphis with 
Hurie & Co. supplying the cotton for the delivery. 

Mr. Correr. Didn't Mr. Mansour handle the negotiations in this 
country ¢ 

Mr. Be... That I do not know. 

Mr. Correr. Did you have any contacts with Mr. Mansour? 

Mr. Beuu. I know him and have seen him several times; yes, sir. 

Mr. Correr. Did you see anything irregular about this whole pro- 
gram ¢ 

Mr. Bei. No, sir; I could not. 

Mr. Correr. So far as you know it was conducted above board and 
no one got anything but what they were entitled to, is that correct ? 

Mr. Bev. So far as I know. 

Mr. Correr. Again I renew my request that if the C. & I. have the 
facts which can absolve Mr. Walker, that they come forward and 
present the facts. They made the investigation. We have got to do 
it through public hearings. I do not think it is fair to Mr. Walker, 
nor do I think it is fair to us, if there is something and they are not 
coming forward. 

The CuarrmMan. I can assure this committee that I am going to get 
in touch with Mr. Brannan just as soon as the recess with the view of 
obtaining’ the papers, that is, the documents connected with the sale 
of this cotton. 

Mr. Correr. How about the facts concerning Mr. Walker? If he 
has committed any irregularity 

The CHarman. Surely, anything connected with the purchase of 
this cotton if it involved Mr. Walker, all right, but if you have got to 
go back and investigate Mr. Walker's personnel file from way back, 
I think that it would come within the purview of this Executive order. 

Mr. Correr. I do not think it is competent at all. 

The Cuarrman. I do not think that we will have a bit of trouble 
in getting it. 

Senator Arken. I would like to ask Mr. Bell if he recalls the names 
of other successful bidders in December ? 

Mr. Bexi. To be absolutely certain, Senator—— 

Senator Arken. You could not think of one? 

Phe CuarrMan. What was the question / 
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Senator Arken. I asked him if he could recall the names of other 
successful bidders in the December purchase. 

Mr. Bet. To be certain, I could not from memory. 

Senator A1rken. Not one? 

Mr. Bewt. I feel reasonably certain— 

Mr. Warxker. Here, Mr. Bell, there is no confidential information 
about who they were, except the amounts. 

Mr. Beri. W. L. Grace & Co. 

Senator Arken. Where are they located / 

Mr. Bex. It is the W. L. Grace Lines, I believe located in New 
York. 

Senator Arken. They operate the South American Lines? 

Mr. Beti. Hazard Cotton Co. They are located in and around—— 

Senator AIKEN. Providence / 

Mr. Bein. No: it is not, as I reeall. 

Senator A1KEN. Do you know who represented them 4 

Mr. Bein. | know the person’s name, but I cannot think of it 
right now. 

Catfey Robertson. He is located in Memphis. 

R. G. MeHarrie. 

Kk. A. Shaw & Co., Boston. 

Senator Arken. Shaw ? 

Mr. Beii. Yes, sir. 

Senator ArkEN. Do you remember who represented them / 

Mr. Bevi. Paul Cereasole. 

The United States World Trade, Inc. They are in New York. 

The CuarrmMan. Are you calling off the successful bidders on that 
day? 

Mr. Beti. Yes, sir. Interchange of America, Inc. I believe they 
are in New York: Lam not certain. 

George H. McFadden. 

Senator Aiken. Where are they located / 

Mr. Bett. MeFadden / 

Senator Arken. Yes. 

Mr. Beit. Iam sorry, sir; I do not recall. 

Mr. Waker. They are all out over the country. I think this was 
their New York office. 

Mr. Unperuine.. Houston, Tex. 

Senator Aiken. Do you know Mr. Don Carey / 

Mr. Beux. I met him on two occasions. 

Senator Aiken. Do you know what companies he was representing ? 

Mr. Beit. He was representing O'Donnell Bros. 

The Cuatrrman. Were they successful bidders ¢ 

Mr. Bex. Not in the December offers. 

Senator AIKEN. Were they later is their address Boston / 

Mr. Bi LL. 0] onnell Bros., I believe SO. 

Senator AIKEN. They were successful after December ? 

Mr. Benw. Yes, sir. 

Senator Arken. When: was it February this vear / 

Mr. Beir. We have been accepting offers on the cotton now for 
March 31, April 14, and April 28. 

Senator Aiken. Had O'Donnell bid on previous contracts unsue- 
cessfully 4 

Mr. Bent. Back in December and earlier / 
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Senator AIKEN. Yes. 

Mr. Beti. Iam of the opinion that he had. 

Senator Arken. But had not received any contracts until then ‘ 

Mr. Correr. Was he not one of the dealers that had a substantial 
amount of cotton in this country that he could not sell to you because 
of the restrictions on your bid ¢ 

Mr. Betz. I do not know how much they may have had in the coun- 
try, sir. 

Mr. Correr. Did you not hear complaints at that time—was there 
net around 5,000 bales throughout the world that were thrown out of 
position by the restrictions that it must be located in Egypt ! 

Mr. Bett. No complaint ever came to me in the February and 
December sales about— 

Mr. Correr. I am talking about December. 

Mr. Beit. Not accepting cotton which was in this country. 

Mr. Correr. How much was purchased since December by Hurie 
Mansour or R. & E., the firm that he represents, through any agents ‘ 

Mr. Beix. I am quite sure that they have not been successful in any 
offers, in fact, I am not sure—— 

Mr. Correr. No substantial amount, at least, is that right? 

Mr. Bevy. That is right. I do not believe they have made an offer 
in these last dates. 

Mr. Correr. Mr. Walker, a short time after these February sales 
were you contacted by Mr. Dyke Cullum ¢ 

Mr. Wacker. After the February sales? 

Mr. Correr. 19771 sales, I think, some time after that. 

Mr. Waker. Or the February or December sales ¢ 

Mr. Correr. I am talking about February now. 

Mr. Waker. Yes. 

Mr. Correr. Did you tell him that Mr. Mansour was looking for a 
new United States representative / 

Mr. Warker. Well, I would say that he asked me, and 1 told him 
that there was some indication to think that he was. 

Mr. Correr. Did vou effect an introduction between Mr. Cullum 
and Mr. Mansour ? 

Mr. Wacker. Yes. sir, I did. 

Mr. Correr. Where, at a luncheon or something ¢ 

Mr. Waker. I am not sure whether it was at a luncheon or in my 
office. 

Mr. Correr. Did you tell Mr. Cullum that vou were a close personal 
friend of Mr. May sour and were voing to do a lot ol business with 
him ¢ 

Mr. Wanker. No, I did not tell him T was going to do a lot of busi- 
ness. I told him that as I understood Mr. Mansour was looking for 
another representative, and Mr. Cullum had contacted me a number of 
times, 

Mr. Correr. Did he contact you? 

The CHarrmMan. As to what ? 

Mr. Waker. To know about the possibility of getting lined up 
with some company. 

Mr. Corrrr. Had he contacted you on behalf of H. G. McHarrie 
& Co... New York, and O’Donnell Bros. of New York? 

Mr. Wacker. I believe that we bought some cotton from them. 








1182 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Correr. Do you know whether or not Mr. Cullum ever repre- 
sented them ? 

Mr. Wacker. He has, I understand. In fact, he called in the 
December purchases that I believe he represented McHarrie in the 
sale of some of that cotton. 

Mr. Correr. As a result of this introduction that you made, do you 
know whether or not Mr. Cullum ever entered into an agreement with 
Mr. Mansour to represent the R. & E. Hurie Co. ? 

Mr. Waker. I have never seen any agreement, but I did under- 
stand in a conversation with the two of them that they had entered 
into an agreement for Cullum to represent him on barter deals. 

Mr. Correr. Was that in about April 1951 ¢ 

Mr. Wacker. I'd say about that time; yes, sir. 

Mr. Correr. Since that time has not Mr. Cullum contacted you on 
a great number of occasions as the agent of Mr. Mansour and the 
Hurie Co.? 

Mr. Waker. Well, he—no—we have not been in any purchase pro- 
grams since. 

Mr. Correr. I mean, has not he contacted you in connection—— 

Mr. Waker. He has called over the telephone a number of times 
as have all other cotton representatives; yes, sir. 

Senator ArkeN. I thought you said, Mr. Walker, that Mr. Rams- 
bottom represented Hurie Co. 

Mr. Waker. He did on the first sale back in February. 

Senator ArKEN. But not on later sales ¢ 

Mr. Waker. That is right. 

Mr. Correr. He continued to represent R. & E. Hurie Co., did he 
not? And as a result Mr. Cullum’s contract only called for one-fifth 
of 1 percent or something like that—did you not understand that to 
be the case? 

Mr. Wacker. On barter deals. As I stated a minute ago that I had 
understood. 

Mr. Correr. Did you not have an understanding that he had another 
agreement besides the barter agreement, that the barter agreement was 
a special agreement ? 

Mr. Waker. No. 

Mr. Correr. You did not? 

Mr. Waker. No. 

Mr. Correr. You did not know about there was another under- 
standing—you did not know about that? 

Mr. Waxer. I did not know of any deal except as I stated, except 
that Mr. Mansour said that he was going to enter into an agreement 
with Mr. Cullum to represent him on barter deals. 

Mr. Correr. Well, did the question of a barter deal come up in 
December of 1951? 

Mr. Wacker. From Mr. Cullum? 

Mr. Correr. Yes. And Mr. Mansour and the R. & E. Hurie Co. 
Were negotiations entered into with representatives of the Hurie Co. 
including Mr. Cullum and Mr. Mansour with respect to a barter 
arrangement ¢ 

Mr. Wacker. I have nothing to do with the barter arrangements. 
That is conducted by the Materials and Facilities Branch. 

Mr. Correr. You would have to do with the cotton being received, 
to that extent, would you not? 


<p alemdar 





STORAGE AND PROCESSING ACTIVITIES OF CCC 1183 


Mr. Warker. I would have only to do with the classification of 
the cotton and meeting specifications. 

Mr. Correr. Being in charge of the Cotton Branch you would be 
concerned how much cotton you were getting in and conditions under 
any barter agreement, would you not? 

Mr. Warker. No. 

Mr. Corrrer. None whatsoever ? 

Mr. Waker. No, sir. It is separate and independent from our 
operation. 

Mr. Correr. Who is in charge of that, Mr. Rawlings? 

Mr. Waker. That is correct. 

Mr. Correr. But you kept yourself in touch with the situation, did 
you not 
' Mr. Warxker. Well, I tried to keep in touch with the prices. And 
it was quite often that the Materials and Facilities Branch, through 
Mr. Rawlings. would contact me as to certain offers that they would 
have in regard to whether the price might be in line with what it could 
be purchased for a that time. 

Mr. Correr. Would Mr. McArthur and Mr. Entermille of the Grain 
Branch have something to do with this barter arrangement ? 

Mr. Waker. They would have to do with the wheat end of it 
where we was trading wheat for cotton, yes, sir. 

Mr. Correr. Can you tell us about the barter arrangement with the 
Hurie Co., what happened to it, the progress of its development, and 
so forth? 

Mr. Waxxer. No, sir. I would not know any details about it 
whatever. 

Mr. Correr. Give us anything you know about it. You followed 
it, vou said, and knew Mr. Mansour. 

Mr. Waker. So far as I know there has been no barter deal with 
them. 

Mr. Correr. None consummated—was there not some contemplated ? 

Mr. Wavker. Well, as I recall, the only knowledge I have of any- 
thing was, perhaps, one call from Mr. Rawlings to know if a certain 
price in my opinion was in line. 

Mr. Correr. But you had no contact with Mr. Mansour in connection 
with the barter deal, never talked anything relative to barter over 
with him ¢ 

Mr. Waker. Not with Mr. Mansour; no, sir. And may I add one 
thing ¢ 

The Cuamman. Proceed. 

Mr. Wacker. Might I add one thing for the record, that after our 
last purchases on February 27, 1951, that there was no authority and 
no funds available for the purchase of additional cotton. So far as I 
know I do not know of any for the barter. So any of the things that 
was coming up at that time was merely a speculation or hopes of getting 
something, because as far as IT know the funds that were supplied 
by the Munitions Board for the purchase of this was practically ex- 
hausted on February 27 and, therefore, no other deals were actually 
made or any serious consideration given to any deal until December 3. 

Mr. Correr. You and Mr. Mansour and Mr. Collum did not dis- 
cuss a barter deal on September 5, 1951? 

Mr. Wavxer. As I recall along about that time, I would not be posi- 
tive on the date. T had lunch with them, and no business. 
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Mr. Correr. Just social? 

Mr. Wavker. Just social, no business transactions. 

Mr. Correr. Do you know the purpose of Mr. Mansour being in 
this country at that time? 

Mr. Wacker. Well, only what he stated that he was over to try 
to effect some sales direct to the mills in this country, but so far as 
I know, so far as my knowledge goes, I would say that a barter deal 
could not have been made at that time without going and clearing 
the whole action from the Munitions Board or General Services 
Administration. 

The CuarrmMan. You had nothing to do, you said, with any barter 
deals ¢ 

Mr. Wacker. No, sir. 

The Cuarmman. You took no part in that ¢ 

Mr. Waker. No part except in the price. 

The CHarkMAN. You were consulted / 

Mr. Wacker. Consulted about the prices. And I believe that one 
of our representatives on some of the barter deals was over along 
with Mr. McArthur and Mr. Entermille to confer with the people in 
Mr. Rawlings’ office as to the practicability of it and the eligibility, 
but there was no deal made. 

Mr. Correr. Did Mr. Mansour entertain any departmental or De- 
partment of Agriculture officials when he was here in this country ? 

Mr. Waker. Well, yes. 

Mr. Correr. About that time, 1 mean ? 

Mr. Warker. Along about that time, ves, he had a dinner. 

Mr. Correr. Where ? 

Mr. Wacker. At the Shoreham Hotel. 

Mr. Correr. Were you present ¢ 

Mr. Waker. That is right, along with some 15 or 20 others. 

Mr. Correr. Departmental officials ¢ 

Mr. Waker. Some of them, but some of them were not. 

Mr. Correr. Can you give a listing of them / 

Mr. Waker. Well, I would not be sure that I could give all of 
them. I would say that Dr. and Mrs. Palmer of the Department 
were there, and Mr. and Mrs. Whittaker. 

Mr. Correr. Anybody from your Cotton Branch ? 

Mr. Wacker. Mr. Wittaker is with the Cotton Branch, but has noth- 
ing to do with any operations except the classifications of the Smith- 
Doxey, the regvulations. He does not have to do with the classing, 
but supervising it. 

Mr. Correr. Anybody from the Grain Branch ¢ 

Mr. Wavxer. No. 

Mr. Correr. Anybody from Mr. Rawlings’ branch ? 

Mr. Wacker. No. 

Mr. Correr. But there were 15 or 20 departmental officials there? 

Mr. Warker. Yes. 

Mr. Correr. Were Mr. Cullum and his wife there? 

Mr. Wacker. Mr. Cullum was there, and I believe Mr. and Mrs. 
Raymond and a Mr. and Mrs. P. K. Norris. 

The Cuarrman. Who are the Raymonds; are they connected with 
the Government ? 

Mr. Warker. No; he was connected with the Government, but not 
with cotton. 
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The Cuairman. Were all of these people, the 15 or so that you 
mentioned, connected with the Government ? 

Mr. Waker. I believe so. 

The CuarrmMan. Was Mr. Cullum? 

Mr. Warker. Except Mr. Cullum, yes, he was the only one. 

The Cuarmman. And their wives accompanied them / 

Mr. Wavker. Yes, sir, that is right. 

Mr. Correr. Did you ever tell Mr. Cullum to notify Mr. Mansour 
of a price a competitor was offering for cotton ¢ 

Mr. Wacker. No, I do not reeall. I recall something about Mr. 
Cullum asking me about a price that he understood had been offered 
and I said, well, it certainly would be advisable to take it if it was 
available, but it was very low. 

Mr. Correr. No, I mean, did you ever inform Mr. Cullum of the 
price that he should pass on to Mr. Mansour that a competitor of 
Mansour’s firm was offered cotton for? 

Mr. Waker. No, except this, that I stated here that he asked me 
he had apparently heard something about a barter deal or a proposed 
barter deal, I should say, of another company, and I told him that it 
was certainly in line and it was at a very cheap price. 

Mr. Correr. Did you give him what the price was / 

Mr. Wacker. No, I think he already knew it, as I recall it. 

Mr. Correr. Did you tell him to pass the information on to Mr. 
Mansour ¢ 

Mr. Warker. No, I did not tell him to pass it down, no, sir. 

Mr. Correr. How did he get the information, do you know ? 

Mr. Waker. I do not know. 

The Cuatmman. Do you know whether or not Mr. Mansour bene- 
fited from this information in any way ¢ 

Mr. Waker. He could not have. 

The Cruamman. He could not have? 

Mr. Warker. Because no barter deal was made with this pending, 
or, no barter deal ever was made with Mr. Mansour. So he could not 
have benefited by it. 

Mr. Correr. I think it has been developed that Mr. Mansour’s com- 
pany, through an agent here in the United States, got 65 percent of 
that December cotton purchase, is that correct ? 

The Cuamman. You mean outside of barter? 

Mr. Waker. Outside of barter, that is true, approximately correct. 

Senator AikEN. Did you say there was no barter ? 

The Cuamman. In December he said. 

Senator Arken. Was there a barter in December ? 

Mr. Wacker. There was a barter just before that deal. 

Senator Arken. No barter in the summer ? 

Mr. Wanker. No barter in the summer. 

Senator A1rkeN. There was later on? 

Mr. Warker. Yes, that is right. 

Senator Aiken. About how much was involved in that? I do not 
know that it makes much difference. 

Mr. Correr. Is that different ? 

Mr. Wacker. The amount is. 

Senator AIKEN. What commodities were involved ? 

Mr. Wacker. Wheat and cotton. 

Senator A1rkEN. Mr. Entermille handled that part of the deal? 
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Mr. Wacker. So far as I know, yes, sir. 

The Cuatman. I think Mr. Bell testified a while ago that the 
cotton that was handled in December, there was a certain amount 
handled through barter and other amounts through purchases, and 
what was the other ¢ 

Mr. Betw. I think what I said was along about the time we made the 
December purchase for cash there was a barter transaction that took 
place just a few days before, maybe the latter part of November. The 
two activities took place about the same time. 

The Cuamman. They were not handled by you then? 

Mr. Beww. No, the barters, no, sir. 

The Cuarrman. Of the cotton that was handled through bartering 
and on the cash sales, what percentage was it that consisted of the 
bartered cotton and cash sale cotton, do you know ¢ 

Mr. Bei. It was about equal. 

The Cuarrman. Fifty-fifty ¢ 

Mr. Beuxi. Yes, 50-50. 

The Cuatrman. Of the 50 percent that was cash sales the company 
from Tennessee that represented Mr. Mansour’s firm got 65 percent 
of that? 

Mr. Beir. About that. 

The Cuatrman. Why did he get so much cotton ¢ 

Mr. Bexi. The lowest bid offered. 

The CuatrMan. That was the sole reason, so far as you know ? 

Mr. Bex. Absolutely. 

Mr. Waker. I would like to add in that connection, Senator, that 
no part of this is a one-man operation. As Mr. Bell stated, we have 
many committees to do this. And, likewise, as he pointed out here, I 
think he gave you the names of six individuals that were present in 
February when these negotiations were made. And likewise, in Feb- 
ruary there was a committee appointed and we merely have the func- 
tion—while I serve on that committee—of tabulating these offers, 
taking them over to a committee for their acceptance. 

Senator Arken. Who handled the cotton end of the barter deal in 
December, Mr. Walker? You say Mr. Entermille handled the wheat 
end for us and possibly other commodities ¢ 

Mr. Waker. We have a representative in our branch that was 
over. 

Senator Arken. Was that deal made directly with the Egyptian 
Government ¢ 

Mr. Wacker. No, that was made with representatives in this 
country. 

Mr. Correr. Who were they? 

Mr. Waker. I believe the Interchange of America. 

Senator Arken. Who is that? 

Mr. Correr. The Interchange of America ¢ 

Mr. Waker. Yes, sir. 

Mr. Correr. Who do they represent ¢ 

Mr. Wa.xer. I do not know their Egyptian connection. 

Senator Aiken. Who is tie Interchange of America ¢ 

Mr. Bex. It is a cotton company, a company in New York, an im- 
porting company. 

Senator ArkeEN. Who runs the company ¢ 
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Mr. Bewt. Sir, I do not know. Their representative here in Wash- 
ington has been a person by the name of Pendleton. 

Mr. Wacker. Pendleton, is it not? 

Mr. Bei. P-e-n-d-l-e-t-o-n. 

Mr. Correr. What is his first name? 

Mr. Be... I do not know, sir. 

Mr. Correr. Who is their principal, this importing outfit, who are 
they, do you know ¢ 

Mr. Bet.. No, sir, I do not know. 

Mr. Correr. Do you know anything about them ? 

Mr. Betz. Nothing other than that they made some offers on the 
cash sale program as well as this barter program. 

Mr. Correr. Was your barter price in line with your cash price? 

Mr. Beiy. Substantially the same, yes, sir. 

Mr. Corrrer. You say substantially—how much difference? 

Mr. Beit. There was some difference in the way the contract of 
course was drawn. In our cash sales contract we knew before we 
bought just exactly what the quality of the cotton was going to be. 

Mr. Correr. Are the conditions of your cash sales responsible for 
why Mr. Hurie’s company got 65 percent ¢ 

Mr. Beiit. The conditions of the contract / 

Mr. Correr. The conditions of your stipulations, the conditions that 
you put on the purchase. 

Mr. Bev. I do not think so. The only thing that controlled that 
was the day that the offers were made. 

The CHarmrman. On the price? 

Mr. Beti. He submitted the best price on a certain volume of cotton 
and it was accepted. 

Mr. Correr. How is it that he got 65 percent of the cash purchase 
which was handled by your branch and did not get in on the barter 
at all—can you give any explanation of that ! 

Mr. Bett. He got the 65 percent of the cash sales on the basis of 
price. So far as success or failure in getting the barter contract, I 
know nothing about that. 

Senator AIKEN. Did the Interchange Co. get a cash contract im addi 
tion to the barter deal / 

Mr. Bett. They have sold some cash cotton. 

Senator Arken. They got a cash contract, also, in December ¢ 

Mr. Be.i. I am not sure. 

Senator ArKEN. It ison the list that you gave me. 

Mr. Beuu. I believe that is right: ves. The barter contract | 
would like to vet that clear—I think that was late November—that 
did not take place the same day that the cash sales took place. 

Senator Arken. You gave us the names of nine companies that got 
cash contracts in December. You intended those to be cash con- 
tracts. ‘Those are not part of the barter deal, are they é 

Mr. Betx. I am not certain. Mr. Walker, he gave me the letter 
here. 

Mr. Wacker. That is an old one. That is out of date, but I think 
only six companies was on the cash and the others are on barter. I 
am not sure. 

Mr. Bex. I cannot tell exactly from this list, but I do know that 
Interchange has made offers on cash sales and had some offers accepted 
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Senator Arken. You could not at this time break down this list of 
nine companies between those who got cash contracts and those who 
participated in the barter? 

Mr. Bevx. Not from memory ; no, sir. 

The CuamrMan. In these cash bids is it that each person or firm that 
offers cotton, offers so many bales at such and such a price? 

Mr. Bex. That is right. 

The CuatrrMan. In making an offer, say, from one company, is the 
price uniform ¢ 

Mr. Beiy. Not necessarily. He may offer you the same kind of cot- 
ton, the same day, at three different prices. He will say, “Here is 100 
bales at one price,” and here is another 100 bales of the same kind of 
cotton at another price, and 200 bales of the same kind of cotton at 
another price. 

The Cuamman. The same cotton / 

Mr. Beti. The same kind of cotton. He is feeling the field out 
there. He may sell-the 100 bales. He may get the other 200 turned 
down, or he may get all three of them accepted or you might get all 
three turned down. You cannot tell. 

The CuarrMan. In all instances, all of the cotton that.was purchased 
at these various times at which offerings were made, the purchases 
were made from those that had the best prices ¢ 

Mr. Beix. Absolutely. 

Mr. Waker. No exception. 

The Cuamman. No exception was made. 

Mr. Correr. Mr. Walker, have you been the recipient of gifts from 
Mr. Mansour? 

Mr. Waker. No, sir. 

Mr. Correr. None whatever? 

Mr. Waxxer. No, sir. I have traded some things with him, but 
no gifts. 

Mr. Correr. What did you get for what you traded with him? 

Mr. Wacker. Well, what we would call in this country antique 
glassware. 

Mr. Correr. How much of that? 

Mr. Waker. Oh, I would say maybe half a dozen or more different 
pieces, and some of their cigarette trays over there, some of their 
pieces of art, I might say, and things of that nature. 

Mr. Correr. Would it be rare art? 

Mr. Wanker. No, no, no. It is just common workday art. The 
cigarette box sells for $3.50 to $5, as I found out by being over there. 

Mr. Correr. How old are the glasses—do they go back centuries? 

Mr. Wavker. Perhaps you know when you get into antiques, in 
glassware, it is anybody's guess, but I would say some of it was, per- 
he aps. 100 years old, which we call antique and which they call second- 
hand. 

Mr. Correr. How much would you consider the value of the ma- 
terial you received from Mr. Mansour is in terms of American dollars? 

Mr. Waker. Well, I would say, based on the value that he de- 
livered it tome for—— 

Mr. Correr. I mean, you must be a connoisseur of these things or 
you would not cherish them and, particularly, if this is a trade, what 
would be the approximate value, the appraised value in your estima- 
tion in American dollars of this? 
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Mr. Waxxer. I would say my appraisad of the value on them would 
be about $700, but I am not saying that I could sell them for that. 

The Cuarrman. What was the value of the objects that you gave in 
return for those ¢ 

Mr. Warxer. About a thousand dollars. 

Mr. Correr. About a thousand dollars. You have not told us what 
if WAS, 

Mr. Waker. It was an electrified picture. This might be difficult 
to explain. 

Mr. COrTrer. Like an electrified fence: is it ¢ 

Mr. Wacker. No, sir; it isnot. It isa picture that is painted on a 
large negative. ‘This particular one that I sent him was 40 by 54 
inches—the picture proper. 

Mr. Correr. Do vou do that yourself ¢ 

Mr. Wanker. Not theart work. I did everything else. The Forest 
Service made the enlarged negative which I paid for personally, and 
then I hired an artist to paint the picture with transparent oil paint. 

Behind this picture is an opaque glass to diffuse the light and fou 
fluorescent lights mounted behind the opaque glass with a mahogany 
frame enclosed, so that rcan circulate through it from the top to the 
bottom so that it would not get too hot and still no light come out. 

I have one of the pitcures—not a duplicate of that, but a similar 
picture, In My home. 

Mr. Correr. It must be very striking. 

Mr. Waker. It is 

Mr. Correr. What was the subject of the picture ? 

Mr. Waker. It was a scene in Florida. 

Mr. Correr. The Everglades or something ? 

Mr. Warker. Everglades, ves, sir; National Park. 

Mr. Correr. How did you happen to get into this deal 

Mr. Wacker. Well. I had one of these pictures in my home, and 
when Mr. Mansour was still with the Government, as a Government 
employee, he and his wife visited in my home for luncheon, and he 
Was Impressed by the picture and asked me about the possibility of 
getting one of them. And I said, “Well, it is out so far as I know. 
There is a lot of work involved in making one of them.” 

And I explained in detail how it was made. He said he was very 
much impressed with it. and he said, “I recall that when you were 
over there and we see them here in your home, here are some objects 
that vou brought back from Egypt. Apparently you are interested 
in this type of stuff.” 

And IT said. “Yes: Iam.” 

He said. “Well. I can buy that cheaper than you can buy it over 
there.” 

Mr. Correr. What did he say he bought it for? 

Mr. Wavker. He did not quote me all of those prices. 

Mr. Correr. How do vou know what he bought it for, by vou 
know ledge of the prices over there / as 

Mr. Warker. I beg vour pardon ¢ 

Mr. Correr. How do vou know what he bought it for. from vour 
know ledge of the prices, approximately, over there ? , 

Mr. Wacker. That is what I would say that the total outlay prob 
ably cost him. somewhere Trom six to seven hundred dollars. 
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Mr. Correr. In this country, would the value of that stuff be 10 
times that much, perhaps? 

Mr. Wacker. I do not think so. There might be one or two of the 
particular small objects that might be. You know, there is no way, 
so far as I know, to arrive at the particular value of an antique 
piece. It depends on what you can get. 

Senator Arken. Is there any duty on it? 

Mr. Waker. I would thinkso. I do not know, sir. 

Senator Arken. You did not pay any duty, then? 

Mr. Waker. No, sir; I did not pay any. 

Mr. Correr. How many of these pictures have you made up for 
your friends? Is this the only one? 

Mr. Waker. No; I have two in my home, and I believe that I have 
about three others that I have made for friends. 

Mr. Correr. That you have made for other friends? 

Mr. Waxnxer. That is right. 

Mr. Correr. When did this exchange of gifts occur? 

Mr. Waker. The things that he brought over was from different 
— that he would come. 

Mr. Correr. Fix the date as near as you can. 

Mr. Water. I would say that he probably—— 

Mr. Correr. That the bulk of the stuff came over. 

Mr. Waker. He brought some of the stuff back in August. 

Mr. Correr. Last year? 

Mr. Warxer. Of 1951. Probably some more of it in December 
and probably some—I mean in February, and probably the last of it 
in December. 

The Cuarrman. When did he take your stuff, the stuff that you gave 
him ? 

Mr. Wacker. I shipped it to him in January, I believe. 

The Cuarrman. Of what year? 

Mr. Wacker. This year, because it is a very tedious job to make 
and it requires some, I'd say, 200 to 250 hours of working time in my 
workshop in the basement, in which I have a hobby of woodworking, 
and I made the frames and mounted the lights and then shipped 
it to him. 

The Cuatrman. What else was there involved besides this glass- 
work and the picture / 

Mr. Wavxer. Well, at various times we have sent little gifts to his 
children, toys, rubber snakes, and thinks of that kind, Senator; that 
isn’t valuable. 

The Cuarmman. Was most of this done while he was the Commis- 
sioner of Agriculture in Egypt ? 

Mr. Waker. No,sir. I'd say it was not, completely; it was started. 

The Cuarrman. Do you know when he disconnected himself from 
the Egyptian services? 

Mr. Wauxer. As I recall, Senator—I am not positive about that— 
I think it would be late in 1950. 

The CuatrmMan. Late in 1950? 

Mr. Waker. He was over here, if I am correct in this—I think I 
am—representing his Government at the International Cotton Ad- 
visory Committee in the spring of 1950, and that is when we made 
the trade about the exchange of the things from over there for this 
picture. 
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Mr. Correr. When was this, now? 

Mr. Waker. In the spring of 1950. 

Mr. Correr. And it was not until this year that your agency was 
buying millions and millions of dollars’ worth of cotton from his firm; 
is that right? 

Mr. Waxker. That is right. 

Mr. Correr. There was a 2-year lag in your delivery dates ? 

Mr. Wacker. Well, in the delivery of the picture, you mean ? 

Mr. Correr. No. In the delivery of his stuff, as well as the delivery 
of your picture. 

Mr. Waker. No; he started to bring that over then in August of 
1951. 

Mr. Correr. I think you just testified, yes, in August of 1951 to 
December ¢ 

Mr. Warker. That is right. 

Mr. Correr. I thought you just told the chairman that the arrange- 
ment for this was made back in 1950. Maybe I misunderstood you. 

ir. Wacker. That is correct, sir. 

The Cuatrman. It took you quite a while to make the picture, you 
said. 

Mr. Wacker. It certainly did. 

The Cuatrman. It took him 200 hours; was it not ? 

Mr. Waker. Yes, sir. 

The CHarrMan. Off time ?¢ 

Mr. Wacker. Yes, sir. 

Mr. Correr. He would not want to give you this stuff until the pic- 
ture was ready, because it was strictly a business deal ? 

Mr. Watker. Well- 

Mr. Correr. But it did coincide with this multi-million-dollar pur- 
chase: is that not right ? 

Mr. Warker. Not all of it; no. He brought quite a bit of it in 
August before the deal was made, and part of it did; yes, sir. 

Mr. Correr. I do not feel that we should go any further with this 
witness. We will have to do this the hard way. 

The CHairman. Is he not answering the questions to suit you? 

Mr. Correr. We have tosubmit proof as to what the facts are. 

The CuarrmMan. Why do you not try to get the facts from him? He 
is trying to answer them, I think. Maybe they are not satisfactory. 

Mr. Waker. | want to say I am answering to the very best of my 
ability. 

Mr. Correr. That is not the point I made. Could I explain my 
point ¢ 

The Cuarman. I wish you would. 

Mr. Correr. I want to explain that, if there is proof of irregularity 
beyond what we may have developed this morning, it must come from 
other witnesses or from the Department’s investigation. 

The Cuarrman. Are there any further questions you would like 
to ask? 

Senator Aiken. I have one question. I believe that it was Mr. 
Walker who testified that the February purchases ranged from 
$1.20 to $1.30, February 1951; is that correct? 

Mr. Wacker. Beg pardon? 

Mr. Betz. I think I made that statement. 
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Senator Arken. You testified earlier today that the purchases in 
February 1951 ranged from $1.20 to $1.35 ? 

Mr. Beux. I think I said, sir, that the offers—— 

The Cuamman. The offers. 

Mr. Beit (continuing). The offers ranged from $1.20 to $1.35. 

Senator Arken. Well, were the offers you had to accept— 

Mr. Beiu. Those that were accepted did not go that high. 

Senator Arken. Not that high? 

Mr. Bexi. No, sir. 

Senator Arken. Who offered below the offers, below the $1.20? 

Mr. Warker. Who? 

Mr. Bev. | know of none offering below $1.20. 

Senator Arken. What was the market price for No. 2 long-stapk 
cotton in January 1951, just before you made these purchases / 

Mr. Bett. We made the first purchases February 14. In Jan 
uary 1951, I do not know what the existing price was, but there was a 
period in January and February of 1951 when the Egyptian cotton 
prices shot up, skyrocketed almost overnight. They just went up. 

Senator Arken. Would my information that it was 84.1 cents the 
last of January be approximately correct; would you say ¢ 

Mr. Beti. You mean delivered in this country ¢ 

Senator Arken. That is right. 

Mr. Beit. An offhand guess, Senator, I believe that is too low. 

Senator A1rken. Do you think that your purchases had anything to 
do with the price skyrocketing overnight ? 

Mr. Beix. Well, I have no doubt that any offer to buy something 
has an effect on the price of what you are trying to buy. 

Senator Arken. You were not offered any long-staple cotton under 
$1.20, then ? 

Mr. Beit. Not on the February 1951 purchases that I recall. I 
am sure of that. 

Senator ArkeN. You do not recall any offers of less than $1.20, and 
your purchases were made, we will say—— 

Mr. Bett. We had a peculiar situation that built up there in late 
1950 or early 1951 where, because of a short American crop, a world 
shortage of cotton developed, not only for our type of cotton but for 
any type of cotton. You will recall that the cotton got so tight in 
supply in this country that we put on export controls. 

Senator Arken. However, the shortage was known in December; 
Was it not‘ 

Mr. Beww. Yes. 

Senator Aiken. We knew there was a short crop? 

Mr. Beit. Yes. And as those export controls became operative 
other countries turned to other sources of cotton, which included 
the Egyptian cotton, and all of that pressure built up on that cotton. 

The Cuarrmman. Mr. Walker has just informed me, as I under- 
stand him, that the actual prices for Egyptian cotton can be furnished 
to the committee. 

Mr. Waker. That is correct. 

The CHarrkMAN. Instead of speculating on it. I wonder if you 
would kindly prepare that for the record, and we will place it in the 
record at this point. 


: 
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Exuisir 50-A 


Prices for January and March 1951, futures for Karnak “Good” cotton and for 
specified qualities of Karnak, f. 0. b. shipside, Alerandria, Egypt, crport tares 
and baleage charges paid, in equi dlent United States cents per pow d, during 
January, February, and to March 16, 1951 
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Exursit No. 50-B 


Prices for January futures for Karnak “Good” for specified qualities of Karnak 
f.o. b. Alerandria, Egypt, export tares and baleage charges paid, in equivaient 
imerican cents per pound, during November and December 1951 


{Source: American consul in Alexandria, Egypt] 





Futures Prices f. o. b. shipside 
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Nov. 14, 1951 07.04 119.09 121.70 | 124.30 | 126.62 | 129.23 131.84 134.15 137.05 139. 37 
Nov. 15, 1951 7.59 | 118.74 121.35 | 123.96 | 126.27 128.88 | 131.49 | 133.81 | 136.70 39. 02 
Nov. 16, 1951 %.49 117.64 120.25 | 122.85 125. 17 127.78 | 130.39 | 132.71 135. 60 137. 92 
Nov. 19, 1951 04. 55 115. 12 117. 44 119. 75 122. 36 125. 26 128. 45 130. 76 133. 66 135. W& 
Nov. 20, 1951 02. 66 112.65 114.97 | 117.58 120.19 | 123.09 | 125.98 | 128.88 | 131.78 134. 10 
Nov. 21, 1951 04.31 | 114.31 116.62 119.23 | 121.84 | 124.74 | 127.63 | 130.53 133.43 135. 75 
Nov. 23, 1951 03.15 113. 73 116. 04 118.36 120.68 | 123.58 126.48 | 129.37 132. 27 134. 59 
Nov. 26, 1951 91.71 113. 44 116. 04 118. 65 120. 97 123. 87 126.48 129.08 131.98 134. 30 
Nov. 27, 1951 91.33 | 113.06) 115.96) 118.86) 121.46) 124.07 | 126.68 | 129.29 132.18 134. 30 
Nov. 28, 1951 92.72 | 114.45 117.64 120.83 | 123.43 | 126.33 | 128.04 131.54 134. 73 137.05 
Nov. 29, 1951 97.07 119.96 123.14 | 126.33 128.04 151.55 | 134.44 7.34 140.24 142. 56 
Nov. 30, 1951 100.98 | 124.45 127.92 131.40 134.01 136.62 | 139.22 | 141.83 | 144,73 147.05 
Dec. 3, 1951 100. 40 124. 74 128. 21 131.98 154.30 136.62 138.04 141.83 | 144.73 147.05 
Dec. 4, 1951 99. 09 123. 72 127. 20 131. 26 133. 57 135. 89 138. 50 141. 11 144. 01 146. 32 
Dec. 5, 1951 99.85 126.22 129.69 133.75 136.07 138.96 141.28 144.18 147.08 149. 40 
Dec. 6, 1951 07. 04 124.50 128.36 132.42 154.73 137. 68 139.95 142.85 145. 74 148. 06 
Dec. 7, 1951 OR. 46 25. 11 128.88 132. 4 135. 2¢ 138.15 | 140.37 | 143.37 146. 27 148. 58 
Dec. 10, 1951 93. 59 118. 51 122.27 126.33 128. 04 132. 13 135.02 137.92 140.82 143. 14 
Dec. 12, 1951 92.72 | 117.64 12141 125.46 128.36 131.26) 134.15 | 137.05 139.95 142. 27 
Dec, 13, 1951 2.72 | 117.64 121.41 «125.46 | 128.36 | 131.26 | 134.15 | 137.05 139.95 142. 27 
Dec. 14, 1951 92.72 | 117. 64 121. 41 125.46 128.36 181.26 134.15 137. 05 139. 05 142. 27 
Dec. 17, 1951 2.78 | 117.41 120.88 124.94 127.55 | 130.16 | 132.76 | 135.37 | 138.27 140. 50 
Dec. 18, 1951 92. 72 117. 35 120. 83 124.88 127.49 130. 10 132. 71 135. 31 138. 21 140. 33 
Dec. 19, 1951 y2.72 | 117.35 120. 83 124.88 | 127.49 | 130.10 | 132.42 | 134.73 137. 683 139. 95 
Dec. 20, 1951 72.72 | 117.06 120.83 124.88 | 127.40 | 130.10) 132.42 134.73 | 137.8 139. 95 
Dec. 21, 1951 y2. 72 117.35 120.83 124. 8S 127. 49 130.10 | 132. 42 134. 73 137. 63 139. 95 
Dec. 27, 1951 92. 72 117. 35 120.83 124.88 127. 49 130.10 | 132. 42 134. 73 137. 68 139. 95 
Dec. 28, 1951 5. 33 121.12 | 125.17 129.23 131. 2¢ 133.28 | 135.60 137.92 140. 82 143.14 
ibove prices must be added that amount necessary to cover c. i. f., administrative and other costs 





r in order to convert to prices which are comparable to CCC purchase prices 


Note.--Converted to American cents per pound by adding the premium for the qualities specified to the 


closing futures quotation and adding 22.50 tallaris to get the cotton f. 0. b. ship and multiplying by currency 
mversion factor of 57.9 This includes export taxes and export baleage charges 
We have not been able to obtain prices, f. o. b. shipside, Alexandria, for the period March 1, 1952, to date 
The American consul in Alexandria reported that futures market practically closed during this period 
Phere were unable to furnish information necessary to determine such prices for qualities purchased 
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Exutisit 50-C 
From Cotton Trade Journal of February 8, 1952 
KARNAK PRICES ON ALEXANDRIA MARI 
Below is a table of Karnak prices on the Alexandria market once each week 
from October 4 to December 5,1951. The Egyptian long-staple cotton bought for 


stockpiling purposes was purchased by CCC December 5 Bids were closed 
December 3, 2 p. m 


Basis, November 


Oct. 4 123. 600 61. 80 
Oct. 1 ee 114. 10 57. 0 
Oct. 18 112. 7 Af 

Oct. 25 126. 00 f oo 
N eo 148. 7 74. 37 
N 10 156, 30 7 

Nov. 17 156. 30 78 

Basis, January 

Nov. 24 158. 2 79. 1248 
DOR. G..ccceae e 172. 30 86.1 


While these prices are Alexandria futures, rises or falls are reflected in like 
proportion in the prices of spot cotton, landed United States. 

The Cuairman. In that connection I would also: suggest. as I 
think it was suggested awhile ago, that you place in the record these 
newspaper stories that went out that the Government was going to 
purchase so many thousands of bales, so that the committee can then 
compare that. 

Senator ArkeN. When did those go out ? 

The Cuarrman. Just before the offer of February. 

Senator ArkEeN. Just before ? 

Mr. Wacker. They were out in January—started in January of 
1951. 

The Cuatrman. They were out in January, and then we can see 
what effect, if amy, these rumors had on the price of the cotton. 

(See exhibit No. 47.) 

Senator ArkEN. You did not consider that you were in the position 
that the Government was in concerning the purchase of tin, for in- 
stance, where it is said that we would pay so much and no more? 

Mr. Waker. No, sir. 

Mr. Correr. Mr. Bell, would you also include any publicity that 
preceded your December purchase of 1951? 

Mr. Betz. Sure. 
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(The information to be furnished is as follows :) 


ExHinit No. 51 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washinuton. D. C.. July 2, 1952 
Hon. ALLEN J. ELLENDER, Sr.., 
lnited Statcs Senate 

Dear Senator: In the hearing before your committee on May 1, 1952, we 
were requested to make available for the record copies of any publicity which 
preceded the December 1951 purchase of Egyptian cotton 

The Department of Agriculture did not issue a press release just prior to the 
December 3, 1951, purchase. All potential sellers who had had types of cotton 
tested in advance were, however, notified and requested to submit bids. Poten 
tial sellers had been informed previously of the necessity of having their cotton 
tested in advance This information had been carried in trade papers. An 
excerpt from the Cotton Trade Journal for October 19, 1951, in point, is quoted 


helow: 
“Types Regutrep By USDA For PurCHASE or LONG STABLI 
“WASHINGTON, October 13 (Special) Any foreign extra-long-staple cotton 
which may in the future be purchased or bartered fe y the United States De 


partment of Agriculture will be acquired only against types previously submitted 
for testing, the Department announced today 

‘Any types submitted for testing should be addressed to the Director, Cotton 
Branch, Production and Marketing Administration, Agriculture Annex, Wash 
ington 25. D. C., and they should be accompanied by letter giving the seller's 
evaluation of the quality of each type in terms of foreign grade designations. 


“The Branch will make the required tests for an established fee. Upon com 


pletion of the tests, the results will be reported to the applicant along with a 
bill for the service testing 

The Branch now has on hand samples of cotton types previously sub 
mitted rests will be made on these types upen request of the seller or, if he 
desires, new or additional tvpes may be submitted for testing. The seller would 


then be prepared to meet the testing requirement on future sales offers. , Types 
now on hand will be disposed of at the end of 60 days unless requests are re- 
ceived that the types be tested. 
Sincerely yours 
LIONEL C, HOLM 
icting tdministrator 


} 


The Cuarman. And, while vou are at it, we might also put in the 
record something about the cotton situation in our own country. 

Mr. Wacker. That is very important, Senator. 

Phe Cuamman. That is what I would like to put in here, because, 
us I remember, there was quite a shortage of cotton. I should like to 
have that in order to have the whole picture. We might give the 
prices that prevatled both on the domestic market of our own cotton 
and the foreign and Egyptian. 

Mr. Beit. | would like to say this, if I may, in connection with the 
Egyptian prices: The Egyptian system of maintaming records of 
sales and purchases of cotton and pricing is nothing lke as perfect as 
we have in this country. Consequently, our ability to get real prices 
from over there is pretty limited. 

The Cuairman. Did you have anything to add, Mr. Walker, to the 
statements that have been made ¢ 

Mr. Warxer. I think not, except this: It seems to me that it ts 
very Important to know what the spot-cotton markets were in Egypt 
at the time these purchases were made and what they were back in the 
beginning. and some of the things that led to those advances. 


nets Sepdy 
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The Cuarrman. Have you such information at hand that you can 
furnish for the record ? 
(The information referred to is as follows:) 


Eexureir No, 52 


DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, D. C., July 2, 1952. 
Hon. ALLEN J. ELLENDER, Sr., 
United States Senate. 

DearR SENATOR: At the hearing before your committee on May 1, we were re- 
quested to supply information relative to the trend in the domestic market for 
American cotton in order that it might be compared with the trend in prices for 
Egyptian cotton which occurred over the same period. 

Prices for American cotton were quite responsive to official forecasts of acreage 
and production of the 1951 cotton crop. This response reflected the tight balance 
existing between the supply of cotton and domestic and export demands. On 
July 9, 1951, when the first official forecast of the 1951 cotton acreage was 
released, cotton prices in the 10 spot markets averaged 43.69 cents per pound for 
Middling !4,-inch cotton sy August 8 the average price had dropped to 34:94 
cents per pound in response to estimates of a large cotton acreage and heavy 
production of 17.3 million bales on August 8. The average price ranged between 
34 cents and 37 cents from August 8 until November 8, when the official forecast 
of production was reduced from a level of 17 million bales to a smaller crop of 
15.8 million bales. Cotton prices responded by increasing to 41.45 cents per 
pound on November 8 and increasing further to 42.85 on December 10 when the 
forecast of production was reduced to 15.3 million bales. 

A table which shows the production, carry-over, supply, disappearance, and 
prices of United States cotton for the early part of 1951-52 marketing year is 
attached. This tabulation shows that the price trend was down in the period 
from July 9 to September 10, but this down trend was reversed and prices rose in 
the period from September 10 to December 10. 

Sincerely yours, 
LIONEL C. Hoi, 
Acting Administrator. 


ATTACH MENT 


Production, carry-over, supply, disappearance, and prices of cotton for early part 
of 1951-52 marketing year 


Disappear- 
Production ance for 1951 Estimated | 10 spot-mar- 
| (asestimated| Carry-over | Supply for | 52 marketing) “SU™StC | Kot average 
Date by Bureau of | as of Aug. 1, | 1951-52 mar-| year (esti- bar . 4S! prices for 
Agricultural 1951 keting year mated con- . ean ' Imiddiling '\« 
Economics) sumption -” | inch cotton 


and exports 


Cents per 


1,000 bales 1,000 bales 1,000 bales 1,000 bales 1,000 bales pound 
July 9, 1951 220, 510 43.69 
Aug. 8, 1951 17, 266 2, 278 19, 544 15, 500 4.044 34. 94 
Sept. 10, 1951 17, 291 2, 278 19, 569 15, 500 4, 069 34, 22 
Oct. &, 1951 16, 931 2, 278 19, 200 15, 500 3, 709 36. 87 
Nov. 8, 1951 15, 771 2,278 18, 049 15, 500 2 49 41.45 
Dec. 10, 1951 15, 200 2.278 58 15, 500 2. 068 2.85 


! Disappearance of 15,500,000 bales (9,500,000 for consumption and 6,000,000 bales exports) is currently 
estimated for the marketing year, Aug. 1, 1951, to July 31, 1952 
? Bureau of Agricultural Economics estimated 29,519,000 acres in cultivation as of July 1, 1951 
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[Cotton Trade Journal, October 5, 1951] 
First Estimate or Eeypr’s Crop Is 8,083,000 CANTARS 


ALEXANDRIA, Egypt, Oct. 5.—-The first estimate of the new cotton crop for Egypt 
has been issued by the Ministry of Agriculture. The initial estimate was placed 
at 8,033,000 cantars. 

The crop was estimated as follows: 

Long staple, 3,040,000 cantars, including 2,537,000 Karnak. 

Giza 30 and 31, 1,259,000 cantars. 

Ashmuni, Zagora, and others, 3,734,000 cantars. 

Last year’s first estimate was 8,804,000 cantars, and the second estimate was 
8,302,886 cantars. 

Average yield this year is estimated at 4.06 cantars per feddan, compared with 
4.50 cantars per feddan a year ago. 


{The Memphis (Tenn.) Commercial Appeal, Friday Morning, November 9, 1951] 


Corron Wortp SHAKEN BY Low Crop REPORT—GOVERNMENT SHAVES PREVIOUS 
Ficure 7 Percent—Prices STREAK AHEAD 


(By the Associated Press) 


WASHINGTON, November 8.—Government estimates of the size of the 1951 
cotton crop dropped 7 percent.* * * 

Production of American-Egyptian-type cotton was estimated at 43,200 bales 
compared with 64,200 last year and 25,400 for the 10-year average. Production by 
States was reported as follows: Texas, 17,000 bales; New Mexico, 6,000; and 


Arizona, 20,000. 


{From the Memphis (Tenn.) Commercial Appeal Daily Reviews of World and Local Markets 
and Agriculture, November 10, 1951] 
CoTroNn FUTURES RAcE TOWARD CEILING PricE—NEARBY DECEMBER AT 43.73 CENTS— 
DeMAND Heavy—Spots Up $10 a BALe 

* * * As a result of Thursday's cut of 1,100,000 bales in the production 
estimate of the United States, the International Cotton Advisory Committee said 
the world output will be between 33,000,000 and 35,000,000 bales, against an earlier 
estimate this year of 36,000,000 bales and last year's total of 27,600,000 bales. 


FOREIGN ESTIMATES CUT 


The committee also revealed that substantial cuts have had to be made in crop 
estimates for Egypt, Turkey, India, the Sudan, Syria, and other producers, and 
if consumption is maintained at last season’s record-breaking rate all or nearly 
all of this season's production will be absorbed, leaving world carry-over of near 
10,900,000 bales, lowest level in many years. * * * 

H. R. 


Mr. Wacker. I think that we can furnish about the complete infor- 
mation. Needless to say, this newspaper publicity back in January, 
before we purchased, contributed greatly, I think, to the increase in 
the prices, because when they are talking about buying 750,000 bales 
over a period of 5 years, and the Egyptian market is a very sensitive 
market—— 
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Mr. Correr. Was there a leak, do you think? 

Mr. Waker. Well, some official of the Munitions Board—did not 
give the name—was quoted as saying that that was true, but it was 
repeated over and over. There is another thing that I think con- 
tributed to the rather high Egyptian prices which our own export- 
control programs about that time and our own cotton, the Egyptian 
crop conditions, all controlled. 

Back earlier in‘1951, August and September, I think, cotton could 
have been purchased, de livered in this country, for something like 
85 or 9O cents. 

Mr. Correr. Just shortly prior to that ? 

Mr. Waker. Back in September, and so on, but the Senator will 
recall what happened to our domestic prices here. Senator, when our 
crop—each report was lower than the other—and the identical condi- 
tions prevailed in Egypt, that they had the earlier reports indicating 
a wonderful crop, and then it was drastically reduced. 

The Cuatrrman. That was the same, at about the same time that the 
partment stated that the goals set for that year would be exceeded 
by almost a couple of million bales. 

Mr. Wacker. That is right. 

The CHarrmMan. As a result of that statement, prices went down. 

Mr. Waker. That is right. 

The CuHamman. I presume that had an effect on the markets of 
Egypt and everywhere else, but later on, as the cotton crop was being 
gathered, the Department came out finally with the prediction that the 
actual harvest of cotton would be under 16,000,000 bales and prices 
shotup. Isthat true? 

Mr. Warxker. That istrue. And at the same time—— 

The Cuaimman. In order to round out the picture, then, it might 
be well that you give us the prices prevailing during that particular 
time, its effect on the Egyptian market, which was, of course, apparent 
and also necessary reports that emanated, as you say, so far as you 
know, from the Munitions Board when it was printed by the news- 
papers that the Government would be in the market for six or seven 
hundred thousand bales of Egyptian cotton. I wish you would put 
all of that in the record. 

Senator Aiken. Should we not go back to about September 15, and 
take September, October, November, and December, up to February 
15, to show the trend ¢ 

The Cuairman. It might be better to start in August. 

Senator Arken. That is probably better. 
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‘ 


(The information furnished is as follows :) 


ExnHrsit No. 53 


Crop estimates, ginnings, reported spot sales and prices for Middling 15/16-inch 
in 10 spot markets, season 1951-52 


Reported spot sales Middling 

(weekly 15/16-inch 

Date Crop estimate Ginnings 10-market 

average, 

1950 1951 Friday 

Bales Rales Rales Rales 

July 6 49, 300 31, 100 44. 37 
July 9 29. 510, 000 43. 69 
July 13 106, 300 40, 300 40. 82 
July 2 122, 300 27, 100 37. 8 
July 27 192, 500 39, 900 36. 82 
Aug. 3 a 360, 900 46, 800 35. 2 
Aug. 8 2 17, 266, 000 34. 04 
Aug. 10 3.4, 900 73, 600 35. 25 
Aug. 17 337, 100 120, 600 34. 06 
Aug. 24 538, 000 189, 200 143, 800 35. 05 
Aug. 31 176, 300 199, 000 34. 32 
Sept. 7 243, 100 181, 900 34. 32 
Sept. 10 2 17, 291, 000 2. 010, 000 34. 22 
Sept. 14 263, 100 245, 300 34. 56 
Sept. 21 3, 601, 000 327, 700 220, 600 35. 29 
Sept. 28 398, 500 302, 400 36. 32 
Oct. 5 | 400, 100 316, 700 | 36. &3 
Oct. 8 2 16, 931, 000 4, 468, 000 36. 87 
Oct. 12 258, 200 357, 100 36. 42 
Oct. 19 315, 400 412, 700 36. 63 
Oct. 25 8, 389, 000 j } 37.08 
Oct. 26 375, 400 390, 500 37. 53 
Nov. 2 364, 200 458, 200 38. 94 
Nov. 8 2 15, 771, 000 10, 022, 000 41.45 
Nov. 9 244, 300 354, 100 43.43 
Nov. 16 347, 100 400, 100 41. 67 
Nov. 23 - 11, 113, 000 253, 600 266, 100 42. 02 
Nov. 30 247, 000 | 464, 700 43. 16 
Dec. 7 179, 600 414, 200 43. 35 
Dec. 10 2 15, 290, 000 12, 803, 000 42. 85 
Dee. 14 P 167, 400 289, 200 | 41.49 
Dec. 21 13, 354, 000 220, 700 202, 600 | 41.78 
Dec. 28 92, 100 86, 700 41.34 
Jan. 4 136, 200 104, 600 | 41.97 
Jan. 11 223, 900 225, 100 | 42.40 
Jan. 18 181, 300 242, 500 41.37 
Jan. 25 14, 508, 000 178, 900 192, 100 41.75 
Feb. 1 145, 600 41.93 


Acres in cultivation 
? Bales 


The CHairman. As I remember, the first report was when the 
announcement was made. Let us do it this way: Suppose you give us 
the information from the first report made by the Department as to 
the domestic production, and then we can compare the prices prevailing 
in this country with the foreign prices, and for each month thereafter, 
until after this purchase was made by our Government from these 
various representatives of the Egyptian Government. 

Mr. Beux. I would like to say this: It will take some time to ge-back 
and develop a series of spot cotton prices in Egypt, because they do not 
maintain a system like we do in this country of 10 spot market prices 
which are quoted every day. 

The Cuairnman. I do not think the committee wants that. 

Senator A1rkEN. Those spot prices existed on the long staple. 

The Cuarman. That is what I had in mind. 

Mr. Correr. Would that not substantially reflect what the situation 


was here / 
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Mr. Bett. Only information we would have of what cash prices for 
Egyptian type of cotton in this country at any time would be whether 
or not folks were making us offers at that time. 

Mr. Correr. You would have it in your trade papers and everything 
else, would you not ¢ 

Mr. Bett. No. 

The Cuarrmman. He said it could be obtained, but it would take quite 
a bit of time. 

Mr. Beit. There is no daily price quotations of Egyptian cotton. 

The Cuarmman. I do not believe we want to do that, but since the 
question has been raised, it might be helpful. 

Mr. Corrrr. If it has any bearing, I think it should be in. 

The Cuamman. I do not know that it has any at all. 

Mr. Waker. It seems to me that it would, plus the condition of the 
crop in Egypt. 

The CHarrMaAN. If you could supply that for us, it will be placed in 
the record at this point. We want to be certain that we get all of it, 
good and bad, just as it was. 

Mr. Bev... Right. 

Mr. Warker. We will try to get it all the way back. 

The Cuarman. Did you expect to examine Mr. William McArthur 
today ¢ 

Mr. Correr. He was called principally in connection with this barter 
case, but since we were not able to develop the whole picture I think 
that-we had better defer and call him, if at all in connection with this 
case, depending on whether we go back into this case, if the Depart- 
ment should have a change of heart. 

The Cuamroan. Let us not put it that way, Mr. Cotter. As I told 
vou, I am going to try to do that, and I want to be perfectly frank in 
saying this: That up to the present time I have not, as you know, had 
any difficulty in obtaining any information that you sought. 

Mr. Correr. That is right. 

The Crarmman. Yesterday you asked for it, and I probably mis- 
understood you. I did not understand you desired to go into the 
personnel file of Mr. Walker. And when I say personnel—— 

Senator Arken. The loyalty files. 

The CHarrMan (continuing). I mean the complete personnel files ex 
clusive of confidential matter: in other words, I presume the FBI inves 
tigated him. I want to assure you and assure this committee that I 
am going to make a request of the Department and I feel confident, as 
has been true in the past, that I will be able to obtain anything con 
nected with these transactions that we have talked about. outside, of 
course, of the invest iat ions that were made of Mr. Walker personally. 

Mr. Correr. We were not interested in that. 

The CuatrmMan. I understand that. 

When the hearing first started this morning, as I understood from 
you, and I believe it is in the record, you wanted to go into the qual 
fications of Mr. Walker. Of course, to my mind that spells out im 
mediately that we would have to go into that part of his personne! file 
which, in my judgment, is covered by those Executive orders. 

If the committee is desirous of going into Mr. Walker's personne! 
file, I will cheerfully write the letter to the President if it is thought 
necessary to obtain them. 
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Mr. Correr. Mr. Chairman, I meant that we should look at the 
fitness of the men who were handling these programs; I mean, to look 
at it through other acts that they may have engaged in, in connection 
with the discharge of their duties. I was not looking toward tne 
personnel or loyalty, and so forth. 

The CuatrmMan. I understand that now. And I believe that one 
of the questions, in fact the line of questioning that you desired to 
pursue, was in respect to gifts. Have you covered that thoroughly, 
Mr. Walker? Is there anything else that you desire to add in respect 
to the matter of gifts? 

You say you never received gifts. You changed things you had 
for things that Mr. Mansour had ? 

Mr. Waker. That is correct. And we arrived at that agreement— 
it was not completed, but we arrived at this deal—he was still an 
employee of the Government, and I was an employee of the Govern- 
ment- 

The Cuarrman. Did you ever visit Mr. Mansour in Egypt? 

Mr. Waker. No, sir. 

The Cuarrman. And while this transaction, this barter took place 
of your goods for his goods, you say that he was connected with the 
Government, as well as you were? 

Mr. Waker. At the beginning, but before it was completed, Sen- 
ator, he was over with the cotton company. 

The Cuarmman. Are there any further questions? 

Senator Arkxen. I do not think that there is any question but what 
the Secretary will direct that the information be made available. 

The Cuatrman. I do not think there is any doubt about it. I am 
sure he will furnish it, and I am sure that if I had known yesterday 
what I know now I could have obtained it easily yesterday, very easily, 
because it has been sent in other cases. 

Mr. Waker. I would like to add this one thing in connection with 
the picture, while we are on it. I would like to say that the picture 
itself, having it painted and having it made, would run about close 
to $200. It was about 200 hours’ work on it, as I stated to you. The 
picture, after the crate to ship it overseas to be sure that it got there, 
being glass and as heavy as it was, the crate itself required about $37 
worth of lumber and about 3 days’ time for me to crate it. 

The Cuarrman. How much, in your opinion, was the value of that 
picture ¢ 

Mr. Wacker. About a thousand dollars. I mean, it cost $241 
freight on it. 

Mr. Correr. To ship it over there, and you paid that ? 

Mr. Waker. Yes, sir; to get it over there. 

The Cuatrman. Are there any further questions? 

If not, we thank you very much, Mr. Walker. 

The committee stands in recess until tomorrow morning at 10 
o'clock. 

(Whereupon at 1 p. m., the committee recessed to reconvene at 10 
a. m., Friday, May 2, 1952.) 
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INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


FRIDAY, MAY 2, 1952 


Unirep States SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry. 
Washington, D.C, 

The committee met, pursuant to recess, at 10:40 a. m., room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) pre- 
siding. 

Present: Senators Ellender, Eastland, and Aiken. 

Also present: Paul J. Cotter, chief counsel for investigations, and 
Edward C, Kennelly, assistant counsel for investigations. 

The Cuatrman. The committee will come to order. 

Mr. Walker, you have already been sworn ? 

Mr. Waker. Yes, sir. 

The CHarrmMan. Have a seat. 

Mr. Correr. Mr. Mesibov, will you come forward, too? 

The Cuarrman. Raise your right hand. Do you solemnly swear 
to tell the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 


Mr. Mestprov. I do. 


TESTIMONY OF HAROLD MESIBOV, ASSISTANT COMPLIANCE OFFI- 
CER, OFFICE OF COMPLIANCE AND INVESTIGATION, PRODUCTION 
AND MARKETING ADMINISTRATION, NEW YORK, N. Y. 


Mr. Correr. Will you identify yourself for the record ? 

Mr. Mestsov. Harold Mesibov, assistant compliance officer, New 
York Field Office of Compliance and Investigation, PMA. 

Mr. Correr. And did you conduct an investigation of the long- 
staple cotton-procurement program ¢ 

Mr. Mestrov. I did. 

Mr. Correr. When did you conduct that investigation ¢ 

Mr. Mesinov. Oh, from the middle of February until about the 
middle of April or latter part of April. 

The Cuarrman. This year? 

Mr. Mestrov. Of this year. 

Senator Easttanp. Why did you conduct the investigation / 

Mr. Mestsov. The assignment was given to me by my chief in 
Washington. And it was to check into allegations in connection with 
the handling of the program. 

Senator Eastnanp. In other words, he thought that there might 
be something wrong: therefore you were assigned to investigate : is 
that correct ¢ 

1203 
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Mr. Mestrov. I do not know whether it was a matter of opinion 
on his part or a request from administrative officials, 

Senator EastLanp. He thought— 

Mr. Mestsov. Of our office. 

Senator Easrianp. He thought there were certain charges of 
wrongdoing that merited investigation then ¢ 

Mr. Mestrov. Well, I still do not know what his opinion was. I 
know he had a specific request to investigate certain charges, 

Senator Easr.uanp. Yes, sir. 

The Cuamman. Do you know who made the charges; was that dis- 
closed to yous 

Mr. Mesimov. Part of the charges appeared in the newspaper 
column. 

The Cuamman. Mr. Drew Pearson's? 

Mr. Mestrov. Mr. Drew Pearson. I believe the column was Febru 
ary 14 or 15, 1952. 

Mr. Correr. Did you write a report of your investigation, Mr. 
Mesibov ¢ 

Mr. Mestrov. ] did. 

Mr. Correr. Do you know how many pages are in that report ‘ 

Mr. Mestnov. Approximately 75 to 80 pages exclusive of exhibits. 

Mr. Correr. And how many exhibits ¢ 

Mr. Mestnov. I believe there were about 45 or 46 exhibits. 

Mr. Correr. Do you have the report with von here today ¢ 

Mr. Mrestnov. I do not. 

Mr. Correr. Did you receive any instructions with respect to what 
parts of the report you could discuss ¢ 

Mr. Mestmov. I did. 

Mr. Correr. Could you tell us what parts vou can discuss under 
your instructions ¢ 

Senator Eastitanp. Where is the report Walt a minute. 

Mr. Mestmov. | do not know. It would be in the Department and 
in our own office: there were a number of copies of it. 

Senator East.anp. Why did you not bring the report ¢ 

Mr. Mi SIBOV. Because mis instru tions from miv ¢ hief were to bring 
over this material that I was given and that I was permitted to go into 
anything in that material. 

The Cuarmman. What reasons were given to you not to disclose 
those things that you are not supposed to disclose, what instructions ? 

Mr. Mesinoyv. Well. as I understand it certain of the material is 
restricted or classified material. 

The Cuamman. Do you know what it dealt with? 

Mr. Mesipov. Yes: ] do. 

The CuatrmMan. What / 

Mr. Mestnov. It dealt with the national stockpile and procurement 
activities under that stockpile, other related matters. 

The Cuamman. And strictly to that ¢ 

Mr. Mesinov. No. I was not told that it was strictly to that. I 
mean | was 

The Cuatmman. No, no: what I mean is what you were asked not to 
testify about concerned strictly the thing that vou have just men- 
tioned ? 

Mr. Mestnov. Classified material: that is correct. 


mls 
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The CHAIKMAN. Would you be able to tell us from your own report 
a description of this classified material without going into any details 
of it; in other words, why is it classified, what would you be disclos 
ing that would hurt our country in case you did disclose it without 
going specifically into the actual facts / 

Mr. Mestmov. The program itself dealt with the procurement of 
extra-long-staple cotton for the national stocky vile. Extra-long-staple 
cotton is on the strategic list of materials require d that will be required 
fol this country’s defense, and it is in connection with that that this 
material deals. 

The CoatirMan. To the extent that it deals with the number of bales 
purchased ? 

Mr. Mesinov. That is correct. 

Che CuHarrmMan. As tothe price paid for it / 

Mr. Mesinov. That is correct. 

The (CHAIRMAN. As to the actual contracts with respect to those 
dealings ¢ 

Mr. Mestnov. That is right. 

The CHarrman. In the prohibition made against your testifying 
with relation to any particular | yhase of this, were you restricted j 
your testimony as to the part that Mr. Walker played in this trans- 
action ¢ 

Mr. Mestnoy. No; not unless it was directly related to any of this 
material. 

The Cuairman. In other words, as I understand, under your instruc 
tions you were at liberty to testify to anything you found regarding 
the part Mr. Walker pl: ayed in these transactions? 

Mr. Mestnov. That is correct. 

The CHamrman. And you are now ready to so testify ? 

Mr. Mestnov. That is right. 

Senator Arken. Mr. Mesibov, did Mr. Cotter request you to appear 
before the committee yesterday ? 

Mr. Merstpovy. Not me personally ; ho, 

Mr. Correr. Were you told by somebody to come and then told not 
to come é 

Mr. Musisov. That is correct. 

Senator Arken. Who told you not to appear? 

Mr. Mesinov. My chief called me in New York at my official station 
on Wednesday afternoon, told me that my presence would be required 
yesterday, and sometime later he placed another call to my home— 
I was not there—and told that for the time being my presence would 
not be required. 

Senator Arken. Who is your chief? 

Mr. Mesinov. William H. Duggan. 

Mr. Corrrer. Did he indicate to you that he was merely carrying 
out instructions / 

Mr. Mestsov. That is the impression that I got. 

Mr. Corrrer. Well, this report you say is 75 pages. Does it contain 
facts or merely opinions ? 

Mr. Mesinov. Almost exclusively facts. 

Senator ArkEN. Does it deal with the methods of placing the con- 
tracts ? 


Mr. Mesrnov. It does. 
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Senator Arxen. If there are any irregularities in placing the con 
tract, would it deal with them ¢ 

Mr. Mestpov. It would. 

Senator Arken. Does it? 

Mr. Mesrsov. There are some parts of it that do. 

Senator EastLanp. What does that deal with—irregularities? Is 
that your answer? I did not understand your answer. 

Mr. Mesisov. In connection with the contracts, the placing of the 
contracts. 

Senator Eastitanp. You found some irregularities? 

Mr. Mestrov. Yes, sir. 

Senator EastLanp. Who was responsible ? 

Mr. Mestmov. Well, the facts seem to indicate that the responsibility 
was Mr. Walker’s. 

Senator Easrtanp. What were those irregularities? 

Mr. Mesisov. You are referring now to the contracts themselves? 

Senator EasrLanp. I am referring to the irregularities that you have 
just said you found that involved Mr. Walker. 

Now, what were those irregularities ? 

Mr. Mestsov. Well, they refer to Mr. Walker himself. There was 
one instance in the presentation and consideration of an offer made 
at the time that we were requesting offers for the purchase of this 
cotton in December 1951. 

Senator Easrtanp. Now did that irregularity favor any individual? 

Mr. Mestrov. It would seem to have. 

Senator Easr.anp. Yes, sir. Who was that individual ? 

Mr. Mestnov. Well, rather than any one individual, it would have 
favored probably all of those who received favorable consideration, 
because if this other bid had been given consideration it would have 
affected the purchasing generally up and down the line. 

Senator EasrLanp. Yes, sir. What other irregularities in addition ? 

The CHarrMan. Can you be a little more specific as to that par- 
ticular phase of it? You say that whatever was done by Mr. Walker 
would have been favorable to all of those who were successful in 
obtaining the purchase of this cotton. 

What was done by Mr. Walker that would cause that ? 

Mr. Mestmov. At the time there was approximately 12 or 15 offers 
under consideration. The number might vary one or two either way. 

Successful bids, or, rather, awards were made to six of those offer- 
ers. One of the unsuccessful parties had submitted two offers. They 
were alternate offers. And his low offer would have resulted, if 
accepted, in realining the schedule under which they considered all 
of the bids. In other words, they used certain standards and a certain 
price formula, and a low bid could affect the entire thing and possibly 
knock off the top one or two successful bidders and make them unsuc- 
cessful by coming in underneath. 

The CHarrman. I see. Well, now, do you know whether or not 
Mr. Walker was the only one responsible for that? As I understood 
Mr. Walker’s testimony yesterday, he stated that after the offer was 
made—particularly let us say in December, on a certain date—the 
bids were gathered by somebody in the office and then taken and tabu- 
lated and passed upon by half a dozen people, one of whom, as I 
remember, was Mr. Frank Woolley. 
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Mr. Mestrov. Pardon me, sir, Mr. Wooley was not in on that. He 
was in on the earlier sale. 

The CHarrMAN. Well, all ri 
mentioned in December. 

Mr. Mesinov. Yes. 

The CuarrMan. Mr. Woolley was in on the February sale? 

Mr. Mestnov. That is correct. 

The CuarrMan, The February part? 

Mr. Mesipov. Yes. 

The Cuarmman. Would you be able to tell us who was on this 
board, who were the people who passed upon the bids after they were 
tabulated, and who are responsible for the manner and method in 
which the purchases were finally consummated ¢ 

Senator ArkEN. Are you speaking of the February or December ¢ 

The Cuarrman. The December. 

Senator Arken. The December one ? 

The CHarrMan. December; that is the one he is talking about. 

Senator AIKEN. That was last December ? 

Mr. Mestrov. Yes. 

Senator ArkKEN. I assume that the Commodity Credit Corporation 
board which passed on the bids in February was passing on the bids 
which had been submitted to them as having been received by the 
Cotton Branch, and that this board passed on the bids rather than 
setting up the stipulation for the bids; is that correct ! 

Mr. Mesinov. Well, they followed two different procedures in the 
consideration of the bids in each period, and on the second bid the 
preliminary information was prepared and tabulated in the Cotton 
Branch, and then it was presented to a three-man committee. Now, 
that three-man committee was comprised of Mr. Walker, Mr. Carney, 
I believe, Brasfield—he is the former Director of the Fiscal Branch of 
PMA, and I believe that he is now with the General Accounting 
Office. 

Senator Arken. He resigned soon afterward; did he not? 

Mr. Mestpov. That is correct. 

Senator ArkEN. And went to the General Accounting Office ? 

Mr. Mestnov. Yes. And Mr. Kruse of PMA. 

Senator Arken. Were the specifications set up for the December 
bids sufficiently different so that it enabled any particular bidders to 
vet a larger percentage of the order? 

Mr. Mesisov. The bids were different. 

THe CuHarrmMan. Could you answer the question? We will get into 
that later, Senator, but what I want to find out is this: You referred to 
certain things done by Mr. Walker. 

Mr. Mesinov. That is correct. 

The Cuatrrman. The evidence before the committe, so far, is that 
when these bids were received they were all tabulated by a number of 
people. 

Mr. Mestnov. That is correct. 

The CHarrman. Including Mr. Walker. 

Mr. Mesipoy. Yes. 

The Cuarrman. Is that true? 

Mr. Mestwov. Partially. 

The CHarrMan. Where does it differ from the testimony we have 
before us? : 


ght. Let us talk about the one that you 
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Mr. Mesinov. That was the general procedure that was adopted. 
However, in the case of this one bid, the alternate bid or lower bid was 
not included in that tabulation. 

The Cuairman. What bid was that? Can you give us the name 
of the party ? 

Mr. Mesimov. Yes: it was a firm by the name of O'Donnell Bros. 
of New York City. They submitted two bids that were almost identi 
cal, with a slight Variation im quantity and a decided variation in 
price, and they mentioned that in their bids. They made both offers 
subject to the terms of our contract without any exceptions. The two 
men who submitted the offer to Mr. Walker said that they told him 
that the lower offer could be considered if transshipment were per 
mitted; in other words, if the cotton came from Egypt to some other 
country and then to our country. They were told originally, accord 
ing to their statement, that that would be permitted, but when they 
came to actually deliver the two offers they stated that Mr. Walker 
told them that they had to have an Alexandria bill of lading, which 
meant that the cotton had to come direcly from Egypt. 

Senator Eastianp. Did that ruling materially benefit Egyptian 
cotton shippers 4 

Mr. Mesisoy. Actually, there was no such provision or requirement 

n the contract. And that is the opinion that we have gotten from our 
Solicitor’s office. In other words, if the contract provisions could be 
met in all other respects, there was nothing wrong with transship 
ment: and, in fact, some other firms—at least one that I know of— 
actually did deliver cotton to us under the contract through the trans 
shipment process. 

Senator AikEN. Which one was that / 

Mr. Mestpeov. I am not sure of the name. I believe it is Shaw & Co. 

Senator Arxen. Therefore, O'Donnell was unsuccessful in getting 
a contract at the December 3d occasion ¢ 

Mr. Mestrpov. Well, that is correct, because the people in the Cotton 
Branch who prepared the tabulation said that Mr. Walker told them 
not to list this lower offer, because O'Donnell Bros. could not meet the 
contract requirement of the Egyptian testing-house weight certifica 
tions, 

There is a variance between Mr. Walker’s version of that conversa 
tion—with the O°Donnell representatives—and the two men from 
O’Donnell Bros. on that. 

Senator ArkeN. What was the difference / 

Senator Easrtanp. What was the low bid? 

Mr. Mesitnov. The bid that was not considered and was not tabulated 
would have been one of the lowest if not the lowest bid for each of two 
or three cate rories that it offered. 

Senator Eastianp. About how much did the Government lose ? 

Mr. Mesinoy. I would not be in a position to know that, sir. 

Senator Aiken. What was the difference in cents per pound; do you 
recall ? : 

Mr. Mestreon. Well, the difference in O'Donnell’s two bids was ap 
proximately I> cents a pound, 

Senator Armen. That is right. 

Mr. Mestroy. But that would not be a fair appraisal of the picture, 
because ( Vy Jonnell’s high bid was de idedly higher than other bids that 
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we accepted ; so that actually their lower bid would have been quite 
a bit less than the 15 cents under other bids. 

The Cuainman. How much? 

Mr. Mestpov. [t would have been a matter of a few cents; it might 
Vary i) some Instances, 

Phe CuarkMan. Just about ? 

Mr. Mestrov. Eight or nine cents. 

The CHairnMAN. You mean average 

Mr. Mesinoy. They submitted their bid in three or four different 
classes, and in each class there was a different price range and a differ- 
ent number of offers being considered. 

The Cuamman. To whom did Mr. Walter talk? Was it to any 
member of the board that finally tabulated these bids. How did that 
come about? Will you tell us how that oecurred 4 

Mr. Mesinov. After these bids were tabulated there was a meeting, 
| believe, in Mr. Kruse's office. There were present at that meeting 
with Mr. Walker, Mr. Kruse, Mr. Brasfield and, I believe, Mr. Raper 
and Mr. Bell of the Cotton Branch. Actually, only three of them were 
menibers of the committee passing on the offers. 

The CHatmrman. Who were they / 

Mr. Mesinov. They were Mr. Brasfield, Mr. Kruse, and Mr. Walker. 
Now. Mr. Brastfield and Mr. Kruse have both stated that there was 
only a very casual reference at the time of the presentation of the bids 
by Mr. Walker to this low O’Donnell bid, and that actually they never 
did know until they spoke to them what quantity was invo ‘ived or what 
the full prices were in connection with that low bid. They had the 
impression that it was just a few odd lots that were under discussion 
and that it was cotton which supposedly was located in ports around 
the world that could be picked up for a few cents, but where the trouble 
would not warrant t! 


/ 


he quantities involved. 

The CHarrman. After you dise losed to those two individuals your 
findings, did they appear surprised, or what was their reaction ? 

Mr. Mes pov. They did. 

The Cuarrman. Did they agree with you that your findings up to 
that point were correct / 

Mr. Mestnoy. They did. 

The Cuatrman. They did / 

Mr. Mesinov. Yes. And they mentioned that this additional fact 
might have affected their consideration of all of the bids. 

The CHAIRMAN. Without disclosing the number of bales that were 
pur hased by the Government from all of the offers that were re 
ceived at this December bidding, would you be able to tell us percent- 
agewise how much of this cotton was involved in this transaction 
that we are now discussing, that is, where there was something 
which you term as “wrongdoing”? . 

Mr. Mesisov. Well, Ud say that that particular offer would have 
represented roughly 5 percent of what we eventually did buy. 

The Cuairman. Five percent of the total number— 

Mr. Mestrov. Yes. 

The Cuamman (continuing). Of bales purchased in that offer? 

Mr. Mesipov. At that one time. 

Senator Arken. Mr. Chairman, may I ask Mr. Mesibov, did you 
find that the O’Donnell company Was given an order later on? 


4 e2 pt. 2 








1210 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Mesinov. Not during the course of my investigation. 

Senator A1rxen. How far up did your investigation go / 

Mr. Mesisov. My investigation was concluded about on the 2\st 
or 22d of April. I did hear that they did get a small award at that 
time. 

Senator Arxen. Mr. Bell testified yesterday that they received a 
contract after the December 3d opening; I think it was Mr. Bell that 
testified to that effect. 

Mr. Mesipov. Well, it would have been—— 

Senator Arken. Would you call several million pounds a small 
contract ¢ 

Mr. Mesinov. I do not believe that I knew anything about that at 
that time, because—— 

Senator Arken. Maybe you ought to check into that. Did anyone 
tell you not to look into that? 

Mr. Mestnov. No, sir. 

Senator Arken. And the manner in which they received a very 
substantial order, I would say might be interesting. 

Mr. Mestnov. Well, if I may explain my position. 

Senator Arken. You just did not go into it, that is all. 

Mr. Mesrnov. May I explain my position? 

Senator Arken. Yes. 

Mr. Mestsov. When I completed this assignment I returned to 
New York to my regular station and I have been handling my regular 
duties since that time and I have had absolutely no contact with the 
cotton program or this investigation since then. 

Mr. Arxen. And you were only investigating events through the 
letting of the December 3 contract ¢ 

Mr. Mestnov. That is right. Any collateral material that came to 
my attention subsequent to that time, that had any direct bearing on 
the other procurement. 

Senator Arxen. I simply asked that, Mr. Chairman, because of Mr. 
Bell’s testimony that O'Donnell did receive a substantial contract 
after he had been denied a contract at the December 3 opening. 1 
think the manner in which he received it would be interesting. 

The CHarrMan. Just one minute, Senator. You were not restricted 
in any manner as to what transactions you were to investigate wherein 
Mr. Walker was concerned, were you / 

Mr. Mesizov. Not at all. 

The Cuarrman. Why did you not look into this subsequent trans 
action that Senator Aiken refers to? I do not recall what he is talking 
about now, but we can clarify it in a few minutes. 

Mr. Mesinov. That could not have been before April because we did 
absolutely— 

The Cuarrman. Before April of 

Mr. Mesinov. Of 1952. 

The CuarrMan. It could not have happened ¢ 

Mr. Mesinov. No; because we did absolutely no procurement until 
the latter part of March 1952, while this investigation was in progress, 
and then the latter part of March 1952 a new program was announced 
where we stated, according to the press release, that we would receive 
offers, | believe, at 2-week intervals beginning, the date might have 
been March 30 or 31, and I know that on the first of those offers which 
was March 51, nothing was accepted as I learned, from anybody. 
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The CuarrMan. Insofar then as your investigation discloses the 
only transaction in which O’Donnell appeared was in the December 
transaction ? 

Mr. Mestnov. No, sir. In the February transaction. This is going 
back to February of 1951. O’Donnell Bros. did sell not too large a 
quantity. 

The CuarrMan. Did you find that to be regular ? 

Mr. Mesinov. Yes, sir. 

The Cuarrman. The only discrepancy that you found was with 
respect to the December offers ¢ 

Mr. Mesisov. That is correct. 

The Cuatrman. And as you have just related ? 

Mr. Mesipov. That is right. 

The CuarrMan. It concerned about 5 percent of the entire amount 
of cotton purchased at that December letting ¢ 

Mr. Mesinov. That is right. 

Senator EastLanp. Wait a minute. I want to ask him some ques- 
tions. This discrepancy in December, was that the only discrepancy 
that you found ? 

The Cuatrman. What was the question ¢ 

Senator Easrianp. I asked him if the discrepancy in December 
was the only discrepancy that he found. 

Mr. Mesinov. Do you mean in the consideration of the offers at 
that time ¢ 

Senator Easritanp. I mean any other discrepancies in addition to 
that one that you found. 

Mr. Mesinoy. I am afraid I do not quite understand it. You mean 
on Mr. Walker’s part? 

Senator EastLanp. Or anybody else’s. 

Mr. Mesipov. Yes. I did not find any irregularities on anybody 
else’s part. 

Senator Easrtanp. But Mr. Walker? 

Mr. Mesinov. That is right. And in that one instance. And there 
were other matters that were developed during the course of the entire 
investigation. 

Senator Eastianp. Is that the only irregularity that you charged 
against Mr. Walker ¢ 

Mr. Mestrov. I do not make any charges of irregularities. 

Senator Easrianp. I know, of course, you do not, but I say, is this 
December 3 date the only thing that did not look right on the part of 
Mr. Walker—is that the only one? 

Mr. Mestnov. No; there were other actions that did not look right 
on his part. 

The CuarrmMan. Will you tell us? 

Senator. Easttanp. Wait a minute. I would like to get through 
with this December one first. I want to pin it down, the December 
letting that represented 5 percent. Did any Egyptian individual 
primarily benefit from that letting, in your judgment? 

Mr. Mesinov. Well, I would not be able to say whether they did or 
not. There was the one firm that did get the larger percentage of the 
award. 

Senator EastLanp. Yes? 

Mr. Mestnov. But in the actual handling of the award, the consider- 
ation of the bid, there was no irregularity, in other words, the facts as 
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presented to the committee were, at least, as they appeared on the 
surface. 

Senator Easruanp. Yes, sir. Now, I want to ask you this question as 
to this irregularity. And I want your judgment. Was that the irregu 
larity that was due to negligence, was it due to incompetence or was it 
an act in your judgment that would involve moral turpitude? I want 
to know that. You investigated it. Just what is your judgment ? 

Mr. Mestnov. Well, I would not want to characterize it. Ud say 
that it was information which should have been presented to the com 
mittee considering the bids. 

Senator Eastitanp. Well, do you think, in your judgment do you 
think it was negligence, or do you think it was worse, Incompetence or 
worse—just what is your best judgment ! 

Mr. Mesinoy. I'd say it was a misrepresentation of facts with respect 
to that particular bid. 

Senator EasrLanp. Do you think it was such a material misrepre 
sentation that Mr. Walker should be censored for it, or do you think it 
was just a mistake which we all are guilty of ¢ 

Mr. Mesinov. That is some thing that I would not want to pass upon, 
sir, because in my position I am solely a fact-finder. 

Senator EastLanp. Yes, sir, that is right. 

Mr. Mesinov. And as in this case, when my report goes in I am 
usually out of the picture and administrative officials handle the 
matter from that point on. 

Senator EastLtanp. But I think you have done your best now to 
make a fair presentation of the facts, and I am very much impressed 
with your testimony. 

The CHairman. Will you state to the committee such other acts of 
Mr. Walker's that you think were out of line? 

Mr. Mesinov. Well, there was one instance back in February 1951, 
February 14, in which an offer was submitted by Mr. Mansour through 
Andrews and Ramsbottom of Fall River, Mass. At that time they 
were the American representatives of Mr. Mansour’s firm, R. and E. 
Hurie & Co. 

The information that | developed there was to the effect that Mr. 
Ramsbottom signed an offer on stationery of his firm, which set forth 
all of the details in connection with his proposed otter to the Com 
modity Credit Corporation with the exception of the prices at which 
the cotton was being offered. That on February 14 Mr. Mansour un 
accompanied by Mr. Ramsbottom went over to Mr. Walker's office and 
he spoke to Mr. Walker in Mr. Walker's office, and a few minutes later 
came out and went over to Mr. Walker's secretary and dictated the 
prices which he wanted her to insert in the offer. And that offer was 
later submitted to the committee that day and received favorable con 
sideration. . 

The CHarman. Are we then to assume that through this visit by 
Mr. Mansour to Mr. Walker's office Mr. Walker evidently gave him 
information as to what to bid? 

Mr. Mesipov. I do not know what went on inside the office. 

The Cuamman. That is the assumption, would it not be? 

Mr. Mestnov. That might be one assumption. 

The Cuamman. The testimony that was given by Mr. Walker was 
that he was in no position to tell what the other bidders would bid. 

Senator EasrLanp. Were they sealed bids ¢ 
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Mr. Mestrov. No, they were not. 

Senator Easrtanp. They were not sealed bids ¢ 

Mr. Mestrov. No. 

Senator EasTtLtANp. Who had access to the other bids ¢ 

Mr. Mesipov. Mr. Walker, Mr. Bell, Mr. Raper, I believe Mr. Hillis. 

The Cuairman. Did you find out whether or not anybody had 
access to these bids as they were handed in prior to their being sub- 
mitted to the board that finally determined who the low bidders 
were f 

Mr. Mestnov. Oh, ves. These bids were submitted to either Mr. 
Walker directly or to somebody in Mr. Bell's office. 

The-CuarrmMan. Is it your understanding from what you have 
found out that it would have been possible for Mr. Walker to have 
looked at some of the bids that were offered ¢ 

Mr. Mestpov. Yes, sir. 

The CuarkmMan. And thereafter give information as to those bids 
which could have been used later by another bidder in bidding sub 
sequent to the time that these other bids were handed to him ? 

Mr. MESIBOV. Well, that offered a possibility. 

Senator Easritanp. It was a possibility, but there is no proof now 
that that actually happened, is there ¢ 

Mr. Mestnov. That is right, no proof. 

The CuarrmMan. That is what I wanted to find out. Senator East- 
land, I did not say there was at all. 

Senator Eastitanp. Of course not. 

The CuarrMan. | am just trying to recall the developments that 
took place here yesterday. The bids were not sealed bids, and my 
memory was not clear as to this. That is why I asked the question 
as to whether or not all bids were to be offered at the same time. It is 
your understanding that all bids were not offered at the same time / 

Mr. Mestrov. They had up until a deadline, and the bids were com- 
ing in all day long. The deadline was during the course of the after 
noon. 

Senator Eastianp. Were the other bids in before Mr. Mansour, 
the Egyptian, went to Mr. Walker's office, do you know that ¢ 

Mr. Mestrnov. No, I do not know that. 

Senator Easrtanp. When was the deadline? 

Mr. Mesinov. I am not sure whether it was 2 o'clock on that par 
ticular offer or 4 o'clock. 

Senator Easttanp. About what time of day then did Mr. Mansour 
go to Mr. Walker's office ¢ 

Mr. Mesinov. That was something that we were not able to estab 
lish. He was a frequent visitor, and that is all that we could learn. 

Senator Easrianp. He filed a bid that had the number of bales or 
the number of pounds of cotton, the kind, the quality of cotton, with 
the price left blank: was that your testimony ¢ 

Mr. Mestrnov. He did not file that. He had it with him. 

The Cuarrman. He had it. 

Mr. MersIBov. In that condition when he first walked Into Mr. 
Walker’s office. 

Senator EastLanp. How do you know he did ? 

Mr. Mestnov. We have his secretary furnishing us with informa- 
tion as to her part in this. 

Senator Eastianp. I see. 
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Mr. Mestpov. In filling it out plus—— 

Mr. Correr. Whose secretary ¢ 

Mr. Mestsov. Mr. Walker’s secretary. 

Mr. Correr. Mr. Walker's secretary / 

Mr. Mesisoyv. And our own technician who has established that the 
insertion of just those numbers alone was on the typewriter in the 
office there. 

The CuarrmMan. You refer to the bids? 

Mr. Mestnov. I believe that Mr. Mansour, or at least Mr. Mansour 
acknowledged that that procedure was followed, although he said 
that it had nothing to do with the visit that was merely coincidental. 

The Cuarrman. You say that your technicians found out about this, 
that the typewriter that was used to put the figures in was the type- 
writer in Mr. Walker's office ? 

Did that apply merely to the figures or to the entire bid ¢ 

Mr. Mesitsov. In that particular instance it applied only to the 
figures. 

The Cuarmman. Did you find any other instances where this oc- 
curred or something similar to it? 

Mr. Mestsov. Well, on the following day—I would like to make 
that clear a moment—in February offers were considered on a daily 
basis from the 14th of February to the 27th of February. Now each 
day any offers that came in before a certain deadline would be acted 
upon by the committee, and if a party received unfavorable consid- 
eration one day it could go on to the next day, and so forth. 

Well, Mr. Mansour’s firm made one offer on the 14th, the first day 
of the acceptance of offers, and it was accepted substantially as 
submitted. 

Senator Arken. What offers had they made before the 14th? 

Mr. Mestnov. Nothing before the 14th. 

Senator A1ken. In other words, they did not make any offers until 
the 14th? 

Mr. Mestsov. That is right. 

Senator Easrianp. I think Senator Ellender’s question goes to 
the heart of it. Were there other instances when Mr. Mansour would 
take a blank bid up and confer privately with Mr. Walker and come 
out and fill in the price at which to bid? 

Mr. Mestsov. Well, we do not have the situation exactly in line 
with that, but we do have two other situations that are somewhat 
along the same pattern. 

Senator Easttanp. What were those situations? 

Mr. Mestnov. The second day, February 15, Mr. Mansour came in 
with a second offer to sell an additional quantity of cotton to Com- 
modity Credit Cerporation. 

Senator Arken. At a higher price? 

Mr. Mestsov. I am not sure how the prices ran. And on that sec- 
ond day he showed the offer to the girl in the office. There were no 
prices set up at all. And the typing and preparation of it gave the 
appearance of a very messy document. So I do not know whether she 
volunteered to recopy it or whether Mr. Mansour requested that she 
recopy it, but, in any event, the entire document, with the exception 
of the prices, was typed up on a letterhead of Andrews & Ramsbot- 
tom which Mr. Mansour produced, and typed on her machine in full. 
And as far as the prices were concerned, I do not know when they 
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were inserted, but in this particular instance they appear in pen and 
ink. and they have the initials “L. M.” alongside. 

The CHatrman. What was that “L. M.”¢ 

Mr. Mestpov. L. M. is Loutfy Mansour. 

Senator Arken. The offer could have been typed up more than a 
few minutes before the prices were inserted in pen and ink then ¢ 

Mr. Mestnov. That is correct. 

Senator EasrLanp. What is this secretary’s name? 

Mr. Mestnov. Mrs. Burke. 

The CHarrman. Who? 

Senator Easrianp. Burke. 

Mr. Mestsov. Burke; that is right. 

The Cuatreman. Will you have her summoned for this afternoon? 

Senator EasrLanp. Yes, sir; she should be sent for. 

What other instances? 

Mr. Mesinov. There is a third instance in connection with one of 
his bids where we have not been able to develop the information as 
to just how the insertions were made but it dealt with the bid of 
December 3, 1951, that was submitted by Caffey Robertson & Co. 

Senator EastLanp. That is in Memphis, Tenn. ? 

Mr. Mesipoy. That is right. And Caffey Robertson has given the 
information that he prepared the bid or Mansour prepared it on a 
letterhead of Caffey Robertson's, that the quantity—if I am not mis- 
taken and prices—were left blank, and the bid was signed in blank by 
Mr. Robertson. 

Now the actual document as submitted on December 3, an examin- 
ation of it shows that it was prepared on three different typewriters. 

There is the place to which it was addressed, I believe it is the 
Cotton Branch, that appears in one typewriter. The body of the 
document making the offer is in a second typewriter. And the prices 
and quantities are in a third typewriter. 

Senator East.anp. Did you identify the typewriters? 

Mr. Mesinov. No: we did not. We were not able to in that particular 
instance. 

Senator EastLtanp. Did you check the typewriters in Mr. Walker's 
office ¢ 

Mr. Mestpov. We did. And the insertion of prices in this par- 
ticular instance, as I recall, offered so few examples of the character- 
istics of the machine and the technician could not come to any con- 
clusion as to whether it was on one of those machines or not. 

Senator EastLanp. There was no proof then that it did come from 
his machine ¢ 

Mr. Mestrov. No, sir. 

Phe CHamman. Would you say from your investigation what you 
have been describing to us resulted in Mr. Mansour’s firm selling this 
cotton ¢ 

Mr. Mesipov. IT would not be in a position to answer that, sir. 

Senator EastLanp. What percent / 

The CHatrmMan. The testimony produced yesterday showed that the 
Mansour firm in the February purchases by the Government aggre- 
gated about 30 percent. 

Mr. Correr. Sixty-five percent in December. 

lhe CHatrMan. Lam talking about February. 
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Senator Arken. Thirty percent in February, and then after the 
specifications were changed they were able to get 65 percent in De 
cember. 


The Carman. That was in December. But I am talking about 
the F ebruary transaction. Evide ntly, from what you are now saying, 
one is bound to conclude that the prices inserted by Mr. Mansoun 


> aes the methods that you have been talking about were evidently 
such that he could obtain the information to make these sales; in othet 
words, that they were lower than any other bidders that put in bids. 
Would you say that ? 

Mr. Mesisov. Well, it was not a case of competing against other 
firms necessarily as much as coming within a price range, also, the 
general ranges. 

Senator Easttanp. What do you mean by that ¢ 

The Cuarrman. That is what I would like to find out. 

Mr. Mestnov. Well, on a day-to-day basis they considered these 
bids in February. They considered them in the light of other offers 
being submitted at the time and also in the light of what the market 
prices for the cotton were at a given time; in other words, they 
considered several factors. 

They might not necessarily have any competitors: might be a single 
offer coming in on a given day, and those offers could not be held over 
from day to day. They had to be acted upon immediately. 

The Cratrman. Could it result in the purchase of cotton by the 
Commodity Credit Corporation at a higher price than was offered 
by anybody else on that day ? 

Mr. Mestrov. It could have resulted in it. 

Senator Eastitanp. Well, did it? 

Mr. Mestnov. That I do not know. 

The Cuarrman. Because the testimony is that all bids were con- 
sidered, and that the firm that offered the lowest price—I mean, whose 
bid was the lowest for the amount of cotton offered—got the business. 

Senator Easttanp. What percent of the cotton did Mansour sell? 

The Cuarrman. The percent; not the amount. 

Mr. Mestnov. The percent ? 

The CHatrrman. Yes. 

Mr. Mestnov. My rough estimate—— 

The Cuarrman. Would you be able to give it at the period we have 
got in the record already; during February, let us say ¢ 

Mr. Mesinov. I would say during February it ran, between 35 and 
40 percent. 

The CuarrmMan. Thirty-five and forty percent. 

Senator Eastnanp. About how many bidders were there altogether 

Mr. Mestnov. In February ? 

Senator Easrnanp. Yes. 

Mr. Mestnov. Some 25 or 30 were coming in on a daily basis, and 
they were considered over a 2-week period of time. 

Senator Easttanp. Do you have any figures‘—you say some 
days ane 

The Cuarrman. Senator, I wonder if he could complete that ques 
tion as to how much Mansour obtained? He first said on the Feb 
ruary offers. 

Senator Easrianp. All right; finish that. Go ahead. 
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The Cuarmman. From 35 to 40 percent. 

Mr. Mesipov. Yes, in December I would say it ran between 75 and 
80 percent. 

The CHarrMan. Seventy-five and eighty percent. That is all you 
know of: I mean, the sales that were made ? 

Mr. Mesinov. Those were the only two that Mansour made. I mean 
in the February transaction he made two sales on three different dates, 
but I am considering them as one. 

Senator Eastianp. All right. What about the price then when he 
vot 75 to 80 percent—was he the low bidder? 

Mr. MeEsIpov. Was he the low bidder ¢ 

Senator Eastnanp. Yes. 

Mr. Mestpov. It is hard to classify any one individual as a low bid- 
der. First, there was the need for procuring, and procuring large 
quantities. Second, it was not a case necessarily of establishing one 
bidder against another, because I think you are dealing with some 
10 or 15 acceptable categories under which they can submit offers, and 
each category has a different price range. 

Senator Easritanp. That is true, but then how would those prices 
compare With the market price at that time? 

Mr. Mesinov. Well, I think everything that we found in this case 
shows that all of our procurement was below the market price—in 
other words, we have gotten figures on what the Alexandria market 
showed on a day-by-day basis—and on any given day we procured 
cotton, whether it was Mansour’s or anybody else's, we were below the 
market price. 

Senator EKasTLanp. Yes, sir. 

Mr. Mesinov. Now, these firms were in competition, and the reason 
they were able to offer it below the market price is that all of them 
expected to be able to make a few dollars on the exchange between 
the Egyptian pound and the American dollar. 

Senator Easritanp. When he, Mansour, sold the 75 to 80 percent—— 

Senator Arken. He paid the market price. 

Senator Easrnanp (continues). Was it at that time that he was 
going in for his private conferences with Mr. Walker before he filled 
the price in his bid ? 

Mr. Mestnov. Well, during all of his visits to this country he was a 
‘onstant visitor at Mr. Walker's office. 

Senator Eastianp. I know, but the testimony that he would take 
a blank bid in and go in and privately confer with Mr. Walker and 
then go out to Mr. Walker's secretary and fill in the price is significant. 
Now, was the time that he ggt 75 to 80 percent of the business the 
time that he filled the bids in as to price as you have related ¢ 

Mr. Mrsinov. No, the “75 to 80 percent” time was the time when 
there was the offer submitted in three different typewritings prepared 
on three different sheets. We have not been able to identify them. 

Senator Easri.anp. Have vou information that at that time he was 
conferring with Mr. Walker ? 

Mr. Mestnov. Yes. 

Senator Easrhanp. Well, now, where were those conferences held ? 

Mr. Mesitnov. Well, first, Mr. Mansour was in this country in 1951 
during January and February. Then he returned in August and 
September. He returned again in November and December. During 
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every one of his visits to this country when he was in Washington he 
was usually a daily if not more frequent visitor to Mr. Walker's office. 

Senator KastLanp. Yes, sir. You think then that he was in a posi 
tion to get the price bid by other bidders by his competition. Is that 
what you think ? 

Mr. Mesinov. Well, I do not know whether he did or not. The 
opportunity was there. 

Senator EasrLanp. Yes,sir. You think the opportunity was there é 

Mr. Mesisov. Yes, sir. 

Senator Eastnanp. Go ahead. 

Mr. Mesinov. Well, in addition, they were together on five or six 
social occasions during each of those visits. 

Senator EastLtanp. That was at night ? 

Mr. Mesiwov. Might be at night or a week end; I am not sure of 
that. 

Senator EasrLtanp. Well, at that time, though, he could not get in 
formation as to what other people were bidding because the bids filed 
one day had to be acted on that same day, and if they would go out 
together at night he could not get the information that night. 

Mr. Mestrov. That is right, on any specific bid. 

Senator EastLanp. Yes, sir, that is mght. Some Egyptian cotton 
was stored in the United States; was it not ? 

Mr. Mesipnov. I believe there was some in storage in bond in this 
country. 

Senator Easrtanp. Did the Government have the opportunity to 
buy that cotton that was already here ? 

Mr. Mestnov. As I understand it, the Government felt that it could 
always pick up that cotton. It had to get large quantities, and that 
quantity was nowhere near adequate to meet its needs, so that it first 
was going after the sources that it might lose through competition 
with other countries, and it would then procure this, if it needed it, 
and it was also arranging— 

Senator Easr.anp. Except that it was already here and we could 
get it if an emergency required its use. 

Mr. Mestrov. That is right. 

Senator Eastrtanp. And what they were doing is the policy that we 
always use In war to keep foreign production out of the hands of a 
potential enemy; that was one reason. And the second reason was to 
get our needs over there, and then it was an additional protection 
when we had some of the cotton stored here. ‘That is true: is it not? 

Mr. Mestnov. I believe it would be. 

The Cuairnman. Do you want to ask some questions, Senator Aiken ? 

Senator Arken. Did you check on the social occasions, when Mr. 
Mansour and Mr. Walker were out for a week end or evenings, as to 
who was the guest ¢ 

Mr. Mestnov. In some instances I did obtain information as to who 
the others were who were present at the time. 

Senator Arken. Do you know who paid the bills? 

Mr. Mestnov. Pardon ? 

Senator Arkenxn. Who picked up the checks? 

Mr. Mestnov. Well, in some instances Mr. Walker entertained in 
his own home and had as dinner guests Mr. Mansour and several ot hers 
in this country who had been in Egypt and I believe were mutual 
friends. 
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Senator Aiken. Would other bidders be present 4 

Mr. Mestwov. Not that I know of. I do not believe there was any- 
body in that category there. 

Senator AIKEN. And on the occasions when they went out Mr. 
Walker would be Mr. Mansour’s guest then ¢ 

Mr. Mesrnov. Well, I think—— 

Senator Eastianp. I think that is a question that Mr. Walker should 
answer. 

Senator Arken. Mr. Walker testified yesterday partially on this 
question. I was wondering if Mr. Mesibov’s findings were the same. 

Senator Easritanp. All right; that is all right. 

Mr. Mesipov. I believe that once—such visit Mr. Mansour had an 
informal dinner at the Shoreham for usually this same group of 
friends where he acted as the host and footed the bill. And then 
n addition there might just be some casual evening visits of Mr. 
Mansour. 

Senator Easritanp. Let him answer the question. Mr. Mansour and 
who? 

Mr. Mesinov. And Mr. Walker, I mean, where the parties were at 
Mr. Walker’s home. 

Senator Easrianp. Just the two of them would have dinner to- 
vether ¢ 

Mr. Mestnov. Not dinner necessarily, just visits to the home. 

Senator Arken. Did you find that the other bidders were given 
to entertaining the Department officials? 

Mr. Mestrov. I did not come upon any instances of that, sir. 

Senator Easrianp. Did you receive information about any gifts 
from Mr. Mansour to Mr. Walker? 

Mr. Mestrov. Yes: I did. 

Senator Easrtanp. And from Mr. Walker to Mr. Mansour? 

Mr. Mestrov. Yes. 

Senator Eastnanp. What is that information ? 

Mr. Mestnov. Mr. Walker from either the latter part of 1950 or 
the beginning of 1951 received a series of gift items from Mr. Mansour. 
Those gift items included antique metalware, fancy cut-glass ware, 
small semiprecious stones, and other trinkets that could be picked up 
in Egypt. 

Senator EasrLanp. What was their value? 

Mr. Mestrov. Well, both Mr. Walker and Mr. Mansour estimate 
the cost of these items in Egypt was approximately S500, but that in 
this country, because of the nature of antiques and similar-type items, 
t would probably be considerably more 

Senator Eastianp. Well, now, how much more? 

Mr. Mesrrov. Well. originally Mr. Walker told me that it might 
be as much as 10 times more. 

Senator Eastnanp. 85.000 7 

Mr. Mestnov. Well, that was his original statement, and then he 
later told me that after thinking it over he really could not put a 
figure on it. He would just say that it would probably be consider 


ably more, 


Senator Easrtanp. Well, now, independently of what Mr. Walkei 
and Mr. Mansour stated about it, please state whether or not you 


uttempted to place a value independently of what these people said ¢ 


Mr. Mestpov. No, sir: we did not. 
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Senator EastLanp. What is your judgment? Have you any judg- 
ment about the value of that stuff? 

Mr. Mestnov. No; I have not, because it would probably amount 
to having a full appraisal of all of the items, and there were quite a 
number of those items. 

Senator EastLanp. Quite a number. About how many different 
gifts were there? 

Mr. Mestnov. Well, I once got a tabulation from Mr. Walker, and 
I'd say that there were 20 to 25 different types of items listed there, 
and in each category there might be several of a kind. 

Senator Easrtanp. Would you say that he got gifts from Mr. Man- 
sour on 25 different times? 

Mr. Mestnov. No, no, sir. 

Mr. Mansour would give him maybe four or five or six different 
gift items at one time. 

Senator Easrttanp. Yes. How many separate gifts were there then, 
in your judgment ? 

Mr. Mesitnov. How many separate occasions? 

Senator Eastianp. Yes, sir; that is what I mean. 

Mr. Mesisov. Well, during each of Mr. Mansour’s visits to this 
country in 1951—and there were three such visits—there were gifts 
given to Mr. Walker, and there is some question, although I believe 
that they said that he might have brought some over in 1950, when 
he made a visit to this country at that time, when Mr. Mansour was 
still with the Egyptian Government. 

Senator Easrtanp. Did Mr. Walker give Mr. Mansour any gifts? 

Mr. Mestwov. Yes, sir. There was a special type of large photo- 
graphic painting in a specially prepared frame that Mr. Walker 
made himself and that apparently involves a considerable amount 
of detailed work and which he sent to Mr. Mansour in January of 1952. 

Senator Easttanp. Was that after the investigation started ? 

Mr. Mestrov. No, sir; it was before. 

Senator Eastianp. Before? 

Mr. Mestnov. Before the investigation started. 

Senator Easritanp. That gift would not involve an appreciable 
outlay of cash then? 

Mr. Mesrroy. Mr. Walker has given me an estimate, and I have 
found nothing to contradict that estimate. The actual preparation 
of the gift involved an outlay of about $250, and the actual shipment 
overseas—and I have seen the receipted invoice for that—involved 
an outlay of about another $240 to $250; so that his total expenditure 
in cash would be in the neighborhood of $500. 

Senator Eastuanp. Yes, sir. 

Senator Arkxen. I think that Mr. Walker testified yesterday that 
the value of the gift would approximate $1,000. Did you think it was 
unusual at all that a Federal employee would make a gift to a for- 
eigner which would approximate in value 10 percent of his annual 
salary ? 

Senator Eastianp. I think the record ought to show right there 
what Mr. Walker's salary is. 

Senator Arxen. He stated this: that the value of the gifts was ap- 
proximately $1,000 yesterday. 

Senator Easttanp. What is his salary? 





lb. 
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The CHarrMAn. To complete the statement, Mr. Walker stated that 
he had worked some 200 hours on it. 

Senator ArKEeN. 250 hours. 

The Cuamman. Yes; 250 hours in preparing this picture. So that 
is what made the amount $1,000. My recollection is from Mr. Walker’s 
testimony of yesterday that he spent four-hundred-and-some-odd 
dollars for crating and charges across the seas. Whether that is 
correct or not, | do not know. 

Mr. Mestnov. That would be approximately right, bet ween $400 and 
$500 to ship it, and he gave me a valuation of his time. He said it 
might bring the total to a thousand dollars. 

Senator Easritanp. The valuation of time? That was really his 
hobby; was it not, preparing those things’ He really could not put 
a value on the time. 

Mr. Mesrmov. That is right. It is a matter of that. 

Senator A1rKeN. Approximately roughly $500 cash outlay. 

Senator Eastianp. That is right. That is what the record says. 
Now, what does he make’ I think the record ought to show that. 

The CuarrmMan. What is your salary / 


TESTIMONY OF CLOVIS D. WALKER, DIRECTOR, COTTON BRANCH, 
PMA, UNITED STATES DEPARTMENT OF AGRICULTURE—Resumed 


Mr. Wacker. I believe $10,750—it might have been within the 
grade promotion, $11,000—I believe it is $11,000. 

Senator ATKEN. Of course, you have outside property, do you not ¢ 

Mr. Wacker. Yes, sir. I do. 

Senator EastLanp. About what is your income, total income ? 

Mr. Wacker. I'd say the income from my farm has been running 
about 86.000 a vear. 

Senator ArkEN. Net / 

Mr. Waker. Yes: yes, sir. 

The Cuarrman. Where is your farm located ¢ 

Mr. Waker. Oklahoma. 

The CHarrmMan. All right, Mr. Mesibov. 

Mr. Waker. I might say for the record here, as a matter for the 
record here, that my income was greater than that in 1951 because of 
the sale of some of this land, Senator. 

Senator Eastnanp. I do not think that is material. I just thought 
the record ought to show that. 

The Cuarman. You will be given an opportunity after a while, 
Mr. Walker, to testify. What I would like to find out from Mr. 
Mesibov is this, Do you know of any other instances that you had 
been critical of Mr. Walker's activities than those you have Just out 
lined to us? , 

Mr. Mesinov. Well, ves, I was furnished information concerning 
a relationship that existed among Mr. Walker, Mr. Mansour, and 
Dyke Cullum of Washington. 

Senator Eastitanp. Who is Dyke Cullum ? 

Mr. Mesinov. I believe he is a commodity trader. 

The CuatrmMan. He is a what ? 

Mr. Mestrov. A commodity trader in the District. 

Senator Eastianp:. Go ahead. 


Mr. Mesizov. Mr. Cullum—— 
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Senator Easttanp. Was he not indicted at one time / 

Mr. Mesinov. I believe he was. 

Senator Easttanp. | know that he was, Dyke Cullum—did he eve 
work for somebody in the Senate Office Building, do you know that / 
lam trying to place the man. I know the name. 

Mr. Mesinov. He was associated with former Senator Elme: 
Thomas. 

Senator EasrLaAnp. Was he not indicted for getting information? 

Mr. Mesinov. That I do not know. I do not know about that. | 
know there was a recent indictment within the past month or two. 

Senator EastLanp. Well now, were there some charges against hin 
about speculation right after the war? 

Mr. Mesinov. There might have been, but I am not familiar wit! 
that. 

The CrarrmmMan. All right, proceed. 

Mr. Mesisov. Well, Dyke Cullum furnished the information that 
he had known Mr. Walker for several years prior to February 1951. 
They both came from Oklahoma and their associations had been 
casual during that period. 

In February of 1951 Dyke Cullum was interested in submitting 
offers to the Cotton Branch to sell some of this long-staple cotton. He 
Was representing a New York firm by the name of R. G. MacHarrie & 
Co. And during the course of committing these bids, during this 
2-week period from February 14 to 27, he had some contacts with Mr. 
Walker. 

Just about that time Mr. Cullum said he received a phone call from 
Mr. Walker inviting him to have lunch with Mr. Walker and a friend 
of his who turned out to be Mr. Mansour. At the time Mr. Mansour 
said he was interested in finding a new representative in Washing 
ton to make his contacts with the different Government agencies that 
would be handling cotton. He said that he was not satisfied with the 
representation that he was receiving from Andrews and Ramsbottom. 
So there was a luncheon at one of the eating places along Maine Ave 
nue, I believe it might have been the New England Raw Bar. And 
at the luncheon there was a general discussion as to Mr. Cullum repre 
senting Mr. Mansour in Washington and acting as liaison with the 
Government offices, and so forth. 

Apparently, they spoke in generalities at that time. 

Well, in April 1951, after Mr. Mansour returned to Egypt there 
began a regular series of communications between Mr. Cullum and 
Mr. Mansour in which with regularity Mr. Walker’s name was men 
tioned as advising this or furnishing this information. 

Senator Easr.tanp. Furnishing it to whom? 

Mr. Mestnov. To Mr. Cullum. 

Senator Easttanp. To Mr. Cullum for Mr. Mansour ? 

Mr. Mestnov. For transmittal to Mr. Mansour. 

Senator Easritanp. Then did Cullum become Mansour’s agent, is 
that right? 

Mr. Mestrov. That is correct. 

Senator Easrianp. All right, sir. 

Mr. Mesiwov. And in this exchange of telegrams and letters there 
was reference to developments within the Department of Agriculture 
and the Cotton Branch concerning our procurement program, its cur 
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rent status and competitors’ bids that might have been submitted at 
one time or another for consideration. 

Senator EastLanp. Was that information restricted, any of it re- 
stricted information / 

Mr. Mesivov. I do not know whether it would come under the tech- 
nical terminology of “restricted.” Some of it was classified informa- 
tion, and some of it was “confidential,” within administrative regula- 
tions of the Department. 

Senator Easrtanp. Was that information of such a nature that a 
congressional committee should not get it under the regulations? 

Mr. Mestpov. That, sir, I do not know. 

Senator Eastnanp. Was it of such a character as you have been 
forbidden to tell us about——was it the same character of information 
now that you have been forbidden to disclose to this committee ? 

Mr. Mesimov. It dealt with quantities. It dealt with our procure- 
ment position at a given time. And it dealt with the mechanics or 
movement behind the scenes with respect to our operations. 

Senator Easrtanp. You cannot give this committee that informa- 
tion, can you ¢ 

Mir. Mestnov. Some of it I can, sir. 

Senator EastLanp. Some of it you can. Well, can you give all of 
it to the committee—is there any of it now that you cannot give to 
this committee ? 

Mr. Mesinov. Well, I believe that part of it comes under that re- 
striction. 

Senator Easritanp. Wait, just a minute. Some of it does come 
under the restriction that you cannot give the committee, is that right 

Mr. Mestrov. That is correct. 

Senator Eastnanp. And Mr. Walker was sending that information 
by cable to Mr. Mansour in Egypt, is that right ? 

Mr. Mesinov. Mr. Cullum was sending it. 

Senator Easttanp. Mr. Cullum—he was getting it from Mr. 
Walker? 

Mr. Mestsov. That is correct, sir. 

Senator Arken. But the committee cannot get it? 

Senator Easrtanp. Well, that is the testimony. 

Senator Aiken. We had better go to Egypt to hold these hearings. 

Senator Easrtanp. How long did Cullum work for Mansour ? 

Mr. Mesisov. Well, there was a regular exchange of messages from 
early April until August when Mr. Mansour came over to this country. 

The Cuatrman. Have you copies of those messages ¢ 

Mr. Mestpov. Yes, sir. 

The Caarrman. Can you furnish them for the committee? 

Mr. Mestwov. I do not have them with me, although some of them 
are referred to in the material that was furnished the committee. 

Senator Easrtanp. Will you furnish them to the committee? 

Mr. Mestmov. I believe most of them are set forth, sir, right in this 
material here. 

Senator Eastianp. Yes, sir. 

Mr. Correr. There is a signed statement of Mr. Walker in which 
there are a number of those communications listed, is that not so? 

Mr. Mestpov. That is correct. 
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(The documents referred to are as follows:) 
Exuieir 54 


WASHINGTON, D. C., Murch 14, 1952 

I, Clovis D. Walker, make the following statement freely and voluntarily 
Harold Mesiboy and Richard L. Burton, Jr., identified to me as special agents 
the Office of Compliance and Investigation, PMA, United States Department « 
Agriculture, knowing that this statement may be used in evidence. I am, a1 
since 1946 have been, Director of the Cotton Branch, PMA, United States Depa: 
ment of Agriculture. 

In February and December 1951 the Cotton Branch and I, as Director, supe 
vised the purchase of Egyptian cotton (which was being procured for stoc! 
piling purposes at the request of the Munitions Board and General Service 
Administration). During the February 1951 purchase, R. & E. Huri & Co. of 
Alexandria, Egypt, acting through Andrews and Ramsbottom, cotton merchants 
Fall River, Mass., sold to CCC approximately bales of Egyptian long 
Staple cotton. During the December 1951 purchase, R. & KE. Huri & Co., actin 
through Caffey Robertson, cotton merchants, Memphis, Tenn., sold to Ct 
approximately Egyptian bales of Egyptian long-staple cotton Loutt 
Mansour, a representative of R. & E. Huri & Co., represented the interests « 
that company in both transactions 

I first met Mansour in or about 1947 when he was an official of the Egyptia: 
Government having a position somewhat similar to mine in the handling 
Egyptian cotton operations. He was visiting the United States at that time in 
connection with the International Cotton Advisory Committee (ICAC) and ina 
much as my duties as Director of the Cotton Branch require that I handle vai 
ous aspects of the [CAC program as it affects the United States Government, | 
met with Mansour on one or two occasions at that time on ICAC business, 

I next met Mansour during the spring of 1948 when the ICAC held its annual 
meeting at Cairo, Egypt I was a member of the American delegation and Mar 
sour Was on the Egyptian committee. At that time I did not visit Mansour at 
his home and only had some general contacts with him on committee business. 

I next met Mansour in the spring of 1949 when ICAC met in Brussels, Belgiu 
for its annual meeting At that time we both were still representing our 
spective Governments Our contacts during this meeting were generally of 
casual nature 

The 1950 conference of ICAC was held in Washington, D. C.. and once again 
Mansour attended as a representative of the Egyptian Government I attendes 
that meeting as a representative of the American Government. During the cours: 
of the period while the meetings were in session T had dinner on one occasion with 
both Mansour and Ozman Abaza Bey, an Egyptian cabinet officer who was at 
tending the ICAC meetings. He was Mansour’s superior. Both Ozman Abaza Bey 
and Mansour visited me at my home on one occasion during the course of this 
conference 

A couple of months after the Washington conference, some time about July 
1950, Mansour returned to the United States. He was still employed by the 
igyptian Government although he severed his Goverment connection a short time 
thereafter in a dispute over a matter of policy. During this trip to the United 
States, Mansour, who was accompanied by his wife, visited socially with Mrs 
Walker and myself on five or six occasions. On one occasion we dined at the 
Shoreham Hotel as Mansour’s guests and on another occasion Mrs. Walker and 
I entertained the Mansours and several others as dinner guests at our houss 
To the best of my recollection others present at both the Shoreham dinner an: 
the dinner at my house were I’. K. Norris and Dr. and Mrs. Palmer of the Office 
of Foreign Agricultural Relations. Mansour’s visit at that time lasted about 
month, 

During the course of this visit I spoke to Mansour about various items of old 
or antique glassware, copperware, and other metals which were available in 
hgypt and some of which I had brought back to this country from my earlier 
visit to Egypt. These were types of items which held a particular interest for 
Mrs. Walker and myself. At the same time Mansour expressed an interest in 
type of transparent photographic painting which I had on display in my home 
rhis wus a type of item which I prepared myself from photographic negatives 
which I was able to purchase from the Forest Service of the Department of Agri 
eulture After obtaining the prints I would arrange for the painting of the 
transparency and would then construct a special type of frame requiring long 
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hours of painstaking workmanship. The frame itself was constructed of costly 
mahogany wood which I obtained in Florida and constructed into the frame were 

series of fluorescent lights I figured that the cost of making one of these 
nietures, exclusive of any shipping charges but including my time and labor, 


wor id be in the neighborhood of $500 to $1,000. I also estimated that it might 
equire 1 to 2 year’s time of part-time activity to complete one of these 
Mansour and I, on the basis of our individual desires and interests, arranged 
‘an exchange of gifts. On subsequent visits be would bring various old and 
tique items of the types which Mrs. Walker and I wanted and I in return 
vould prepare a special photographic transparency which I would arrange to 
have delivered to him in Egypt Subsequently, on each of his later visits, 


nsour brought items of the types desired by me and in January 1952, I shipped 

e of the photographic transparencies to Mansour. In addition to the cost of 
making of the photographic transparency | was required to build a special crate 
to insure against breakage in transit The materials for this crate amounted 

approximately $60 and the cost of shipping, the bill for which I have exhibited 

special agents, amounted to S241 

I have given agents a handwritten list of the various gift items which I re 
eived from Mansour as the result of our arrangement and I have placed at 
ipproximate valuation of what these items probably cost Mansour in Egypt 
rhe total cost of these items I estimate at approximately S500 although it is 
ossible that the items might have values considerably higher than the indicated 
ndividual amounts in the United States antique market 

Mansour next returned to the United States in January 1951 and remained 
here until the latter part of February 1951. At that time we were in the process 
of handling the initial purchase of Egyptian long-staple cotton for the nationa 
stockpile Mansour’s offers during this visit were submitted by Dana Ranis 
bottom of the firm of Andrews and Ramsbottom as principals. Upon Mansour's 

rrival in this country in January 1951 he delivered to me some of the items 
which I listed for agents During this visit he Was a guest at my house on 
about six occasions and once for dinner. Other guests for the dinner included 
Mr. and Mrs. Norris, Dr. and Mrs. Palmer, and Mr. and Mrs. Ed Raymond, 

ho had been the Agricultural Attaché of the United States Government i 
Egypt. During this same visit the same group, including Mrs. Walker and 
myself, and possibly one or two others, had dinner at the Shoreham Hotel as 
\Iansour’s guests 
Mansour next visited this country in August 191 At that time he brought 
vith him more of the items listed in the itemization which I furnished to special 
agents. He remained in this country for about a month and visited my house on 
five or six oceasions, One of these occasions was a dinner visit and preset! 

t the time were the Norris’, Palmers’, and my brother and sister-in-law, M1 
and Mrs. J. Link Haws. Turing this same visit Mansour was host for a 
dinner at the Shoreham Hotel which was attended by the Palmers’, Nerris 
Haws’, Rodney Whitaker of the Cotton Branch and his wife, Mr. and Mrs. Dyke 
Cullum, and three or four other couples. This dinner was held in the main dining 
room of the Shoreham 

Mansour again returned to the United States in early November 1951 and 
remained here until several days after December 53, the date upon which our 
second purchase of Egyptian long-stample cotton was completed. During this 
visit Mansour was a guest at my house on five or six occasions. No formal din 
hers were given by either Mansour or myself during this visit, although he 
lil dine with Mrs. Walker and myself at my house during the course of the 
Visit During this visit he also brought additional items which are contained 
in the list furnished to special agents 

I have known Dyke Cullum of Washington, D. C., for about 3 years. He 
represents various commercial interests, both in and outside of this country 

commodity dealings which these firms might have. I originally met Cullum 
nu either former Senator Elmer Thomas’ office or in my own office when Cullum 
was referred to me by Senator Thomas with respect to some matter concerning 

Which I have no present recollection. Prior to January 1951 I saw Cullum 
on about a dozen occasions and spoke to him infrequently on the telephone 
hese conversations generally pertained to cotton and wheat crop conditions 
und other related matters of mutual interest to us. 

Sometime during the month of February 1951, possibly a few days prior 
to February 24, the day on which Mansour left for Egypt, I bad lunch with 
(nilum and Mansour in one of the restaurants on Maine Avenue in Wash 
ngton Manse r had previously told me that he was not satistied with the 
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service he was receiving from Andrews and Ramsbottom, his American repr 

sentatives, and he wanted to line up a representative in Washington wl 

might be able to act for him in connection with some barter deals which 
proposed offering to the Department of Agriculture. Cullum had been in tou 
with my office at about the same time as the representative of Ralph G. Ma 

Harrie & Co. of New York City offering to sell Egyptian cotton to CCC, It 

my recollection that Cullum indicated to me that he would like to meet Ma 

sour whom he understood represented large Egyptian cotton interests. I tx 
lieve that it was as a result of Mansour asking me about a Washington repre 
sentative that I contacted Cullum and arranged for the luncheon. It is nu 
ecollection that Mansour stopped in my office and that the two of us th: 
met Cullum in front of the building and proceeded to our luncheon engageme! 

The luncheon Was primarily a secial get-together for the purpose of havin; 
Mansour and Cullum meet each other I believe that there might have be 
some general talk about Cullum possibly representing Mansour at some futur 
time in connection with the proposed barter transactions. No definite arrang: 
ments were made during the course of the luncheon. Before Mansour left fo 
Heypt he told me that he believed that he might be able to work out a de 
with Cullum. 

Special agents have advised me that Cullum made available to them copis 
of correspondence and telegrams between Mansour and himself covering Cullum’'s 
representation of Mansour or his firm, R. & E. Huri & Co., in Washingto: 
They have also advised me that my name has appeared consistently throughout 
the correspondence and telegrams and that Cullum has stated that in every 
instance I was informed of the contents of communications or telegrams which 
he received from Mansour and, in turn, in all instances before he wrote or 
telegraphed to Mansour he advised me of the contents or nature of his messages 
I wish to deny that I had any interest or connection of any kind whatsoeve: 
in the business dealings of Cullum and Mansour or R. & E. Huri & Co. Cullum, 
during the period subsequent to Mansour’s departure for Egypt in February 
1951, was in touch with my office and me at frequent intervals. Sometimes 
he might be in touch with me once a week or once in 10 days and at other 
times the contacts might be on as frequent a basis as once a day. However, at 
no time did I furnish Cullum with any confidential information or special in 
structions or act in any way other than I would have and did act toward 
representatives of all other commercial firms having business with my branch 

It is my recollection that some time in or about the month of April 1951, 
Cullum phoned me one day and made mention of the fact that he was repre 
senting Mansour on barter deals. His calls during the period subsequent to 
lebruary 1951 were solely about crop conditions and other general information 
available to the public through my office in the exact same manner as they 
had been prior to the luncheon with Mansour 

Between February and August 1951, I received phone calls from Mansour 
in Egypt on an average of approximately once a month. These calls were 
usually placed to me at my home, although one of them did come through my 
office phone. The reason for the calls being placed to me at home was the 
uncertainty of getting calls through the transoceanic phone at a given time and 
the likelihood that when the call was placed it might find me in an office in 
some other part of the building or in an inaccessible place. On the other hand, 
phone calls to my home could be arranged in advance with greater likelihood of 
my being available at the desired time. Some of these calls related to details 
of arranging final payment to Mansour’s firm for cotton which it delivered unde: 
the February 1951 contracts. There was a delay in payments being processed 
for his cotton and inasmuch as his firm was paying enormously high interest 
rates it was necessary for them to receive payment at the earliest possible time 
Some of the other calls from Mansour related to general matters covering crop 
and marketing conditions in this country. This was information of a nature 
available to the public in general. 

During this same period I also corresponded with Mansour at regular intervals 
of possibly once a month. This correspondence covered matters of mutua! 
interest to both of us. In no instance did I convey any confidential or advance 
information which my official position would not permit me to furnish. By 

“advance information”, I mean that I never furnished Mansour either directly 
or through Cullum with any information concerning the Department or the 
Government's contemplated plans for procuring or not procuring cotton. 

In January 1951 and again in December 1951 I sent personal telegrams, which 
I paid for myself, to Mansour advising him of the approximate quantity of 
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Egyptian cotton in bond in this country during both of those periods. I told him 
that in January 1951 there were approximately 95,000 American bales of 
Egyptian cotton in bond in this country and again in December 1951 there were 
approximately 67,000 American bales of this cotton in bond. This information 
was information avaliable to the general public and it was obtained by me 
rom the office of Ronald E. Betts of my branch. 

Special agents have advised me that the correspondence and telegrams made 
available by Cullum, as previously mentioned in this statement, contain the 
following excerpts ard references to me. I wish to make the following com- 

ents with respect to these specific items. 

1. Ina letter dated April 10, 1951, which Cullum supposedly wrote to Mansour, 
there is the statement “In my conversation with Clovis Walker, he informed me 
of his recent telephone conversation with you. I wish to express my regrets 
for your recent illuness * * * ete.” I believe that I did have a telephone con- 
yersation in April with Mansour and that the nature of this conversation was 
with respect to the payment due R. & E. Huri & Co. for deliveries under its 
February 1951 contracts. I cannot recall mentioning this telephone conversa- 
tion to Cullum, although it is possible that I did tell him that I had spoken to 
Mansour and that Mansour had said that he had been ill. I do not recall giving 
Cullum any further information about such a phone call or that there would 
have been any reason to give Cullum any such information because of the nature 
of the phone call. 

In this same letter there appears the statement “I told Clovis of the latest 
contacts made by the United States representative of the MISR group. Clovis 
agreed that I should write you before making a deal, in view of the conversation 
the three of us had at the luncheon * * *.” It is my recollection that the 
United States representative of the MISR group might have been MacHarrie, 
whom Cullum represented. I do not recall Cullum speaking to me about this 
matter, although the reference to the conversation at the luncheon apparently 
means that Cullum had tentative arrangements to represent Mansour in barter 
deals and before tying himself up with any other group should get in touch 
with Mansour to find out if Mansour wanted to consummate their arrangements. 

2. Agents have advised that Mansour sent Cullum a telegram on April 14 
1951, inquiring as to whether Cullum would represent him in barter deals and 
that on April 15, 1951, a Sunday, at 4: 02 p. m., Cullum, in a message to Mansour, 
stated “Re telegram: Agreeable cooperate barter. Conferred with Walker Sun- 
day. * * * Will require several days negotiations between Cotton, Grain 
Branches before presenting plan for CCC beard of directors’ approval involving 

—- bales. Please keep close contact and wire developments.” I remember 
that Cullum on two or three occasions did phone me at my home on Saturdays, 
and it is possible that he might have called me cn one occasion on a Sunday. 
It is not unusual for trade and commercial representatives to contact me by 
telephone at my home after office hours or during nonwork days. 

I do remember that Cullum did call me during April 1951 and told me that he 
was representing Mansour on barter deals. I do not know what Cullum meant 
when he mentioned presenting a “plan for the CCC Board of Directors’ approval! 
involving bales.” It is true that in April 1951 the CCC (foreign-purchase pro- 
gram for extra-long-staple cotton) docket which had been passed in February 
for the procurement of bales of Egyptian long-staple cotton still had an open 
quantity of — bales which we were authorized to procure since only —— 
bales had been procured in February. This information would necessarily be 
of a confidential nature, but at no time did I furnish it to Cullum and I do 
not know how or through what source he might have obtained the information. 
It could have been a coincidence that he picked on this figure. 

3. Special agents have advised that Cullum produced a copy of a telegram 
dated April 16, 1951, which he transmitted at 5:31 p. m. to Mansour and which 
stated “Competitor offered today 1,800 Egyptian fully good to extra 1.27 C. IL. F. 
Directors meet Tuesday consider authorized barter. * * *” I do not know 
where Cullum obtained the information concerning the offer by some apparent 
competitor of Mansour’s for 1,800 bales at $1.27. This information concerning 
offers to the Department should be confidential in nature and not available to 
the public in general. I do not know where Cullum received information as 
to the proposed meeting of the CCC Board of Directors or what was on their 
agenda. That information would also be of a type not available to the general 
public. I did not furnish any of this information to Cullum, and if he states 
that I did he is deliberately misrepresenting the facts. 

4. Special agents have advised that Cullum produced a copy of a wire from 
himself to Mansour which was transmitted on April 17, 1951, at 5:48 p. m., 
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and that this wire contained the following information: “CCC directors request 
ing Munitions Board authorize outright purchase. Recommend wire me daily 
firm price. Will contact you if our price appears high when Walker ready 
conclude purchase.” 

It would appear that the information contained in Cullum’s wire accurately 
reflected the action of the CCC Board of Directors earlier that afternoon ani 
that it was of a strictly confidential nature. I deny that I furnished this in 
formation to Cullum, and if he states that he received it from me this too is a 
deliberate misrepresentation of fact on his part. I do not know what Cullun 
meant when he made reference to Mansour’s price possibly appearing high. | 
had no arrangement with Cullum or Mansour to furnish either of them at any 
time with any information concerning my opinion as to the acceptability of thei: 
bids 
5. Special agents have advised that Cullum produced a copy of a wire whic! 
he sent to R. & E. Huri & Co. on April 19, 1951, and which stated: “Walker sug 
gests discontinue daily offerings; may be several days before Munitions Board 
authorizes purchase. Walker will inform me when submit offering. I wi 
wire you immediately, rest assured. Constant contact maintained.” The in 
formation concerning the discontinuing of daily offerings was information which 
I might very well have given to Cullum as well as to several others who were at 
tempting to sell cotton to the Department at that time. I believe that W. W 
Hynds and Paul Ceresole might have been two of these other individuals. I also 
might have said that when we get authorization to purchase you will be not 
fied. This would be in keeping with furnishing general information of that 
nature to all concerns who might be interested in furnishing cotton. 


i. Spee vents have advised that Cullum produced a copy of a telegram 


dated April 28. 1951. which he sent to Mansour and which stated: “Re telegram 


Today talked with Walker Request vou continue offerings through me, avoid 
ing embarrassment Procedure stated night letter 19th continued.” 

Special agents | ive also advised that the telegram mentioned in Culltum’s wire 
was one which he preduced and which had been received from Mansour on 
April 25, 19951 Chis earlier telegram from Mansour stated, among other things 
that “As CCC will buy outright and not barter, | feel very sorry cannot continue 
offering through you owing representation agreement with Ramsbottom . 

i do not know what Cullum was referring to when he mentioned “avoiding em 
barrassment” and I do not recall having spoken to Cullum on the 23d of Apr 


or what the nature of that conversation might huve been if I had spoken to him 
on that date 


7. Special agents have advised that Cullum produced a copy of a telegram dated 
\] ril 24, 1951, which he forwarded to Mansour and whiel stated, among othe 


things: “Walker ©. K.’s my signing contract * T do not remember th 
specific conversation which I supposedly had with Cullum, although I do remem 
her that sometime in or about April 1951 L did have a telephone conversation wit! 


Cullum wherein Cullum stated that he had some kind of contract with Mansour 
and | believe that | mentioned that from what he told me the contract for 
Cullum to represent Mansour or sign doctiments on his behalf appeared to be 
all right in mv opinion I was merely giving bim the same type of information 
or advice as T wonld have furnished any other business representative having 
business with my branch 

S. Special agents have advised that Cullum preduced a copy of a letter dated 
May 0 1951, which he forwarded to Mansour and which stated: “I had a telk with 
Clovis Walker today, who advises that the Munitions Board never acted o1 
CCC's request for authorization to complete the purchase of Egyptian cotton 
Clovis is under the impression that in view of the fact that no action has been 
taken to date it is likely the matter will be dropped, at least for the time bein 
Clovis is leaving within a day or two for a month's fishing trip and vacation in 
Florida I will keep in daily communication with his secretary, who also has 
instructions to inform me immediately if the CCC receives authorization to buy 
You may rest assured that you will receive notice in sufficient time to submit an 
offer if the authorization should come through. 

I do not remember ever having told Cullum any specific information about 
the Munitions Board failing to act on CCC's request for authorization to com 
plete the purchase of Egyptian cotton, as mentioned in the docket of April 17 
11 I do remember talking with him and others about the fact that we pos 
sibly might not be in the market for additional cotton at the time or until such 
later time as the CCC Board of Directors gave a further approval to purchase 
\ny information that I might have given him would have been general in nature 
and available to the public 
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I did go on a fishing trip during May and June 1951, and it is possible that 
1 might have mentioned this to Cullum during a conversation. I do not re- 
member ever having furnished any instructions to my secretary to pass on 
ypecifie information to any one individual or having told Cullum or anyone 
else that they would get immediate information if CCC received an authoriza- 
tion to purchase cotton. I might have mentioned that general notice would be 
furnished to everyone when approval to purchase came through. 

% Special agents have advised that Cullum produced a copy of a letter dated 
September 24, 1951, which he forwarded to Mansour and which stated in part: 

rhere are many rumors here that the Egyptian Government has decided not 
to acquire its IWA wheat through barter, preferring to buy its quota outright. 
Clovis called this rumor to my attention the other day and asked if I could 
ascertain the facts as to the prosition of the Egyptian Government. Any infor- 
mation you have on this subject will be appreciated and I will pass it on to 
Clovis. If any further developments occur, you may rest assured I will Keep 
vou advised.” I do remember that from time to time there were rumors about 
the manner in which the Egyptian Government intended acquiring wheat. I do 
not recall ever talking to Cullum. and asking him to write to Mansour or anyone 
else about the rumor mentioned in the letter quoted above or any other similar 
rumor or report. 

10. Special agents have advised that Cullum produced a copy of a letter dated 
October 8, 1951, which he had forwarded to Mansour and which contained in 
part the following information: 

“T have just finished talking with Clovis, who informed that Mrs. Walker says 
she has received, in this morning’s mail, your letter saying that vou are home 
safely and your family is all well. * * * 

“(ovis informed me of the following: Suggesting that I write vou instead of 
sending a wire, as the is under the impression that too much information leaks 
out from the Egyptian telegraph operations—especially confidential informa- 
tion such as this. The Department of Agriculture has received an offer from a 
New York trading corporation, name strictly confidential, offering to barter 
million pounds of cotton, November delivery, as follows: 

“1. Fully good Karnak, 70 cents per pound, c. i. f. Atlantic ports: 

‘2. Fully good plus one-eighth Karnak, 71 cents per pound, c. i. f. Atlantic ports, 
in exchange for United States wheat at the market price, onside TWA 

“The Department has naturally given serious consideration to the above offer, 
as it is so advantageous. However, as Clovis says, he does not believe any 
reliable firm can complete such a barter and furnish a performance hond, which 
would be set at $214 to $3% million. The offer expires today and Clovis feels 
confident it will not be renewed. If the offer is renewed at a later date. I will 
keep you informed of all facts available.” 

I do remember that at one time I had a general discussion with Cullum wherein 
the subject of telegraphic messages to Egypt came up and I do remember telling 
Cullum that it did seem that wires to Egypt were almost public property in 
Egypt. I also recall that some time around the month of September 1951, 
the exact date of which I cannot how recall, I was requested by Thomas R. 
Rawlings, who was in charge of barter operations in the Office of Materials and 
Facilities, PMA, to attend a meeting in his office to discuss a barter offer which 
he had just received and to get my opinion with respect to the cotton end 
of the transaction. It is my impression that FE. D. Bell and R. H. Raper of the 
Cotton Branch were also present. The full details of the proposed barter ar 
rangement were furnished to us and I believe that they are accurately set forth 
in Cullum’s letter of October S to Mansour, except it is my recollection that the 
offer covered ———— pounds of cotton rather than pounds. At the meet 
ing I told them that it was my opinion that the price offered was an impossible 
price and that no one could furnish cotton on those terms 

I do recall having a conversation with Cullum where we referred to this 
barter deal in general terms. Specific information concerning the offer would 
have been confidential information even though I do not believe the offer itself 
hore the stamped label “Confidential.” Ido remember mentioning to Cullum that 
I considered this an impossible offer but I do not remember telling him to write 
to Mansour about it. It is possible that I might have mentioned to Cullum 
the price at which the cotton was being offered. In all I do not believe that I 
gave Cullum any specific information and I do not know where he got it in its 
entirety although I might have furnished some of it 

11. Special agents have advised that Cullum furnished them with a copy of a 
letter dated October 16, 1951, which he forwarded to Mansour and which stated 








1230 STORAGE AND PROCESSING ACTIVITIES OF CCC 





in part “I understand that Clovis Walker has forwarded direct to you a copy 
of his letter, dated October 12, addressed to sellers of foreign extra-long staple 
cotton, * * * IT am informed that several meetings have been held the past 
few days between the Munitions Board Office of Supplies and the Department 
of Agriculture in an effort to arrive at a decision.” 

I did have my secretary, Mrs. Burke, send Mansour a copy of the letter of 
October 12 asking sellers of foreign long-staple cotton to submit samples. Al! 
suppliers received this same letter although, with the exception of Mansom 
the letter was sent through normal channels of the mail room in the Cotton 
Branch. Mansour’s American representative received one in this fashion. Man 
sour had previously requested that he receive a copy directly and since his was a 
foreign concern not on the mailing list I told him that as a gesture of frien: 
ship and accommodation I would see that he got one. 

I do not know what Cullum is referring to when he mentions the meeting: 
between the Munitions Board, Office of Supplies, and the Department of Agri 
culture and I never furnished him with any information concerning such meetings 

When Mansour was in the United States in August of 1951, I remember having 
a conversation with him about his obtaining a new American representative 
1 believe that Mansour had just returned from a trip to Memphis, Tenn., and 
he asked me if I knew either Caffey Robertson & Co. or W. D. Felder & Co 
Mansour said that his purpose in lining up a new representative was to have 2 
more capable individual than Ramsbottom handle his dealings with the Govern 
ment and also inake sales to mills. I told Mansour that both firms were highly 
respected organizations and that I had known Caffey Robertson personally but 
casually for the past 12 to 15 years. I had no personal knowledge of the mem 
bers of the firm of W. D. Felder & Co. but knew of the general reputation of 
that company. I did not make any suggestion or recommendation to Mansom 
as to Which firm he should employ. My contacts with Caffey Robertson during 
the past few years had been limited to meeting him during the 1950 ICAt 
conference in Washington when Caffey Robertson attended as an observer. I 
was in Memphis during September 1951 but did not see Caffey Robertson at that 
time. In fact 1 cannot remember any meetings with him between the [CAC 
meeting of 1950 and January 1952 when Caffey Robertson called at my office 
to discuss deliveries on behalf of R. & EF. Huri & Co. and cotton matters gener 
ally. The first visit by Caffey Robertson was on either January 21 or 22, 1952, 
and during his visit to the office we had lunch at the Department cafetefia. | 
had no other social contacts with him at that time. 

| do not remember just when the other visit of Caffey Robertson was or its 
Sper ihe nature 

There appears on the informal telephone-visitor memorandum pad maintained 
by my secretary, Mrs. Burke, and Mrs. Adkins the other occupant of my 
reception room, a notation for November 19, 1951, which Mrs. Adkins has iden- 
tified as a telephone call which I placed shortly after 9 a. m. on that day to 
Mr. Gus Geissler. There appears certain shorthand notations which I under- 
stand Mrs, Adkins has interpreted to read * * *. 

My telephone call to Mr. Geissler shortly after 9 a. m. on the morning of 
November 19 (a Monday morning) was made for the purpose of referring to 
Mr. Geissler an offer by Mansour to make a negotiated deal for the sale to CCC 

bales of Exyptian cotton. Although I do not believe that I gave the pre 
posed deal my endorsement, | do remember telling Mr. Geissler that we prob 
ably could buy Egyptian cotton much cheaper on a negotiated deal sich as 


Mr. Mansour was offering, than waiting for a later dat I do not recall my 
reference to M Mansour’s American representative, although I believe that 
that meant Caffey Robertson, nor do | know how Mr. Mansour happened to 
have the amount of bales available for offering to CCC so shortly afte 


the approval of the docket+-by the CCC Board of Directors, nor do I know 
whether he had any specific information that we might be buying cotton Mr 
Geissler was noncommittal about the offer that I was transmitting to him and 
he told me that it would be taken under consideration 

My reason for calling Mr. Geissler was the fact that Mr. Mansour’s offer wa 
one of great magnitude involving more than worth of cotton, and I felt 
that an offer of that nature should be relayed to the Administrator of PMA 
rather than being processed in my Branch through normal channels. 

Mrs. Burke’s memorandum sheet contains the notation under date of Decem 
her 3, 1951, which she has interpreted as being a phone call from Ralph G. Mac 
Harrie of New York. The notation alongside this name has been deciphered by 
Mrs. Burke as setting forth that I told Mr. MacHarrie that transshipments of 
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otton would be permitted under the current purchase program as long as the 
cotton was not in this country. I do not recall having given that information to 
Mr. MacHarrie and it had been and still is my impression that the contract used 
for the December 3, 1951, purchases did not permit transshipments. I do not 
know What provision of the contract covers that item, and I am still not sure 
is to whether transshipments could be allowed without amending the contract 
The point is one that has been at issue and | do not know what interpretation 
has been given to it. 

The only bank accounts that either I or my wife have now, or have had since 
the beginning of 1951 either in the United States or anywhere else in the world 
are in the Riggs National Bank, Friendship Branch, Washington, D. C.; Libert 
Building Association, Washington, D. C.; Prudential Building Association, Wash- 
neton, D. C.; MeLachlen Banking Corp., Washington, D. C., and First Nationa! 
Bank of Altus, Okla. Neither do 1 nor my wife have an interest in any bank 
account, directly or indirectly, anywhere in the world and neither of us has 
any interest in any property of value, real or personal, other than normal house 
hold effects and items which I have already enumerated for special agents. 
Neither I nor my wife has any safe deposit boxes anywhere. 

My wife does have various items of jewelry which I have accumulated and 

esented to her during the past 50 years. I have furnished special agents with 

general approximation of the value of these items. Included in this jewelry is 

diamond ring which J. J. Murphy & Co., Jewelers, 1319 F Street NW., Wash 
neton, D. C., made for me during the past year. Some of the stones in the ring 
vere items which had been in jewelry which I had previously purchased from 
Mr. Murphy and in making the new ring I purchased a larger diamond as the 
center stone for the ring I used part of the proceeds from the sale of my 
Oklahoma farm during 1951 for this stone. 

I wish to state that all of my business dealings with Mr. Mansour wherein 
| acted as the representative of the Department of Agriculture were strictly 
n accordance with the requirements and obligations of my official position. At no 
time did I extend to Mr. Mansour, Mr. Cullen, Mr. Ramsbottom, Mr. Robertson 
or any other representative or associate of his any special favors or considera- 
tions which I might not accord to anyone in keeping with my official position. 
Other than the exchange of gifts with Mr. Mansour for which I consider that I 
furnished an item of more value than the items received, I have not received any 
gifts, gratuities, favors, promises of any reward or remuneration, special con- 
siderations, or anything of value whatsoever from either Mr. Mansour or any 
one else acting for on on his behalf 

I have read this statement consisting of 15 typewritten pages, have signed 
each page and the statement is true in its entirety to the best of my knowledge 
[ have been given an opportunity to make any additions or changes to this 
statement which I deemed necessary 

CLovis D. WALKER. 
Witnesses : 
Haroip MEsIpov, 
Special tocnt. Office of ¢ ompliance a d Inrestiaation., Production and 
Varketing Administration, United States Department of Agric 
ture, Washington, D. C 
Ricwarp L, Burton, Jr 
Special Agent, Office of Compliance and Investigation, Production and 
Varketing l\dministration, Lnited States Department of lorie 
ture, Washington, D.C 


WASHINGTON, D. C., April 3, 1952 

I, Clovis D. Walker. make the following additional statement freely and 
voluntarily to Harold Mesibov and Stephen S. Sarrapede, representatives of the 
Office of Compliance and Investigation, PMA, United States Department of 
Agriculture, knowing that this statement may be used in evidence 

I make this statement in addition to my statement of March 14, 1952, which 
I furnished to Messrs. Mesibov and Burton of the Office of Compliance and In 
vestigation, and I reaffirm and reacknowledge the truth of the statements and 
information appearing in that statement. 

I have been shown, (1) an original letter of February 14, 195! from Andrews 
& Ramsbottom, Inc., to the Cotton Branch submitting an offer to sell Egyptian 
long-staple cotton, (2) an original letter from Andrews & Ramsbottoin to the 
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Cotton Branch dated February 15, 1951, offering to sell additional quantities of 
similar cotton and, (3) an original letter dated December 3, 1951, from Caffey 
Robertson Co. to the Director, Cotton Branch, also offering to sell quantities of 
Egyptian long-staple cotton. 

I have heen told that the letter of February 14, 1951, upon which CCC con 
cluded a purchase of bales of cotton, contains typing of two dilferent type 
writers and that the typewriting of the prices at which the cotton was being 
offered was affixed to the letter in my office by my secretary, Mrs. Burke, on her 
typewriting machine at the request of Mr. Mansour immediately after he came 
out of my office on February 14, 1951. The completed offer with the information 
which it now contains was given to me by Mr. Mansour on February 14, 1951. I 
do not have any recollection of prices being insert in my office and have only 
recently been advised by Mrs. Burke that such was the case. I do know that | 
spoke to Mr. Mansour in general terms about the offer on February 14, 1951, but 
my conversations was no more confidential or secret in nature than similar con 
versations which I have had with representatives of other business firms at any 
time that we were receiving offers. I do know that I had no discussion with 
Mr. Mansour about the prices which were inserted in his offer. 

Concerning the offer of February 15, 1951, I just recently have been advised by 
Mrs. Burke that at Mr. Mansour’s request she recopied on stationery of Andrews 
& Ramsbottom, Inc., supplied by Mr. Mansour, the information which had ap 
peared on another letter produced by Mr. Mansour and which contained numerous 
typographical errors, erasures and other typewritten deficiencies. When I saw 
this offer it was in the form in which I submitted it for consideration and it 
was complete with Mr. Mansour’s inked insertions of prices. I had no discussion 
with him about these insertions. If I had been told at the time of the retyping 
of the letter of February 15 that Mr. Mansour wished to have it retyped, I would 
have instructed Mrs. Burke to do so since this is the type of normal courtesy 
which I would have extended to any businessman needing a similiar service. 

I have been advised that the offer of Caffey Robertson Co., dated December 3, 
1951, also contained information inserted on different typewriters and that one 
typewriter was used for the insertion of the prices. This offer was submitted to 
me by Mr. Mansour on behalf of Caffey Robertson Co. shortly before the closing 
time for the acceptance of offers on December 3, 1951. I have no knowledge or 
information whatsoever as to when or where these prices were inserted, nor did 
I have any discussion with Mr. Mansour with respect to the prices at which he 
was ollering his cotton. 

In my previous statement, on page 14 thereof, there appears the statement 
that I furnished Messrs. Mesibov and Burton with a general approximation 
of the value of the items of jewelry owned by Mrs. Walker and myself. The 
ficure which I furnished at that time was approximately $4,000 to $5,000 and I 
stated that that was what the items had cost me, although their actual value 
might presently be higher. After several subsequent interviews with Mr. Burton 
covering the value of my jewelry I now find that the cost of these items was 
approximately $6,284.90 and that their present value as estimated by me for 
insurance purposes is $13,850. 

I have produced copies of thre or four communications between myself and 
Mansour. These are the only copies which I now have either in my office, at 
home, or anywhere else. Included in these letters is a letter of May 11, 1951, 
and mention is made therein that enclosed for Mansour’s information is a copy 
of a telegram sent to the CCC office in New York from the Fiscal Branch regard- 
ing the payment of an additional 15 percent to R. & E. Huri & Co. on their 
February contracts. A copy of the communication furnished to Mr. Mansour 
is annexed to this statement I see nothing wrong with the fact that I furnished 
an exact copy of this message to Mr. Mansour and, although it is a matter con 
cerned with interdepartmental operations or internal activities, I see no reason 
why I would not have the right to furnish it to Mr. Mansour. While I have 
never furnished similar telegrams to any other business concerns, if the occasion 
should arise L believe that IL could properly furnish such a type of message to 
them also. 

Concerning the procedure for the submission of.offers on December 3, 1951. and 
the consideration of offers on that date, I wish to state that it was based upon my 
sugestion to Mr. Geissler that notices be sent out on a Friday requesting the 
submission of offers by 2 p. m. on the succeeding Monday (November 30, Friday, 
to December 3, Monday). The reason for the short notices was that it would 
require offers to be made based upon what offers could obtain in the Egyptian 
cotton market during the course of a single day's trading ‘activity In this way 
there would be a minimum of opportunity for the price of cotton to rise abnor 
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mally. I have been toid that members of the trade have charged that this 
procedure “rigged” the purchase so that only those who had already gotten 
control or options on blocks of cotton could be in a position to offer any cotton 
on December 3. I have been told that these business firms complained that the 
notices requesting offers were sent out of the Department so late on Friday that 
they could not be received before Saturday, December 1, at the earliest and, in 
those instances where firms were not open for business on Saturday, until Mon 
day, December 3. I was also told that most of these firms complained that they 
did not get the contract until Monday, December 3, and did not know upon what 
terms or basis cotton could be offered to CCC, and that it was almost a physica 
impossibility for them to either communicate by telegram or telephone with their 
Egyptian affiliates and receive firm commitments before the deadline at 2 p. m 
It was my thought and intention that the notices requesting offers be sent out at 
} p. m. on December 3% so that firms would be in receipt of the notices before the 
close of business on Friday and would be able to arrange to secure cotton before 
the Monday deadline. However, the preparation and final approval of the con 
tract form was delayed until close to the close of business on December 3 and, 
although the notices were sent out immediately thereafter, it was not possible 
for them to be received by business firms that day. It did not occur to me to 
change, or Suggest the changing of, the time for the submission of the offers. 

Concerning the consideration of offers on December 3, 1951, a spread sheet 
setting forth all offers with one exception was prepared by the Cotton Branch 
This spread sheet, in conformation with instructions from Mr. Kruse, who to 
gether with Mr. Brasfield and myself comprised the committee passing on the 
offers, listed types of cotton, quantities and prices without identifying the firms 
submitting the respective offers. 

The one exception referred to an offer submitted by O'Donnell Bros., : 
reputable firm of cotton brokers and merchants located in New York City 
Sometime during the course of the morning of December 3, 1951, a Mr. Carey 
and a Mr. Coughlan, both representing O'Donnell Bros., called upon me in my 
office. I am somewhat vague on the details of all matters which they discussed 
with me, but I do know that they made inquiry as to whether cotton in this 
country could be considered under the request for offers. I remember that I 
told them that it could not I also remember that either at that time or during 
the early afternoon when they physically handed me two offers, that they told 
me that they had some cotton in Italy for which they could not obtain Egyptian 
testing house weight certificates, and that this cotton could be offered approxi 
mately cheaper than other cotton located in Egypt I told them that 
only cotton which could meet moisture and certificate requirements could be 
considered. I remember that they left both offers with me and told me that 
only one offer could be considered. TI also remember that they said that they 
were leaving the lower-price offer even though it was cotton for which the 
contract terms could not be met 

I want to deny that I was told by Mr. Carey or Mr. Coughlan that the cotton 
covered by the two offers was the same cotton and that it was actually in Egypt 
at the time of the offer. I also want to deny that I told Mr. Coughlan or Mr 
Carey that the reason that the lower-priced cotton could not be accepted was 
hecause of the fact that they intended transshipping the cotton from Ee¢ypt 
through some other foreign port, and that only cotton which was shipped directly 
from Egypt to the United States and was covered by an Alexandria bill of 
lading could be considered 

For the foregoing reason I instructed the individuals in the Cotton Branch 
preparing the spread sheet for the use of the committee to omit the lower offer 
of O'Donnell Bros. However, at the time of the meeting I did present the facts 
concerning the low O'Donnell offer in full and complete fashion. I know that 
I told those present that the quantity involved was . and that the prices 
were lower than other cotton being offered If Mr. Kruse and Mr. Bras 
field state that I did not mention the quantities involved or prices I want to 
state that my recollection of my presentation of the offer differs from theirs 
The low O'Donnell offer was presented to the committee as a definite specifi 
offer for the committee’s consideration and based upon my telling the committes 
that the O'Donnell representatives had stated that since the cotton was out of 
Egypt and could not be delivered in compliance with the provisions of the cottor 
contract, the offer was rejected 

If the low offer of O'Donnell Bros. had been given favorable considerati: 
it would have in some measure affected the consideration being given to other 
offers 
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On October 30, 1951, I departed for Florida on an official assignment and 
completed work on this matter about November 2. I remained in Florida o: 
annual leave until November 9 and then returned to Washington, arriving 
during the morning of November 10. I have been advised that the records o! 
cable companies have disclosed that during this period and immediately there 
after a series of messages were exchanged between Loutfy Mansour and others 
in Egypt and myself and Mrs. Walker in this country, and that after M1 
Mansour arrived in Washington on November 13, he received additional messages 
addressed to Mrs. Walker for him. Mrs. Walker has told me that upon learn 
ing that these latter messages were for Mr. Mansour, she told the telegraph com 
panies to deliver the messages directly to Mr. Mansour at the Shoreham 
Hotel, and they did so. 

I have been told that in a message directed to me by Mansour on November 6, 
1951, he made inquiry as to whether | would be leaving for Florida around the 
15th of the month and he also wanted to know if there was “any change of 
policy.” I have no idea whatsoever as to what he meant by a change of policy 
His reference to Florida would appear to me to refer to a discussion which I had 
had with him when he was in the United States in August 1951. At that time 
Mansour evinced an interest in investing for speculative purposes in property 
in Oklahoma or Florida, and I had told him that since I had purchased property 
in Florida and had real-estate connections there, I would make inquiries on his 
behalf. At the time I told him that my personal opinion, based upon experience 
with both Florida and Oklahoma real estate, was that Florida offered the 
more likely opportunity for higher returns on investments. Some of the Florida 
transactions which I had in mind and which I thought might interest Mansour 
consisted of one 10-acre plot in the vicinity of Homestead, which I believed 
could be obtained for somewhere in the neighborhood of $20,000. I subsequently 
found out that a suitable deal could not be made for this particular tract 
One other possibility that I was exploring on Mansour's behalf was inquiry into 
purchasing a few hundred acres of farmland in the Glade area near Home- 
stead. I ascertained that the price of this acreage was approximately $400 to 
$500 per acre and since this seemed out of line with my estimate of the true 
worth of this property, nothing further was done with respect to it. To my 
knowledge Mansour has never visited Florida and no real-estate transactions 
in that area have been completed by him or on his behalf. 

I have been told that on November 7, 1951, a wire was directed to me by 
Mansour asking that I cable immediately an answer to his previous cables. 
Aside from the cable of November 6, 1951, which has just been referred to in 
this statement, I cannot recall what other message he was referring to. I 
have also been told that there is a record of a telephone call being placed to me 
in Florida by Mrs. Walker on November 7 at approximately 4:40 p. m., and that 
immediately thereafter a message was sent by Mrs. Walker to Egypt in which 
she mentioned that the Florida situation was unchanged and that “Walker 
cable you 11th.” My recollection of my telephone conversation with Mrs. 
Walker is incomplete. I know that I spoke to her a few times during this 
Florida trip and her message means that I told her that there was no change 
in the attempt to purchase the 10-acre piece of property in Florida, but that I 
would cable him directly on the 11th of November, the date of my anticipated 
return to Washington, at which time I should have definite word. This message 
was sent by Mrs. Walker at my request. 

I do not know why Mansour used the alias or aliases of “Samiah” or “Samiah 
Lautfy Mansour” during his visit to this country on November 13, 1951, nor do 
I know why messages were directed to “Eula Walker for Loutfy, 4010 Warren 
Street, Washington, D. C.” or “Eula Walker for Samisah, 4010 Warren Street, 
Washington, D. C.”, at a time when Mansour was in this country registered in 
the Shoreham Hotel. I have no knowledge whatsoever as to references in cable- 
grams between Mansour and individuals in Egypt during the period when Man- 
sour Was in this country subsequent to November 13, 1951, as to the urgency for 
his visiting Florida without further delay. 

I have no knowledge whatsoever as to the identity of any of the following 
named individuals: Claude Michaca, Williams, Davidson, Alexis Arachtingi, 
Raphael Dabbous, or Agnes Aleco. I do not have any knowledge or information 
whatsoever with respect to any code names, terms, or designations used by 
Mansour in connection with transoceanic messages sent or received by him. 

With further reference to the submission of offers by Mansour on February 14 
and 15, and December 3, 1951, I wish to state that I never discussed with Man 
sour the prices contained in other offers or the terms of any other offers and 
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Mansour never discussed with me the prices which he was placing in offers 
submitted by his American representatives. In other words, I gave Mansour 
no information with respect to offers made by other companies which would 
enable him to submit a more attractive offer on behalf of his company or which 
would assure his company receiving favorable consideration. The fact that 
Mansour inserted his prices in the February 14, 1951, offer in my outer office im- 
mediately following a conversation with me on that day should not be construed 
to indicate that the prices were inserted by Mansour on the basis of disclosures 
made by me with respect to Department policy or offers of other competitors. 

I have read this supplemental statement consisting of six typewritten pages 
and one exhibit and have signed each page. I have been given an opportunity to 
make any additions or corrections to the statement and the statement is true 
to the best of my knowledge 

CLovis D. WALKER. 

HAROLD MESTRov, 

STEPHEN S. SARRAPED?, 

Office of Compliance and Investigation, PMA, 
U.S. Department of Agriculture, Washington, D.C. 


New York, N. Y., Jay 7, 1991. 
Raven Y. DeWo.re: 

This will confirm my discussion with Mr. Maley of your office May, 7, 1951, in 
which you were given authorization to pay to R. & E. Huri & Co. of Alexandria, 
Egypt, provided Andrews and Ramsbottom concur, 75 percent of the amount 
withheld on the four long-staple cotton contracts with CCC and Andrews and 
Ramsbotten. This transaction was recommended by the Cotton Branch and 
approved by John H. Dean, Acting Assistant Administrator for Commodity 
Operations, on May 4, 1951. A copy of this recommendation and approval will 
be forwarded to your office. 

R. H. Fucus, 
Fiscal Branch, PMA 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
CoTron BRANCH, 
Washington 25, D.C., April 9, 1952. 


To: Harold Mesibov, Office of Compliance and Investigation. 
From: C. D. Walker, Director. 

Complying with your request of April 8, 1952, I am giving below, as best I 
recall, what was said in connection with the consideration of offers to sell foreign 
extra long staple cotton to CCC on December 3, 1951, as related to the two 
alternate offers submitted by Mr. W. A. Carey of O'Donnell Bros., 60 Beaver 
Street, New York, N. Y. Mr. Brassfield, Mr. Kruse, Mr. Bell, Mr. Raper, and I met 
in Mr. Kruse's office. Mr. Bell was called from the room fairly early in the 
discussion and may or may not have been in the room at the time we discussed the 
O'Donnell offers. 

The meeting opened by my passing out copies of a spread sheet which gave, by 
grade, the number of bales and prices of the lot offered. As soon as this sheet was 
distributed, I briefly discussed the alternate offers with the group, by stating that 
Mr. Carey submitted alternate offers to me. Only one of the offers could be 
accepted. He was making the two offers as I understood it because in one case 
the cotton was in Italy and because of the manipulation of exchange the cotton 
could be sold at a lower price. Also, I understood that it could not be sold under 
the CCC Cotton Form 7 since the Egyptian testing house certificates were not 
available on the cotton. With this in mind, I directed that only the offers covering 
the cotton in Egypt be listed on the spread sheet. I explained this prior to con- 
sidering the other offers so that the committee could, if it so desired, consider 
the offer covering the cotton I understood was in Italy. I also indicated that the 
offers covered about — bales of cotton and could be purchased at a consider- 
able discount and perhaps mentioned per pound less than his other offer. 
I also pointed out that there were other sellers who had inquired about making 
sales of cotton in countries other than Egypt but did not submit offers because 
they could not comply with the terms of CCC Cotton Form 7. After some discus- 
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sion, it was agreed by the committee to consider only that cotton which could be 
offered under OCC Cotton Form 7 without changing the contract 

I understood from my discussion with you that Mr. Kruse and Mr. Brasfield 
have indicated that they were unaware of (1) that there was a difference in 
price of the cotton of from between the two offers, and (2) that there 
were more than bales involved. If this is the case, I must admit that I did 
not fully make clear the contents of the letters. However, it Was not my intention 
in any way to withhold this or any other information from the committee that 
was pertinent to the considerations and if Mr. Kruse and Mr. Brasfield did not 
fully understand the offers in this manner, it was perhaps because I failed to fully 
explain them. Also, being the Director of the Branch responsible for developing 
the contract and accepting the bids, I tried to give the committee the benefit of 
my thinking in connection with all of the offers considered 

CC, D. WALKER. 

Senator Easrtanp. Did Mr. Walker violate the rules of the De- 
partment of Agriculture when he gave that information to Mr. 
Cullum for transmittal to Mr. Mansour? 

Mr. Mestnov. | would Say so. 

Senator Easrnanp. You would say so? How long did Cullum 
work for Mansour? 

Mr. Mesirov. Well, as I started to mention there was this regular 
exchange of messages from April through July until Mr. Mansour 
came over to this country. Mr. Mansour left this country in Sep- 
tember. And Mr. Cullum continued sending weekly letters for about 
a month or two up into October, furnishing information to Mr, 
Mansour. 

Now Mr. Cullum has furnished copies of those letters. 

Mr. Mansour said that he never received any letters from Mr. 
Cullum after he left this country in August. And Mr. Cullum does 
say that he did not receive any answers to his letters from Mansour. 

Senator Easrianp. Of course, if he had received an answer that 
would have removed from Mr. Mansour any defense that he had, 
would it not, if he said he did not receive any such thing? 

Mr. Mestrov. There were answers to the earlier communications. 

Senator Easritanp. Did they have a fuss—the agency was ter- 
minated ¢ 

Mr. Mestrnov. Mr. Cullum told me that after Mr. Mansour left, Mr. 
Mansour during that visit was unsuccessfully trying to promote a 
barter transaction through Mr. Cullum, and that Mr. Mansour seemed 
to place the blame on Mr. Cullum because the deal was not consum- 
mated, and he said that from that point on there seemed to be a de- 
cided coolness. 

S ‘nator ASTI AND. There Was friction then. We do not care to go 
into the reasons why there was friction. 

Mr. Mesirnov. That is right. 

Senator Easrtanp. What I was leading up to is this, Did Mr. 
Mansour employ another agent after the termination of the agency 
between him and Dyke Cullum ¢ | 

Mr. Mestrrov. Well, he employed this Caffey Robertson Co., and I 
believe that the question of whether there ever was an agency between 
himself and Mr. Cullum for this purpose is something that is being 
litigated today. There is a court action pending. 

Senator Easrianp. Well, then. Caffey Robertson & Co. in Mem- 
phis, Tenn., succeeded Cullum; is that right? 

Mr. Mesrrov. Well, according to Mr. Cullum’s version, ves, sir. 

Senator Easrnanp. Have you investigated Caffey Robertson now 
to see if they were sending like information to Mansour ? 
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Mr. Mestrov. We did not come upon any information of that type. 

Senator Easruanp. Did you ask Caffey Robertson about it ‘ 

Mr. Mesipov. I did. 

Senator Easrtanp. Wait just a minute, let me finish the question. 
Did you ask Caffey Robertson whether they conferred with Mr. 
Walker or whether they got information from Mr. Walker? 

Mr. Mestpdv. I did. 

Senator Eastitanp. What did they say? 

Mr. Mestsov. They were hardly in the picture at all. Caffey Rob- 
ertson told me that he had met Mansour when Mansour was still 
with the Egyptian Government. 

Catfey Robertson was active in industry circles and he had attended 
some of these International Cotton Advisory Committee conferences. 
He had met Mr. Mansour at that time, and he’said that in February 
of 1951 Mansour had been in touch with him and had tried to get 
him to represent him at that time and he had refused because he did 
not know anything about Egyptian cotton and he did not want to step 
in where another firm with which he had friendly relations was in the 
picture. That was Andrews & Ramsbottom. Well, he said that 
Mr. Mansour got in touch with him again during his August and 
September visit and he turned him down that time, too. And he said 
that finally in November he got together with Mr. Mansour and he told 
Mr. Mansour he knew nothing at all about handling a deal of that 
type, knew nothing about Egyptian cotton. And Mansour assured 
him that he would take care of all details, which was Caffey Robert 
son’s reason for signing that offer in blank. 

Senator EastLanp. I want to ask you this question. Did Caffey 
Robertson or Dyke Cullum give you any information that Mansour 
had made any statement to either of them that he had the inside track 
or that there was any relationship between Mansour and Mr. Walker 
that would give him a chance to sell cotton to the American Govern- 
ment ¢ 

Mr. Mestwov. Mr. Cullum told me that he knew that his part in the 
picture was to relay confidential information from Mr. Walker to 
Mr. Mansour. He said that he conferred with Mr. Walker by tele- 
phone usually every time he received anything from Mr. Mansour and 
before he sent anything back to Mr. Mansour, and he said, as he put 
it, Mr. Walker called the shots 

Senator Easttanp. Mr. Walker called the shots? 

Mr. Mestpov. Yes, sir. 

Senator Easttanp. Now what I asked you was, Did Mr. Mansour 
make any statement to Cullum or Robertson that led any of them 
to believe that Mansour was related in a business way with Mr. Walk- 
er and, if so, what was that statement ? 

Mr. Mesinov. Mr. Cullum told me that when they had this lunch in 
February at the New England Raw Bar after Mr. Mansour had made 
his first sale to Commodity Credit Corporation, Mr. Walker intro- 
duced Mr. Mansour as his friend who had just made the big sale of 
Egyptian cotton to the Department and with whom Mr. W alker was 
going to do a lot more business in the future. 

Senator Easttanp. A lot more business in the future ? 

Mr. Mestnov. That is right. 

Senator Eastnanp. That was Walker’s statement ? 

Mr. Mesisoy. That is Mr. Cullum telling me that. 
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Senator Eastitanp. That Walker told Cullum that? 

Mr. Mesisov. That is right. 

Senator Easttanp. What I want to know—I think that is very sig 
nificant, but I want to know this, Did Mansour make a statement to 
either of his agents that he had the ability to sell cotton to the Amer- 
ican Government through C. D. Walker ¢ 

Mr. Mesisov. Not in so many words that I have been able to find 
out. 

Senator Eastitanp. Well, now, what do you mean by “not in so 
many words”? 

Mr. Mesrsov. Well, Mr. Cullum said that the entire relationship and 
all of his contacts indicated that is what the situation was, that is what 
both parties knew and were doing. 

Senator Easritanp. That is, in other words, he said that the situa 
tion was that it was obvious to him, to Cullum, that the situation was 
that there was a connection between Mansour and Walker by which 
Walker could sell the Government cotton in an improper manner ? 

Mr. Mesinov. That is right. 

Senator Easrianp. Yes, sir. Mr. Chairman, I think that Mr. 
Cullum ought to be summoned, I think it is unfair—I think we have 
got to get this testimony from this witness as to what Cullum told the 
investigator—I think that this gentleman has made a very fine witness, 
but I think that Cullum ought to be subpenaed to testify. 

The Cuarrman. Well, as chairman I do not mind doing that, Sen 
ator, but I think we are running far afield of the resolution that is 
before us. 

Senator Easrianp. It is all right with me. I do not care anything 
about it. 

Senator A1xen. I think we have got to the stage of this far afield 
where we could not very well drop it right now. 

The Cuarrman. Oh, no, I do not want to drop it. 

Senator Easrianp. I think it is unfair. 

The CHairman. An investigation of this kind usually leads into 
other things, I realize that. 

Senator Easrianp. I think it is unfair to Mr. Walker now. I think 
we have got to get this information from Cullum. I think it is unfair 
to Mr. Walker that it rests here on statements—— 

The Cuairman. I understand. 

Senator Arxen. That Cullum makes to an investigator. 

The Cuarrman. I agree that since we have gone so far with it we 
should complete it. 

Mr. Correr. I might suggest this. The Agricultural C. & I. in its 
inquiry did go over with Mr. Walker each statement made by Mr. 
Cullum, and Mr. Walker commented on them in his signed statement 
to this agent. 

The Cuatrrman. We have that here. 

Mr. Corrrer. We have these statements here, but the Department 
has made certain comments with respect to their use in a letter to the 
chairman. I am reluctant to use them without that matter being 
cleared up. 

The Cuarrman. The statement can be used. 

Senator Easrianp. Do you know of any other? Have you got any 
other / 
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The Cnarmman. Just a moment. Mr. Brannan in transmitting this 
information, simply requested that any information in the report that 
was considered classified be not revealed. In a measure, I cautioned 
the witness this morning, and I believe that the witness has given us 
ill of the information that he gathered and which pertained to Mr. 
Walker. 

Senator Easrianp. I think that is right. 

The CHairman. Insofar as going into these other exhibits that 
deal with the actual amount and with the price paid, I think that Mr. 
Brannan was within his right to restrict it. 

Senator Easrtanp. I am ralsing no question about that. I said 
that I think that it is unfair to Mr. Walker not to call Mr. Cullum, 
since hearsay testimony has gotten into the record. 

The Cuarrman. I understand. 

Mr. Correr. He is available in town. He could be called. 

Senator EastLtanp. That is for the chairman to decide. 

The CHarrMan. Senator Eastland, Mr. Cullum, as I understand it, 
has already made a statement, and we can probably verify it if the 
committee feels that, in order to do justice to Mr. Walker and get 
direct evidence before it, it might be the wise thing to call Mr. Cullum. 

Senator Easrianp. Of course, it would be the wise thing, because he 
makes statements here, and Mr. Walker would not have a chance to 
refute them. He ought to be able to testify in the light of sworn 
testimony of Cullum, who is accusing him. 

The Cuarrman. Yes. Can you relate any other instances in which 
Mr. Walker acted not in due course ¢ 

Senator Aiken. Unethically. 

The Cuairman. “Unethically”; let us put it that way. 

Mr. Mestnov. There was a lot of material in the report, and T believe 
I would have to refer to it to refresh my mind as to whether there is 
any new field or whether it is merely amplification and setting forth 
a few more examples of the same type of operation. 

Senator Easrtanp. What are those examples ¢ 

Mr. Mesinov. Throughout these messages, there are different situ 
ations that give evidence of the disclosure of confidential information. 
Each situation in and of itself could be a separate item for discussion, 

Senator Easr.anp. Was that a disclosure of confidential informa 
tion to Mansour / 

Mr. Mesinov. Yes, sir. 

Senator Easttanp. Anyone besides Mansour get confidential infor- 
mation from Walker ? 

Mr. Mesinov. No one other than Mr. Cullum and—— 

Senator Eastitanp. Mansour’s agent, that is. 

Mr. Mesinov. That is right; yes, sir. 

Senator Easrtanp. Nobody but Mansour? 

Mr. Mestnov. That is right, so far as we have been able to ascertain. 

Senator Easrtanp. Mansour at one time turns up with 75 to SO 
percent of the business; the next month he turns up with 35 to 40 
percent of the business. Is that right 4 

Mr. Mesinov. In the reverse order. 

The Cuarrman. Yes, sir; February it was. 

Senator Easrnanp. The only two months that he submitted bids? 

Mr. Mesisov. Those were the only two months that we purchased 
cotton in 1951, in February and December. 
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Senator Easrtanp. Are you restricted in giving us the value of 
that cotton that Mansour sold the Government / 

Mr. Mesinoy. I believe that I probably would be. 

Senator Easrtanp. It is common knowledge to the cotton trade 
is it noté 

Mr. Mestnov. Mine would only be an estimate. 

Senator Easritanp. What is your estimate, then? You certain! 
can give vour estimate; that is not restricted. 

Mr. Mesinov. Yes; I would say that on the first sale there was ap 
proximately $20 million worth of cotton sold; and, on the second sale 
thout S17 million worth. 

Senator Eastitanp. About how many bales was that / 

The Cuairmman. He cannot give that. 

Senator Easritanp. Yes; that would be restricted. 

The CHarrmMan. So that in the two transactions—that is, February 
and December—the cash sales amounted to about $37 million? 

Mr. Mesisov. Somewhere in that neighborhood ; yes. 

The Cuairman. Did you include in your estimate the cotton that 
was bartered ? 

Mr. Mestmov. No. In this estimate, that is solely what Mr. Man 
sour sold tous. I have not given the over-all procurement. 

The CHatrMan. You mean these amounts that you have given 
us——. 

Mr. Mesinoy. Are just what Mr. Mansour’s firm sold to the Com 
modity Credit Corporation. 

The Cuamman. I did not understand that. 

Senator Eastianp. You have interviewed Mr. Mansour? 

Mr. Mestnov. Yes, sir. 

Senator Eas rianpb. Is that right / 

Mr. Mestpov. Yes: that is right. 

Senator Easttanp. What was the margin of profit to Mansour from 
these sales? Did you get that information ‘ 

Mr. Mesipoy. No, sir; I was not able to develop it at that time. 

The Cuatrrman. These other instances in which you say that M1 
Walker did not act ethically in your opinion or, from what you were 
able to determine, are along the same line as those that you have been 
describing to us since you have been on the stand, are there any that 
are different from those that you have been describing to us? 

Mr. Mesinov. Well, there is something a little more directly between 
Mr. Walker and Mr. Mansour. 

Senator EastTLanp. What is that / 

Mr. Mestnov. In November of 1951 there was an exchange of cable 
grams between Mr. Mansour and Mr. Walker directly, and there were 
“Olle cryptic references or possibly code terminology used in those 
Inessaves. 

The CHarrMan. Can you make those messages available to us ¢ 

Mr. Mrstnov. I beheve those are—— 

The CiamrrMan. They are here / 

Mr. Mestpov (continuing). In the statement, also. 

Senator A1KeN. Were they sent in an official capacity / 

Mr. Mestnoy. No, sir: they were sent from Mr. Mansour to either 
M I’. Walker, care of his residence, or to Mrs. Walker. 

Senator EAsTLAND. What clid they say‘ 

Mir. Mesinov. T cannot remember all of them. 
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The Cuarrman. Will you take the statement and refer to it and 
give it to the committee ¢ 

Mr. Mestnov. It appears on page 5 of exhibit 30, which is what this 
document is designated, and it is a statement that Mr. Walker fur- 
nished on April 3, 1952, to myself and to Mr. Sarrapede. 

The Cuarrman. Who is he? 

Mr. Mesreov. He is the deputy chief of our office. 

Senator Easttanp. Did Mr. Walker furnish you that information, 
those messages ? 

Mr. Mestnov. No, sir. 

Senator EastLanp. How did you get them ? 

Mr. Mesirov. We obtained them from the cable companies. 

Senator Easrtanp. From the cable companies ? 

Mr. Mesipoy. Yes, sir. 

Senator EastLanp. Vid you ask Mr. Walker whether there had been 
an exchange of cablegrams ? 

Mr. Mestmov. We have been asking him about that right along. 

Senator EastLanp. What did he say ¢ 

Mr. Mestpov. He said that there had been some messages between 
them, but that they mainly were upon crop conditions or crop reports 
that were available to anyone in this country. 

Senator EastLanp. Yes, sir? 

Mr. Mestsov. But which Mr. Mansour would have difficulty in 
obtaining because of his being located in Egypt. 

Senator Eastitanp. Now, Mr. Walker told you that? 

Mr. Mestrov. That is right. 

Senator Easttanp. When you got the cablegrams, the copies from 
the cable companies, did it substantiate what Mr. Walker said ? 

Mr. Mesipov. No, sir. 

The CuatrmMan. Will you read them? 

Senator Eastianp. It did not substantiate ? 

Mr. Mestnov. That is right. 

Senator Eastianp. All right, sir. 

Mr. Mestnov. Well, now, I do not have the exact message, but I 
do have— 

The CHatrrman. Can you obtain them for the committee? 

Mr. Mestnov. Yes, sir. I do not have them here. I do have general 
references. 

The Cuarrman,. Are they in Washington or New York City? 

Mr. Mesinoy. No: they are in Washington. 

The CuHamman. We propose to recess at 12:30. I am going to ask 
you to get the original copies of the messages that you obtained from 
the cable companies. And I would also suggest that you go over your 
whole report and jot down those cases which are of a different nature 
to the ones that you have been talking about and which involved Mr. 
Walker. 

Senator Eastianp. I think it ought to be all of them. 

The CHarmman. Well, if you want to make it cumulative, we can 
do that, Senator. 

Senator Eastrianp. I think it ought to be everything. 

The CHarrman. How many are there? Do you know? 

Mr. Mestnov. There would not be too much additional. I mean, it 
is all intertwined. 
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The CHatrMaNn. Just a moment. I thought there were quite a few 
more than you indicated. 

Mr. Mestsov. There would be through these messages. 

The Carman. As I say, you may do that, if you will, during the 
recess. 

Mr. Mestpov. Yes, sir. 

The CuHarrman. We propose to come back here at 2 o’clock. 

Mr. Mesreov. All right. 

Senator Eastianp. I would like to ask him this question before we 
recess. 

The Cuarrman. Proceed. 

Senator Eastrtanp. You testified that there were messages from 
Mansour to Mrs. Walker. What explanation, if any, did Mr. Walker 
give you as to why Mansour was cabling his wife for Government 
information—cabling Mrs. Walker for Government information 
which her husband could give? 

Mr. Mesmmov. Well, when these first messages started traveling back 
and forth, Mr. Walker was in Florida on official business, and the 
messages were sent to him, and the answers went back from Mrs. 
Walker. 

Senator Easrianp. Because she was in Washington ? 

Mr. Mestsov. She was in Washington; that is correct. Then. a 
short time later, some more messages were sent to Mrs. Walker for 
Mansour, who was due in this country at that time. 

Senator EastLtanp. That was because Mr. Walker was in Florida? 

Mr. Mestrov. No; he was back by that time. 

The Cuarmman. Do you mean to say that the cable came to Mr. Man- 
sour in Mrs. Walker’s care ? 

Mr. Mestnov. No. They had been addressed to Mrs. Walker for 
Mansour or for a code name for Mansour. 

The Cratrman. I understand; that is what I had in mind. Evi- 
dently, Mr. Mansour was to come to America? 

Mr. Mestrov. He was in America at the time, but he was not using 
his own name in these messages. He was using a pseudonym. 

Senator EasrLtanp. Why ? 

Mr. Mesinov. Well, I have never gotten a satisfactory explanation. 
We only got these messages after Mr. Mansour left this country. 

The Cuatrman. Where was Mr. Mansour when these messages came 
to Mrs. Walker? 

Mr. Mestnov. The messages started coming to Mrs. Walker in early 
November. 

The CuatrmMan. From whom? 

Mr. Mestsov. From Mr. Mansour in Egypt. That was during 
the first 10 days of November. Then along about the 11th, 12th, or 
13th of November Mr. Mansour came to this country and then more 
messages came from his firm to Mrs. Walker. 

The CHarrMan. From the firm in the United States? 

Mr. Mestrov. No. From the firm in Egypt. 

The Cuarrman. I understand. 

Mr. Mestnov. To America addressed to Mrs. Walker for Mansour. 

The Cuarrman. I understand it now. 

Are there any further questions before we recess? If not, the com- 
mittee will stand in recess until 2 o’clock. 

(Whereupon, at 12:30 p. m., the committee recessed to reconvene 
at 2 p. m. of this same day.) 
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(Present: Senators Ellender (chairman), Johnston, Eastland, 
Aiken, Young, Thye, Kem, and Mundt.) 

The Cuamman. The committee will be in order. 

I have been informed that Mrs. Lois Burke is present and that for 
this afternoon at least she is the only one in the office. A request 
has been made that we temporarily lay aside the further testimony of 
the witness and get Mrs. Burke to testify. 

If there is no objection, I will proceed that way. 

Will you step forward, please? 

Do you solemnly swear to tell the truth, the whole truth and nothing 
but the truth, so help you God? 

Mrs. Burke. I do. 


TESTIMONY OF LOIS B. BURKE, SECRETARY TO THE DIRECTOR, 
COTTON BRANCH, PMA, UNITED STATES DEPARTMENT OF AGRI- 
CULTURE 


The Cuatmrman. Mrs. Burke, your name was mentioned this morn- 
ing in the course of testimony to the effect that you have prepared cer- 
tain bids at the request of Mr. Mansour. Would you be in a position 
to tell us what part, if any, you played in this matter? 

Mrs. Burke. Mr. Mansour already had his letter written. 

The Cuamman. What do you mean by “letter”? 

Mrs. Burke. His offer. He already had listed all of the cotton that 
he had to offer. But he did not enter the price. I inserted the prices 
for him. 

The Cuatrman. At whose suggestion ? 

Mrs. Burke. Mr. Mansour ail me himself, and I put it in. 

The Cuarrman. Do you know whether or not Mr. Mansour had 
any contacts at that time or previous thereto with Mr. Walker ? 

Mrs. Burke. Mr. Mansour had been in the office, and it seems 
to me that he had talked with Mr. Walker. 

Senator Eastianp. In Mr. Walker’s private office / 

Mrs. Burke. Yes. 

Senator EastLanp. Who was present besides Mr. Mansour and Mr. 
Walker ¢ 

Mrs. Burke. At times there were other people. I do not know 
who. At times there wasn’t anybody but Mr. Mansour and Mr. 
Walker. 

But I might mention this: Nine times out of 10, when anybody is in 
that office, that door between our offices is open. Whether the door 
was open on that occasion, I don’t know, but I kind of think it was. 

The CHarrmMan. When Mr. Mansour left Mr. Walker’s office, he 
immediately asked you to put those prices in ? 

Mrs. Burke. Mr. Mansour came out and sat down at the far end 
of my desk, and he had a little piece of paper. He did some cal- 
culating and, as he did his calculating, he called them to me. He was 
very rapid, and I typed one in right after the other as he calculated 
them. 

Senator Easrianp. Did you see the paper ? 

Mrs. Burke. What paper? 
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Senator Easttanp. That he had in his hands when he came out of 
the office? 

Mrs. Burke. He gave me his offer. Then he had something like a 
little scratch pad that he calculated on. 

Senator Eastianp. Did you see that scratch pad? 

Mrs. Burke. Just from his bringing it out and laying it on my desk, 
I saw it. He sat in front of me and calculated it. 

Senator EastLanp. Was that what he had when he came out of Mr. 
Walker’s office, just a scratch pad? 

Mrs. Burke. He may not have had that scratch pad in there with 
him. I keep several on my desk all the time. 

Senator Easttanp. I understand that. Iam trying to get the facts. 
He had a scratch pad. Were there any figures on that scratch pad ? 

Mrs. Burke. Not until he started to calculate. 

Senator EastLanp. When he started to calculate? 

Mrs. Burke. Yes. 

Senator Easrtanp. Then you did see the scratch pad? 

Mrs. Burke. Yes. It might have been one that was already on my 
desk because I keep some there all the time. 

The Cuatrman. As he figured he gave the amount to place in his 
bid, the amounts that he would take for the cotton he offered ? 

Mrs. Burke. That is right. 

The Cuarrman. How many occasions did that occur? 

Mrs. Burke. That happened once. 

The CHatrmMan. Once! 

Mrs. Burke. When I inserted the figures. 

Now there was one letter that I typed for him. That first offer I 
did not type. I inserted those figures on the offer. There was one 
offer that I typed for him and I did not insert it. 

The Cuatrman. Figures? 

Mrs. Burke. Figures. 

The CHatrmMan. Was it a different occasion / 

Mrs. Burke. Yes. 

The Cuarmman. Was that during the month of February, or when 
was it, do you recall ? 

Mrs. Burke. I do not remember. If I would see the letters, of 
course, they are dated. 

The CuHarrman,. Yes. 

Senator Eastianp. I cannot follow the witness when they are taking 
pictures. Would you let them take the pictures ? 

The Carman. You don’t mind that? 

Mrs. Burke. I am not crazy about it. It doesn’t make any differ- 
ence to me. 

The CuHatrMan. Do you recall that there were two offerings, two 
separate months in 1951? 

Mrs. Burke. Oh, yes. 

The CHarmman. Do you recall what months those were? The 
letters show February and December. 

Mrs. Burke. Yes. 

The Cuatrman. Would you remember whether or not these letters 
to which you refer were handled by you during February or Decem- 
ber or in which offer, the first or the second ¢ 

Mrs. Burke. There were two at different times, but what times 
they occurred, I do not know. I do not remember that. 
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The Cuarrman. Are those the only two occasions which you pre- 
pared such documents at the request of Mr. Mansour? 

Mrs. Bourke. Yes. 

The Cuatmrman. Was Mr. Mansour a frequent visitor to Mr. 
Walker’s office ¢ 

Mrs. Burke. Well, I think he was there pretty often. 

The Cuarrman. Was it unusual? 

Mrs. Burke. No. 

The Cuatrman. Did anybody else who offered bids visit with Mr. 
Walker ¢ 

Mrs. Burke. Yes. 

The Cuarrman. As often as Mr. Mansour? 

Mrs. Burke. Well, I think around the time that the offers were 
being made these men would be in and out maybe several times a day. 

Senator Easrtanp. How often did Mr. Mansour call ? 

Mrs. Burke. I don’t know exactly. I know he called about every 
day. If it were more often than that, I do not remember. 

The Cuarrman. When you say called, was it personal calls? 

Mrs. Burke. Either on the telephone or in person. 

The Carman. Were those calls by telephone and in person more 
frequent when these bids were going on or the sales of cotton? 

Mrs. Burke. Going way back when Mr. Walker first met Mr. 
Mansour on that ICAC set-up, he was over in our office 

The CuatrmMan. What was that! 

Mrs. Burke. That International Cotton Advisory Committee, you 
know. They had a meeting every so often. 

The Cuarrman. Was Mr. Mansour on that committee? 

Mrs. Burke. This has been several years ago. I cannot tell you the 
exact date. He used to be on that committee. 

The Cuatrman. How long before these offerings were made by 
him to the Commodity Credit? 

Mrs. Burke. I don't know whether it was 1 year or how long. It 
was sometime before. He was over here. At that time he came in 
quite often. 

The Cuarmman. Do you know of your own knowledge whether or 
not any of these figures which were given to you by Mansour were 
obtained from Mr. Walker? 

Mrs. Burke. I don’t know. After seeing the man calculating in 
front of me, I would say they were his. 

The CuairmMan. They were whose ¢ 

Mrs. Burke. Mr. Mansour’s. 

The Cuarrman. How do you come to that conclusion ¢ 

Mrs. Burke. Well, he sat down—you know, we get the markets 
every day, sometime during the day. They give us the market figure. 
That is available to anybody. He sat down. Whether that is the 
figure he used, I do not know, but he had something that he used. 
Then he would calculate the prices for whatever cotton followed. 

The Cuarrmanx. Do you know whether or not Mr. Walker had 
access to any of the bids that had been made on any particular day 
from which he took information and gave to Mr. Mansour ? 

Mrs. Burke. No; I do not know. 

Senator A1keN. You want to split that question up. First did he 
have access to the other bids ? 
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The CHatrman. I think she understood the question. 

Mrs. Burke. I don’t know. I couldn’t tell you. 

Senator Eastuanp. Could I ask a question right there, Mr. Chair- 
man ? 

The Cuarrman, Surely. 

Senator EastLanp. Who decided the form of the invitations to bid? 
Whose responsibility was that? 

Mrs. Burke. I cannot tell you. 

Senator Eastianp. Did you see the bids? 

Mrs. Burke. Did I see the bids? 

Senator Eastianp. Yes, ma’am, when they came in. 

Mrs. Burke. There were some that I saw, but Mr. Bell’s office is 
the one that is responsible for that work. When I opened them and 
found out that was what it was, I would give them to Mr. Bell. 

Senator Easttanp. Were they sealed bids? 

Mrs. Burke. No. 

Senator Easttanp. That is certainly an ordinary way and a safe 
way to transact business. Who was responsible for a system that 
didn’t require sealed bids? 

The Cuatrrman. Do you know? 

Mrs. Burke. I imagine Commodity Credit. 

The Cuarrman. Did you ever hand over to Mr. Walker rather than 
Mr. Bell any of the bids that you received ? 

Mrs. Burke. Not to my knowledge, I haven’t. I tell you generally, 
when there is anything like that, the mail is very heavy and since Mr. 
Bell’s shop is responsible for that, I tried to get it to him as soon as 
I could get it to him. 

The Cuarrman. Are there any further questions to ask of Mrs. 
Burke? 

Mr. Correr. Mrs. Burke, how long have you been Mr. Walker’s 
secretary ¢ 

Mrs. Burxe. I think it was in May of 1947. 

Mr. Correr. About 5 years? 

Mrs. Burke. Yes. 

Mr. Correr. Did you take correspondence and communications 
from Mr. Walker to Mr. Mansour? 

Mrs. Burke. I have. 

Mr. Correr. Do you have your notebooks on those? 

Mrs. Burke. No; I do not. 

Mr. Correr. Have they been destroyed ? 

Mrs. Burke. Yes. 

Senator Easttanp. How long do you keep notes? 

Mrs. Burke. The official correspondence for Mr. Walker’s signa- 
ture is prepared in other divisions of the branch and sent to him for 
signature. I didn’t have anything in that book that was official that 
I considered that I needed to save. I did save some books for a while 
and I found I never had occasion to refer to them. So I just threw 
them away. 

Senator Eastitanp. When did you throw them away? 

Mrs. Burke. I cannot tell you that. It has been a long time ago. 

The Cuarrman. Can you recall some of the matters that were given 
to you by Mr. Walker for transmission to Mr. Mansour? 

Mrs. Burke. Well, they corresponded like most people will with 
friends and other than that I do not know that there is anything. 
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The CHarrman. Was there any mention of any of these cotton 
transactions ¢ 

Mrs. Burke. No. 

The CHarmman. Was there any information transmitted through 
any of these letters that Mr. Walker dictated to you, any information 
that might be helpful to Mr. Mansour? 

Mrs. Burxe. I wouldn’t consider that there was any. 

The CHArrMaAN. Was there any? 

Mrs. Burke. Not to my knowledge, there wasn’t. 

The Cuarrman. Was all of this correspondence or dictation taken 
by you from Mr. Walker merely friendly letters? 

Mrs. Burke. Yes. He would comment on the cotton situation as 
a whole. 

Mr. Mansour, Mr. Chairman, was interested in knowing the esti- 
mated American Egyptian crop, the estimation of the crop. 

The CuatrrMan. You mean what we produce here? 

Mrs. Burke. Yes. He wanted to know that at one time, and that 
was furnished him. 

The CHarrman. Where did Mr. Walker obtain his information ? 

Mrs. Burke. We would get it when it would be released from the 
Crop Reporting Board. I think that is the one. 

The Cuarrman. To your knowledge was any information pertain- 
ing to these crops ever issued prior to the time that it was made 
public? 

Mrs. Burxe. No; not to my knowledge. 

The Cuarrman. Not to your knowledge? 

Senator Eastianp. I would like to ask a question right there. Do 
you know Dyke Cullum ? 

Mrs. Burke. I have met him. 

Senator Eastianp. Did he come around to the office ? 

Mrs. Burke. Occasionally. 

Senator Easrianp. To see Mr. Walker? 

Mrs. Burke. Yes. 

Senator Eastianp. Did he ever call Mr. Walker? 

Mrs. Burke. He has called him several times. 

Senator EastLanp. Did you know that Dyke Cullum was Mr. Man- 
sour’s agent ¢ 

Mrs. Burke. I found out that he was. 

Senator Easrtanp. You found out that he was? 

Mrs. Burke. I didn’t know he was until he called and said he was. 

Senator EasrLanp. You never gave Dyke Cullum any information, 
did you? 

Mrs. Burke. No. 

Senator Easttanp. Do you know whether Mr. Walker did or not? 

Mrs. Burke. He didn’t, to my knowledge. 

Senator Easttanp. He didn’t to your knowledge ? 

The correspondence between Mr. Walker and Mr. Mansour that 
passed through your hands which was regular Government channels, 
none of that information was classified, was it? None of it was secret 
information ¢ 

Mrs. Burke. No. 

Senator EastLanp. So that information, if there was information, 
that passed between Mr. Walker and Mr. Cullum and from Mr. Cullum 
to his principal, Mr. Mansour, you do not know anything about that ? 
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Mrs. Burke. No, I do not. 

Mr. Correr. Mrs. Burke, were you ever Mr. Mansour’s guest at any 
of these entertainments ? 

Mrs. Burke. Yes. 

Mr. Mansour had my husband and me there at dinner. 

Mr. Correr. Were Mr. and Mrs. Walker there ¢ 

Mrs. Burke. That is right. 

Mr. Correr. And you enjoy the usual friendly relations with Mr. 
Walker such as any secretary or stenographer might with her superior ? 

Mrs. Burke. Yes. 

Mr. Correr. Do you know Mr. Caffey Robertson in Memphis? 

Mrs. Burke. I have met Mr. Robertson. He has been in the office 
once or twice. 

Mr. Correr. Do you know he represented Mr. Mansour ¢ 

Mrs. Burke. I cannot tell you when I found that out, that he did. 

Mr. Correr. You knew he did? 

Mrs. Burke. I know he does now. 

The CHamman. Any’ further questions? Thank you very much, 
Mrs. Burke. 

Mrs. Burke. I want to tell you one thing. I velunteered to Mr. 
Mesibov about typing those figures m and typing that letter. This 
completely skipped my mind until I saw the thing. After I saw them 
I told him that I did type the figures in the one and I typed the other 
one without the figures. 

The Cuarrman. All right. Thank you very much. 

Mr. Mesibov, will you please step forward, please, sir? And Mr. 
Walker, will you have a seat ? 

All right, Mr. Mesibov, have you complied with the request that I 
made of you before the recess? 


Mr. Mestpoy. I have. 


TESTIMONY OF HAROLD MESIBOV, ASSISTANT COMPLIANCE OF- 
FICER, OFFICE OF COMPLIANCE AND INVESTIGATION, PRODUC- 
TION AND MARKETING ADMINISTRATION, NEW YORK, N. Y.— 
Resumed 


The Cuarrman. To make a notation of such other cases or incidents 
in which your report shows that Mr. Walker acted in an unethical 
manner with respect to the sale and handling of Egyptian cotton ? 

Mr. Mestsov. Yes, sir. 

The Cuarrman. Proceed. 

Mr. Mesitnov. Before I get into that, if I may submit this to the 
committee—the Department asked me to bring this tabulation that 
was prepared in the Department showing the prices that we paid for 
cotton on the December 3 purchase, also the comparison to the prices 
in Alexandria on that day and the position that our price, the rela- 
tionship of our price to the market price, which in every instance was 
consistently less than the market price. 

The Cuarman. That information had been requested of Mr. Wal- 
ker yesterday, I think, and he was to furnish it. 

Senator Easrtanp. I would like to know this: Mr. Mansour, of 
course, is the buyer who buys cotton in Egypt and sells it in this coun- 
try. How can he buy it under the market ¢ 

Senator Arken. These are just the December prices, aren’t they? 
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Mr. Mestnov. That is correct. 
Senator ArkeN. You didn’t get the prices of last February, did you ? 


Did you find when the Commodity Credit started buying cotton last 
February that over a period of 2 or 3 weeks there was a rather sensa- 


tional increase in the price of cotton? 

I don’t question the December figures. I probably wouldn't question 
the February figures if you had them. 

Senator Eastianp. It ought to be in the record. 

Senator Arken. I think we should show them. 

The CuarrmMan. We will, Senator. All we are after is the facts. 
Whatever the facts are and wherever the chips fall we want the full 
story. 

Senator Arken. I think the figures will show that the American 
purchases were making the price in those days. 

The CuarrMan. I imagine so. As was pointed out yesterday, in- 
formation was going out. Where it came from, I don’t know. But 
l am getting suspicious of where it came from. A lot of this informa- 
tion was made available. The press in the country and the radio, for 
all I know, carried the news that the Government was in the market 
for six or seven hundred thousand bales of cotton, and I presume 
there was a scramble to accumulate that amount and necessarily that 
had its effect on the price. This committee has already asked that 
Mr. Walker, acting, of course, for the Department, furnish to the 
committee the market prices prior to February 1951 and after, and 
then also around December, so that the committee can draw its own 
conclusions from those facts. 

Will you indicate just a few examples of the differences in the price 
at which the cotton was actually sold and the market price, if that 
is what this reflects? 

Mr. Mestnov. That is just what this does reflect. First of all, taking 
an overall 

The CuarrmMan. You mean the offerings? 

Mr. Mestrov. The offerings, correct. Yes. 

The Cuarrman. Yes; the offerings. 

Mr. Mestnov. Taking an overall average, the Department paid a 
fraction under 4 cents a pound less for all of the cotton that it pur- 
chased on December 3. In addition to that—— 

The CuatrmMan. Than what? 

Mr. Mestrov. Than the market price for that same cotton. 

The Cuarrman. You mean in Egypt? 

Mr. Mestmov. Well, these are comparable prices at the same point. 
In other words, we are setting up what it cost the Department ship- 
side Alexandria, and we are taking the market price for that same 
comparable item shipside Alexandria. 

The CHamrman. You gave such testimony this morning. 

Mr. Mestnov. That is correct. 

The CHatrrmMan. But you didn’t have the figures available ? 

Mr. Mestnoy. That is right. 

The Cuamman. And you are now presenting them ? 

Mr. Mesrnov. That is correct. 

In no single instance did we pay more than the market price. In 
fact, the closest that we came to the market price was 1.87 cents a 
pound. Inone instance we were 10.55 cents a pound below the market. 
In every single instance we were below the market. 
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The CHamman. There will be placed in the record at this point 
this compilation of figures. 
(The information referred to is as follows:) 


Exhreir 55 


Quality and prices paid in American cents for Egyptian Karnak cotton purchased 
Dec 3, 1951 


Shipside Purchase 

Parchess price, price below 

Name of firm Grade ~ Alexandria Alexandria 

price on date of shipside 

purchase price 

A Fully Good or Extra 137. 00 141.8 4. 83 
Fully Good plus \4 133. 00 136. 62 3. 62 
Fully Good 128. 50 131. 98 3. 48 
B a Fully Good minus \& 122. 85 128. 21 5. 36 
Fully Good plus 130. 55 134. 30 3. 75 
Caffey Robertson Co. (Cont. Alpm | Fully Good or Extra 137. 50 141.83 4.33 
(Ff) 28073). Fully Good plus \4 133. 50 136. 62 3.12 
Fully Good... 127. 95 131. 98 4.08 

Cc Fully Good or Extra 136. 70 141.85 5.13 
Fully Good plus 4 132. 70 136. 62 3. 92 
Fully Gocd 128. 25 131. 98 3. 73 

D Fully Good plus 4 134.7 136. 62 1. 87 
Fully Good plus \4 130. 75 136. 62 5. 87 
Fully Good plus %& 127. 25 134. 30 7.05 
Fully Good plus & 123. 75 134. 30 | 10. 55 
E Fully Good plus % 134. Of 138. 94 | 4.04 
Fully Good 127.03 151. 98 4. 05 
Total 3. 995 or 4. 00 


The Cuatmrman. Will you proceed to give us those other instances 
in which your report shows that Mr. Walker acted unethically ¢ 

Mr. Mesinov. I have several.items that I have noted from the re- 
port. In the first one, Mr. Walker at one point furnished me with a 
copy of a letter that he sent to Mr. Mansour. It was one of the few 
pieces of personal correspondence that he had available. Attached 
to this letter was a copy of an intradepartmental communication 
from our Washington fiscal office to the New York commodity office, 
which was handling the paper work in connection with Mr. Mansour’s 
deliveries of cotton to this country. It was the type of document which 
normally would be strictly within the Department files. 

The Cuatrman. What did that document contain, can you tell us? 

Mr. Mestsov. The document mentioned certain—I believe it was— 
methods of payment. 

The Cuarrman. Method of what? 

Mr. Mestsov. Here is the document. It is from the fiscal branch 
in Washington to the New York PMA commodity office, and it says: 

This will confirm my discussion— 
the individual who signed the document— 
with Mr. Maley, your office, on May 7, 1951. 


The Cuatrrman. To whom was the letter addressed ? 

Mr. Mestmov. This was addressed to the New York PMA com- 
modity office, a unit of the Department of Agriculture. 

The Cuatrman. Signed by whom? 
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Mr. Mesmoy. H. R. Fuchs of the fiscal branch, PMA, Washington, 
D.C. 

This will confirm my discussion with Mr. Maley of your office May 7, 1951, 
in which you were given authorization to pay to R. & E. Hure & Co., of Alex 
andria, Egypt, provided Andrews & Ramsbottom concurs, 75 percent of the 
amount withheld on the four long-staple cotton contracts with Commodity 
Credit and Andrews & Ramsbottom. This transaction was recommended by 
the Cotton Branch and approved by John H. Dean, Acting Assistant Adminis- 
trator for Commodity Operations on May 4, 1951. A copy of this recommenda- 
tion and approval will be forwarded to your office. 

The transaction that was in back of that, as I understand it, there 
was nothing irregular about that transaction. The transaction was 
one in which the De ‘:partment was slow in getting the necessary papers 
and processing payment to Mr. Mansour after he had made delive ry 
in accordance with the contract. This was merely an authorization 
to release additional funds that he badly needed because of his own 
financial arrangements. 

The only point that we are making in our report is the fact that a 
document such as that should have remained within the Department. 

The Cuatrman. It should have been given by the Department itself 
to Mr. Mansour. 

Mr. Mesmov. If they saw fit. 

The Cuamman. What I mean is the information—— 

Mr. Mesisov. The information might have been furnished him; 
that is right. 

The Cuatrrman. In other words, you consider that. by the trans- 
mission of that letter, Mr. Walker was giving advance information 
as to what the Government would do in respect to whatever it was 
spending to the advantage of Mr. Mansour? 

Mr. Mesrpov. Well, it was more or less furnishing an outsider with 
the details of the internal operation of our Department, with which 
that individual should have no concern. 

The Cuamman. Do you know whether the Department carried 
out the plan indicated in that letter? 

Mr. Mesimov. Yes, it did. 

The Cuairman. All right. 

Mr. Mesinov. There was one other instance in November 1951. 
There were certain confidential steps taken within the Department 
that were necessarily preliminary to our entering an additional pur- 
chase program. It required communications back and forth between 
the different boards that were interested, and the letters required 
action by the Commodity Credit Corporation Board of Directors. 

On November 16, 1951, a Friday, the Commodity Credit Corpora- 
tion Board of Directors took action which substantially cleared the 
decks not entirely, but for all practical purposes, for the Department 
to go ahead with its procurement program. 

Monday morning, November 18, Mr. Walker, as soon as he arrived 
at his office, had—not Mrs. Burke, who was here before, but Mrs. 
Atkins, the secretary to the Deputy Director who shares the same 
office, had her get in touch with Mr. Geissler and over the phone, ac- 
cording to Mrs. Atkins’ notes, Mr. Walker suggested to Mr. Geissler 
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that the Department might possibly be able to work out a negotiated 
deal to purchase cotton, a substantial quantity, which was named, 
directly from Mansour at what he considered might be a saving to the 
Department. He mentioned during the course of the conversation 
that the Munitions Board had given the green light. 

Mr. Geissler—— 

The Cuarmman. That is Mr. Walker stating that ? 

Mr. Mestpov. Yes. 

The Cuarmman. That the Munitions Board—— 

Mr. Mestnov. It is in the secretary’s notes. 

The Cuamman. I see. 

Mr. Mesipov. And Mr. Geissler merely said that he would have 
administrative officials of the Department look into the matter and 
take it under advisement. Nothing further was ever done about that 
matter. 

The Cuamman. Well, was any price mentioned at which this cotton 
could be obtained ? 

Mr. Mestnov. No. There is no price mentioned in the notes. Mr. 
Mansour acknowledged that he suggested Mr. Walker make the offer 
and that there would be a substantial saving. He could do it at a 
lower price than the Department would have to pay at a later date, 
but he didn’t furnish any figures or price. 

The Cuarmman. You are talking of Mr. Mansour? 

Mr. Mestnov. That is right. 

Mr. Mansour and Mr. Walker also said he made that call merely 
because he felt that the offer was one of such proportion that it should 
be brought to the attention of the Administrator. 

The Cuarrman. During any of these conversations with respect to 
this incident did you find any price mentioned at all ? 

Mr. Mestrov. Not at this time, no. 

Senator EastLanp. What do you mean “at this time”? 

Mr. Mestnov. Mr. Mansour said if the Department had shown an 
interest, he would have given them firm figures, but he wasn’t willing 
to expose his hand at that point if the Department wasn’t interested 
in negotiated purchases. 

The Cuarrman. It was soon thereafter that the December offerings 
were made? 

Mr. Mestmov. That is right. 

The CHarrman. By all the dealers? 

Mr. Mestpov. Then everybody was requested to submit offers. 

The Cuarmman. Was any reason given by Mr. Geissler or anyone 
else as to why they couldn’t enter into such an agreement ? 

Mr. Mestnov. ‘The reason that was given to me was that the Depart- 
ment felt that as a matter of policy, while they had the authority to 
negotiate purchases, such transactions are always subject to criticism 
and they would rather steer clear of that type of transaction if they 
possibly can. 

The Cuamman. And they would rather do it by bid? 

Mr. Mestnov. That is right. 

Senator Easttanp. Was this offer from Mr. Walker now—this 
telephone conversation—was that a recommendation from Mr. Walker 
to Mr. Geissler or did he simply pass on to Mr. Geissler a suggestion 
made by Mr. Mansour? 
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Mr. Mestmov. I believe Mr. Walker told me he suggested that it 
might be an advantageous deal for the Department to enter into. 

Senator East.anp. I see. 

The Cuamman. Is there anything else? 

Mr. Mestpov. Since this investigation of recent weeks Mr. Mansour 
has paid a visit tothiscountry. In fact, he was here for a 1- or 2-week 
period in March. Since that time Mr. Walker has told us that he 
has been in transoceanic communication with Mr. Mansour on several 
occasions and has discussed with him during these conferences the 
details of the investigation as it was progressing. 

The Carman. At that point, how could he do that? Where 
would he obtain that information ? 

Mr. Mestnov. He would know from my contacts .with him such 
matters as we had been discussing and things we were interested in. 

The Cuamman. That was insofar as he was personally concerned, 
I presume ¢ 

Mr. Mestnov. Mr. Walker? 

The CuatrmMan. Yes. 

Mr. Mesinov. At one point he said he suggested to Mr. Mansour 
that it might be advisable for him to furnish us with certain inven- 
tory figures to show the Department that he wasn’t cornering the 
market, but did have these quantities on hand right along and that 
he was just selling in the normal course of business. 

The Crarrman. Sir, the charge was that through information 
given Mr. Mansour through Mr. Walker, Mr. Mansour was able to 
corner the Egyptian market. I presume it was to offset some of that 
talk that was going on in the country. 

Mr. Mesinoy. That is right. There was that discussion in this 
country at the time. 

The Cuamman. Was Mr. Mansour responsive to that suggestion ? 

Mr. Mestnov. Well, prior to that, when Mr. Mansour had been here, 
I had made a similar request of him, and I believe he told Mr. Walker 
that he was preparing such a tabulation and he subsequently did send 
me one through the mail showing what he claimed the inventory posi- 
tion of R. & E. Hurie was from the summer of 1951 to the end of the 
year. 

The CHatrman. Do you have that information ¢ 

Mr. Mestrov. That is part of the report. I don’t believe I have 
it with me. It does show on the face that they did have sizable quan- 
tities on hand on a weekly basis. 

The Cuarrman. Did the report show when they acquired it? 
Could you connect it with the fact that our Government intended to 
buy some of this cotton ? 

Mr. Mestmov. No. The position that we were in was this: When 
we got this report out, we hadn’t had sufficient time to make an ex- 
haustive inquiry into the Egyptian market. We have had requests 
overseas for information as to any possible cornering of the market 
and Mansour’s firm’s handling of Egyptian cotton, but as yet, we 
haven’t gotten any detailed information back from Egypt. We have 
gotten one or two bits of general information which hint at a corner 
of the market, but we do not have the facts to establish it. 

The CHarman. What other information did he impart to Mr. 
Mansour that you know of ¢ 
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Mr. Mestsov. The point I am making there is merely the fact that 
there were at least five or six of these tclephone conversations back 
and forth from the United States to Egypt right during this period 
when we were pressing for a lot of pertinent information in connection 
with our investigation. Mr. Walker did ackowledge that the con- 
versations were almost solely pointed toward that subject. 

The Cuamman. Did you find that to be a fact? 

Mr. Mesisov. We had no way of verifying that. 

The Cuarrman. You couldn’t verify it with Mr. Mansour? 

Mr. Mestsov. No. We haven’t been able to see Mr. Mansour since 
that time. 

Senator Arken. You took Mr. Walker’s word for it? 

Mr. Mestnov. That is right. 

Senator Munpr. Were these telephone conversations paid for per- 
sonally by Mr. Walker? 

Mr. Mestnov. No. The telephone conversations came the other 
way, from Mr. Mansour to Mr. Walker, usually at Mr. Walker’s home. 

The Cuarrman. Any other incidents? 

Senator Munpr. About what were the toll charges? 

Mr. Mesizov. I don’t know. We don’t have those. I do have those 
telegrams that I discussed this morning and those go right to that De- 
cember 3 period. I have mentioned these other items that are in the 
report. This is the only additional information—the telegrams. 

The Cuarmman. Will you present them for the record and point 
out to us any significant portions that are pertinent. 

Mr. Mesizov. On November 6, 1951, a cablegram was sent to Walker, 
4010 Warren Street, Washington, D. C., and it was signed “Loutfy.” 

The Cuarrman. That is Mr. Mansour’s first name? 

Mr. Mestsov. That is correct. 

Senator Ture. Is that Mr. Walker’s home address? 

Mr. Mestnov. Yes, sir. 

The message says: 

Please cable if leaving for Florida around 15th as well as if there is any 
change of policy. 

That message was received at a time when Mr. Walker was actually 
in Florida and apparently there was no response to that message, so 
that on the following day, November 7, a second message was sent to 
Walker, 4010 Warren Street, Washington, D. C. and this one is signed 
“Loutfy Mansour.” 

Please cable immediate answer my previous cables. 


I have asked Mr. Walker about previous cables, and the only one 
that he can recall is the one that we located. 

The Cuarrman. Did you make an effort to find any others? 

Mr. Mestsov. We did, and we weren’t successful. 

On the same day that message was received, at 4: 28 p. m. there is a 
record of a telephone call being placed person-to-person to Mr. Walker 
in Florida by Mrs. Walker within 10 minutes of the receipt of the mes- 
sage. Then at 4:57 p. m., which is just about 20 minutes later, or a 
little more, Mrs. Walker telephones an answer to Rehuri, Alexandria, 
Egypt. That is the cable address of R. & E. Hurie, Mr. Mansour’s 
firm. 

Your eables received Florida situation unchanged Walker cable you eleventh. 
Eula. 
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That is Mrs. Walker. 

Senator Tuyrr. May I ask whether that isn’t rather a strange pro- 
cedure for such messages to come to the house and the wife intercepting 
such messages rather than a secretary and replying to them ? 

Mr. Mestnov. I wouldn’t want to comment on that. 

The CuarrmMan. I think it speaks for itself. 

Senator Tryp. You are an investigator, aren’s you? 

Mr. Mesinov. That is right, sir. 

Senator Ture. Asan investigator, wouldn’t that immediately arouse 
your suspicions ¢ 

Mr. Mesinov. We picked these items up. 

Senator Munpr. Does that cable show it was signed by Mrs. Walker’s 
first name? 

Mr. Mesinov. Just “Eula.” 

There is a notation at the bottom: “Charge Mr. C. D. Walker, 4010 
Warren Street NW., Washington, D. C.” 

Senator EastLanp. Walker personally paid for that message? 

Mr. Mesisoy. That is right. He was billed and paid for it per- 
sonally. 

Senator Munpr. Can we find a record that he billed the Government 
for it or did he consider that a matter of personal business ? 

Mr. Mesinov. ‘The Government was not billed for it. 

Senator Munpr. This is not a public transaction ¢ 

Mr. Mesisov. No. This isa personal transaction between the two. 

On the next day, I believe it was the following day, November 9, an- 
other cable was sent to Walker. In this one there is a mistake in the 
address. They have it here at 410 Warren Street, Washington, D. C. 
It is signed “Loutfy Mansour,” and it says: “Kindly cable production 
American-Egyptian cotton.” 

On the same day, at 2:14 p. m., a cable, charged to Mr. Walker at 
4010 Warren Street, was sent to Hehuri, Alexandria, Egypt: 

Estimated production American-Egyptian 43,200. 

That is signed “Eula.” 

That is not confidential information. 

The Cuatrman. That is what I was going to ask. That is a figure 
that the Department releases / 

Mr. Mesinov. That is a figure that the Department releases on the 
8th of each month as long as it is not a Saturday or a Sunday. 

The Cuatrman. It was issued after the Department made it known 
for public use ? 

Mr. Mesinov. That is correct. 

Senator Munpr. How long have you been an investigator? 

Mr. Mesinov. 10 or 11 years. 

Senator Munpr. How often have you come across items where 
public officials pay out of their own pockets for transoceanic cables 
in the conduct of public business ? 

Mr. Mestnov. Frankly, this is the first such situation. 

Senator Munpr. Which would indicate to me, whether it does to 
an investigator or not, that this was a private arrangement of some 
kind, a private transaction, in which Mr. Walker thought he had a 
personal interest, so he was willing to pay his own money. 

Mr. Mesisov. That is right. 

There is a message here dated November 15, Mr. Chairman. 
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Mr. Mansour in the meantime had arrived in this country and was 
registered at the Shoreham Hotel. This message is addressed to 
Samaih, Shoreham Hotel. It says: 

Recommend Harry most unadvisable delay going Florida as his requirements 
already oversold. Advise Davidson Biassedse is badly lacking millet and wheat 
Continent and MK now steadily securing at best barley, millet, and I would not 
be able to carry large quantities much longer for Harry on account type 
financing. 

That is signed “Claude Michaea.” 

And in response to my request Mr. Walker, during one of his reeent 
telephone conversations with Mr. Mansour ascertained that Claude 
Michaca is an employee of R. and E. Hurie & Co., although in 
what connection Mr. Walker said he wasn’t able to determine. 

Senator Arken. Did you identify Harry? 

Mr. Mestrov. Well, we think we have. 

Senator Easttanp. What interpretation do you place on that? 

Mr. Mesrsov. If you will permit me to go on to one or two more, 
after that I think this thing will clear up from that point. But what 
I want to point out right here is that a service message was sent by 
R. C. A. to Alexandria which, in effect, says that this Samaih was not 
known at the Shoreham Hotel. A response came back from R. C. A. 
Communications in Alexandria that it should have been Simiah, and 
the message should be delivered to Mr. S. L. Mansour, at the Shore- 
ham Hotel. 

At exactly the same time this Claude Michaca sent a wire to Eula 
Walker for Loutfy, 4010 Warren Street, Washington, D. C.: 

Have cabled Samaih, Shoreham Hotel. Address unknown. Claude Michaca. 

This message was not delivered to Mrs. Walker personally according 
to the cable records. They telephoned her and, according to their 
records, they were told to deliver the message to Mansour at the 
Shoreham Hotel. 

There was another message the following day, November 16, sent 
by Claude Michaca; this one is addressed to Eula Walker for Samaih, 
1010 Warren Street, Washington, D. C.: 

Williams buy yearly barley and millet also futures heavily. Claude Michaca. 

From subsequent messages we have determined that barley and 
millet are two types of cotton that Mansour’s firm was offering to us 
and which he subsequently sold to Commodity Credit Corporation 
in December. We have also tentatively identified Williams as a com 
petitor of the Mansour firm or R. & E. Hurie & Co. in Egypt, an 
individual by the name of William Mustaki. 

Following those messages there were additional exchanges of mes- 
sages between Mansour or Samaih and his firm in Egypt. They keep 
using this code phraseology. In fact, at the very end, after the sale 
was completed, they revert to the true terminology and you are able to 
see the relationship of the terms used with what had been used all 
through the entire period. 

As an example of that, on December 3, at 6:17 p. m., a matter of an 
hour or so after Mansour completed the sale, there is a message sent 
from Loutfy to Claude Michaca: 

Thank God sold 17% bushels, 2% barley, 731.50; 5 millet, 331.50; 10 oats, 


721.95; including 40 cent point commission stop, Total purchases— 
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and then he makes mention of a figure that I do not want to mention 
because of the restriction that has been imposed upon our total pur- 
chases, but the figure runs into the thousands and it is within maybe a 
hundred bales of the accurate total that we purchased at that time. 

Senator Easrianp. Is that the thousands of bales—— 

Mr. Mestrnov. We bought thousands of bales at the time and this 
figure that he mentions is just a variance of maybe a hundred odd 
bales. 

Senator Arken. Was this the $17 million deal you referred to 
earlier ¢ 

Mr. Mestnov. That is correct. This is the second transaction in 
December. 

Senator Aiken. You mean the first was February and the second 
was December, or was the second the December one ? 

Mr. Mestnov. The first was February, the second was December. 
This is the December purchase. 

On December 8— 

The Cuarrman. Before you go to the 8th, you say that this infor- 
mation as to the total amount purchased was within a few bales of what 
was actually purchased ¢ 

Mr. Mesipov. That is correct. 

The Crarmman. And evidently that information must have been 
furnished to Mr. Mansour by someone. 

Mr. Mesirov. That is correct. 

At the time the only individuals who were in a position to have that 
information were Mr. Kruse, Mr. Brasfield, Mr. Bell, Mr. Raper, and 
Mr. Walker. 

Senator Munpr. Has your investigation disclosed any contacts be- 
tween any of these other four direct with Mr. Mansour, as they have 
with Mr. Walker? 

Mr. Mestzov. We have not found any contact at all between those 
individuals. 

The CHarrman. Mr. Walker was the only contact, as you stated 
this morning, as far as your investigation discloses ? 

Mr. Mesisov. That is right, between our Department and Mr. Man- 
sour. 

On December 8, by way of clarifying that last message, a message 
was send from Loutfy to Rehuri in which he says: 

Sold 2,500 Kabam 157.5 

They have been using in their code usage a thousand bales for one 
bushel. In other words, when they say a bushel, they mean a thousand 
bales. Up here they said something about 214 bushels barley. That 
would be 2,500 Kabam. He also mentions a price of 731.50, and here 
they paid 137.5, so it is just a transposition of figures in their code 
usage. 

Then the next item which they have in this second telegram shows 
“5,000 Kadry 133.5 cents.” 

In the code terminology he has 5 millet—that is another type and 
apparently it is the Kadry type of cotton—at 331.50. There you have 
your 133.5. 

Then he says “10 oats 721.95.” Down below he says “10,000 Cahao 
127.95,” so that is transposed. In these other messages that we picked 
up—I haven’t mentioned that as yet-—between November 15 and De- 
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«ember 3, using this code terminology, that was given meaning through 
their reverting at the end to the correct terminology. That plus the 
fact that certain references that they make tie in with developments 
in the Department through this 2- to 3-week period. 

If you want me to go through all these messages—— 

Senator Easttanp. What was the reference in previous telegrams 
to commissions? Was that a commission he paid his agent in this 
country ¢ 

Mr. Mesinov. That would be the commission that Caffey Robertson 
got and it ties in with the arrangement made with Caffey Robertson, 
40 cent point. That is two-fifths of a cent a pound and in the trade 
they use that terminology. 

Senator Munpr. In reading that whole list of cablegrams and mes- 
sages that you have, is there any indication that Mr. Walker was a 
party to and had knowledge of the code that was used ¢ 

Mr. Mesinov. Yes. The messages that we had that I mentioned 
originally about the Florida situation being unchanged, and the word 
“Florida” keeps coming up as a code term throughout these other 
messages. It is our interpretation that it means the purchase of cot- 
ton. In other words “Florida situation unchanged” is the situation 
with respect to the purchase of cotton unchanged. 

Senator Easrianp. All right, then the first telegram you said, “Hold 
Florida,” or some terminology like that. 

Mr. Mesinov. Yes. 

Senator Eastianp. Or “Not go to Florida.” What does that mean? 

Mr. Mestsov. “Is Walker going Florida”—— 

I had better get the exact message. 

Please cable if leaving for Florida around 15th. 

Senator Eastitanp. You have a second one from over there? 

Mr. Mesivov. Yes. 

Florida situation unchanged. 

Senator Eastitan. To Mansour at the Shoreham Hotel? 

Mr. Mestnov. Later on? 

Senator EastLtanp. Yes. That is the one I have reference to. 

Mr. Mestnov. “Recommend Harry most unadvisable going Florida.” 

Senator EastLanp. That is the telegram. What does that mean ? 

Mr. Mestsov. That one isn’t as clear as some of the others that 
we had later on. Frankly we are a bit in doubt as to the true meaning 
of that one. We imagine it is a reference—— 

Senator Easritanp. To holding up the sale? 

Mr. Mesinoy. It is purchase as soon as possible rather than delay. 
In fact, that is dated November 15 and on November 19 that was the 
day that an attempted negotiated transaction was proposed. 

Senator Arken. Did you ask Mr. Walker what that meant? 

Mr. Mesisoy. I asked him what “Florida” meant and he said that, 
when Mr. Mansour was in this country in August or September of 
1951, he expressed an interest in buying some property in either 
Florida or Oklahoma because he knew that Mr. Walker had owned 
property in both places. Mr. Walker had just purchased a 10-acre 
tract in Homestead, Fla., and he said that they discussed the pos- 
sibility of another 10-acre tract right alongside Mr. Walker’s being 
available for sale, and that that was all he could understand as being 
Mr. Mansour’s interest in Florida, that Mr. Mansour wanted to put 
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aside either a nest egg or some security of some kind for himself and 
nis family in the event that the Egyptian political situation took an 
mer encnice Ae turn and he found himself without resources in that 
country. 

Senator Arken. Did you find that Mr. Mansour ever did acquire 
any property in this country ¢ 

Mr. Mestpov. No, he never did to my knowledge. As far as I could 
gather he has never been to Florida at any time. 

Senator Arken. We have a picture of it anyway. 

Senator Munpr. Who signed the message you read just a minute 
ago, or you started to read, beginning with the words: “Florida 
situation unchanged” ¢ 

Mr. Mestsov. That message was signed by “Eula,” Mrs. Walker. 

Senator Munpr. That was my recollection, which would clearly 
indicate that either she or her husband were in on the meaning of this 
code, because this was a message sent by her. 

Mr. Mesinov. That is our belief, sir. 

Mr. Correr. Did you ask Mrs. Walker any questions about that 
cablegram and what “Florida” referred to? 

Mr. Mestnov. Yes, 1 did. She gave the same information that Mr. 
Walker had. 

Senator Eastianp. Let me ask you this question: The basis of this 
thing is the probability in your mind that Mansour could go into 
Walker’s office in the Department of Agriculture the day those bids 
were coming in, find out what those bids were, and then place his 
bids; is that correct ¢ 

Mr. Mesizoyv. Let me put it this way: The specific information 
that we developed shows that he was in there at that ime. 

Senator Eastnanp. Yes. Did the investigation show who was 
responsible for open bids? It appears to me that the bids should 
have been sealed. Who was responsible for open bidding going on 
inthere? Was that a policy of the Commodity Credit Corporation ¢ 
Was it Mr. Walker’s policy? On whom does the blame lie? 

It was an invitation for favoritism, to say the least. Who was 
responsible for that ? 

Mr. Mesisov. I don’t know who the individual was who established 
the policy as such. It was a matter of discussion in the Department 
before they set up this procedure. 

Senator EastLanp. Was there any other Government agency that 
had that loose a system in its procurement ? 

Mr. Mesinov. I do not know that, sir. 

Senator Munpr. You are an investigator for Commodity Credit, 
ot for General Accounting Office. 

Mr. Mestrov. No. Production and Marketing Administration. 
Senator Munpr. Your investigation is limited to agricultural 
atters. 

Mr. Mestrov. That is correct. 

Senator Munpr. You wouldn’t be apprised of what goes on in 
Commerce, et cetera ¢ 

Mr. Mesizov. That is right. 

The Cuarrman. In the rest of the communications that you have, 
would you be able to tell the committee whether or not all of that ties 
in with other facts that you found during the course of your 
investigation ? 
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Mr. Mesipov. Yes, they do very definitely. 

The Cuarrmman. And which no doubt leads to the conclusion that 
Mr. Walker and Mr. Mansour did communicate one with the other 
with respect to the sale of Egyptian cotton ¢ 

Mr. Mestnov. The messages show that there was a very close 
knowledge of what was going on in the Department during this whole 
period. 

The Cuatmrman. And, as I said, it happened to dovetail with what 
happened in the future? 

Mr. Mestrov. That is correct. 

The Cuatrman. In other words, facts that were developed in No- 
vember in anticipation of what would happen in December, what 
happened in December really took place, and it was based on what- 
ever information was obtained, let us say, in November. 

Mr. Mesinov. That is right. 

The Cuamman. That is what I meant by “dovetail.” 

Senator Youn«e. Is Mr. Walker still holding office ¢ 

Mr. Mestroy. I believe so. 

Senator Munpr. Is there any data in that list of telegrams which 
would indicate it unwise for that to be included in the body of our 
record ? 

The CuHatrman. No. That was sent to us. That was my sug 
gestion. Rather than go through all of them, that was why I asked 
the question as to whether or not the rest of the communications dove- 
tailed with what really happened in the past. In other words, all 
of this was done for future action and the witness so testified. 

Senator Munpr. If you put the whole thing in the record, the cross- 
word puzzle fans might have a lot of fun. 

The Cuatrman. Without objection, the rest of these communica 
tions will be inserted at this point. 

Mr. Mestmov. I don’t have them in presentable form to be put in the 
record ‘as such because I do not have the messages. I merely have 
the copies that we made as set forth in this memorandum. 

The Cuarrman. And your interpretation of it? 

Mr. Mesisoy. My interpretation. 

The Cuarrman. That is of great help. I would rather have that. 

Mr. Mestmov. I believe there is also some of that qualified or re- 
stricted information through here. 

The Cuarrman. Well, the committee doesn’t want any restricted 
information. 

Senator Munpr. Let him delete what should not appear. 

The Cuarman. Delete what should not appear. 

Senator Munpr. Would it be possible to read these and delete that 
information as we go along? 

The CHarrman. We are trying to save time and it will serve our 
purpose quite as well. 

Senator Arken. I would like to hear them if thev have a bearing 
on the case. | 

I would like to say that I have never heard a witness come before 
this committee who has performed his work better and testified more 
clearly than Mr. Mesibov has today. I am wondering what your 
salary is? : 

Mr. Mestwov. Approximately $8,000 a year. 

Senator Arken. You are not overpaid. 
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Senator Munpr. I would also like to congratulate him since he 
has been completey objective and informative and thorough. If they 
can’t pay him more than $8,000, maybe our Senate Committee on 
Investigations can use him. 

Senator Arken. Maybe there are some men in the wrong places. 

The Cuamman. What you might do, as I said, to save time—I 
ask you to kindly look over this. You do not have to hand it in 
today. You can do that tonight. Delete what, in your opinion, is 
restricted. The rest of it you can hand to our clerk here and it will 
be inserted in the record at this point. 

Senator Munpr. With as many comments as you can to make it 
explanatory. 

The Cuarrman. That is what he has. 

Senator Arken. I think we ought to have oral comment on any 
pert inent factors of the case. 

The Cuarrman. That is what he has. 

Mr. Mesirnov. These messages are set up with the message and an 
explanation of what the material means. 

The Cuarrman. That was what he stated to us a while ago, Senator, 
that to put the messages in, we probably wouldn’t understand that, 
but the way he has it arranged——— 

Senator Arken. Is he going to comment on them now ? 

The Cuamman. He has already commented on them. 

Senator Aiken. You refer to the messages that have already been 
commented on. Have you others? 

Mr. Mesteov. I have a lot of others. 

Senator A1rken. It seems we ought to have them. 

The Cuamman. They will be put in the record, every one of them, 
with his comments. 

Senator Arken. He is going to comment on them now orally, isn’t 
he, and not comment in writing? I think we ought to have the oral 
comments here. What do you say, Senator Eastland, you are a 
lawyer. 

Senator Eastitanp. I agree with you. 

The Cuamman. I was trying to save us from a Saturday session, 
but go ahead. 

Senator Munpr. Before you begin with this long list of questions, 
may I ask—and this may have happened this morning—when did 
you complete your investigation aad make your report to whomever 
you report to! 

Mr. Mestnov. The report was turned in in completed fashion, I 
believe on April 22. 

Senator Munpr. Who was it turned in to? 

Mr. Mesinov. To my chief, the head of the Office of Compliance and 
Investigation. 

Senator EastLtaAnp. The record shows all that. He has testified to 
that. 

Senator Munpr. What is his name? 

Mr. Mestnov. William F. Duggan. 

Senator Munpr. What does he do with it? 

Mr. Mestrov. As soon as he gets it, he distributes it to the admin- 
istrative officials who are interned in the particular matter at hand, 
whoever is responsible for such matters. 
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Senator Munpr. Would that be the Under Secretary, or who might 
it be? 

Mr. Mestmov. It might be the Secretary, it might be the Adminis- 
trator of Production and Marketing Administration, and it might be 
one of the Assistant Administrators. 

Senator Munpr. What action has the Department taken on this? 

ir. Mestrov. To my knowledge, nothing tie been done as yet. 

Senator Kem. How long have they had this report ? 

Senator Munpr. Since April 22. 

Senator EastLanp. That is his report. I think it would be frank 
and fair about it to point out that the investigation has not been con- 
pleted. He has made his report as to this phase. 

The Cuarrman. They are still investigating it. That is my infor- 
mation. That is why there was a little hesitancy in complying with 
our request. But it is my understanding that the investigation is still 
going on. 

Senator Easrtanp. Did you finish your cablegrams ? 

Senator Munpr. That is April 27, 1952? 

Mr. Mestnov. April 22 

Senator Munpr. About 10 days ago. 

Mr. Mestnov. That is correct 

The Cuarmman. I would like to clear up what the meaning of 
“Harry” is, which you mentioned. 

Mr. Mesinov. That will become evident through these other 
messages. 

The Cuarrman. You say it will become evident as you go along? 

It seems to be the consensus of this committee that you proceed 
with your interpretation of these cablegrams and communications as 
you have in the past rather than put them in the record, so let’s 
proceed. 

Senator Ture. Inasmuch as that will become the official record and 
the transcript will not be available for us for several days, why 
couldn’t the witness just state briefly what the facts will develop as 
to who the person is? 

Senator Arxen. That is what he intends to do. 

Senator Eastianp. If he goes on like he has been, the picture will 
become clearer. 

The Cuamman. Proceed as you have in the past, interpreting these 
various communications for us. 

Mr. Mestrov. There was a message that was dated November 22, 
1951. It was signed by “Samaih” and was sent to Hurricane, Alexan- 
dria, Hurricane being the new code of R. and E. Hurie, through the 
cable office. This message said: 

Most likely attending next meeting because few points to be cleared by Harry. 
Continue cabling daily quotations. Please telephone Saturday. 

It is our interpretation that this cablegram was supposed to contain 
a message: “Most likely that the purchase of cotton will be handled 
next week because a few details of the program will have to be worked 
out by Walker. 

The program was in the process of being developed in that period. 

Senator Arken. When was that dated ? 

Mr. Mestrov. This is dated November 22, 1951. 

Senator Easttanp. You think “Harry” means Walker? 
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Mr. Mestnov. That is our belief, sir. 

Then there is another message sent a little later that day. This is 
a return message from Claude Michaca, to the Shoreham Hotel for 
Samaih Mansour. ‘This time they put a second name on. 

Senator EasrLanp. Is Samaih Mrs. Mansour? 

Mr. Mesisov. Samaih is an alias that Mansour used. Through out 
the report 1 believe it shows the fact that in Egypt the cable offices 
are not too reliable and anyone wanting confidential information can 
get it from the m for a consideration. So they were using different 
names and code terminology to convey their intentions and still get 
around their competitors. 

This one Says: 

Following telephone conversation imperative have definite opinion concerning 
voyage to Florida and prospects for you proceeding there next week. 

It seems reasonably clear to us that that message means: 

Following telephone conversation imperative that we have definite opinion 
with respect to the purchase of cotton by CCC and what are the prospects 
for you—meaning Mansour—in negotiating a sale next week ? 

The next message is dated November 26, 4 days later. This one is 
from Samaih to Claude Michaca on the other side, and it says: 

Please cable prevailing premiums for actual FG and FG/EXT 
they are designations of types of cotton— 
also your market opinion. Williams granted ‘til 30th for performance. They 
will not ask performance from us but only advance SO percent Do you want 
me advertise Furries purchase now from this end? Davidson advising not now 
because corner in Egypt nevertheless Harry may purchase around week end 

Actually November 29 or November 30, which was the week end, 
was the day that our notices did go out to the trade asking them to 
submit offers. The Williams referred to in there is that William 
Mustaki whom I mentioned before. His firm around November 15 
or 16 entered into a barter transaction with the Department of Agri- 
culture whereby we obtained a large quantity of this Egyptian long- 
staple cotton. 

The Cuatrman. For what? 

Mr. Mestpov. In return for wheat, I believe it was. 

The record of the Department shows that this Mustaki’s firm was 
supposed to put up certain bonds or securities and that they didn’t 
put it up at the time, but that they were granted extensions of time 
until the 30th of November, so that when he says: “Williams granted 
til 30th for performance,” it fits right in with what was happening 
within the Department. 

The Williams barter deal, or Mustaki barter deal, involved a siz- 
able quantity which could have an effect on the amount that would 
be available if we were going to purchase directly. 

In other words, if the barter deal fell through, there would be that 
much more on the market to be picked up. 

Another cablegram on November 27 went from Loutfy to Claude 
Michaca, and it says: 

Met Eula who definitely going Florida shortly. Thanks Eula our previous 
new types approved, therefore “quantity oats we may offer 20 bushels Friday 
if Williams fails therefore.” Elmasry representative now in Paris. Things 
brighter thank God. 
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In this message we believe that at this time they were using Eula 
as a different code designation for Walker, that the message means: 

Meet Walker who is definitely going to purchase cotton shortly. 

It means Walker when it says “Eula.” “Thanks to Walker our 
previous new types approved.’ 

At just about that time Mansour had submitted some types of 
cotton for approval that would have to have the Department approval 
before he could make deliveries under any new contract because his 
old types had come from the old crop and any offerings that he made 
would come from the new crop and would have to ‘be resubmitted. 
So that is what our reference there means: “Thanks Eula our new 
types approved.” 

Senator Arken. You didn’t find any hidden meaning in “Thank 
God,” which appears in these various cablegrams, did you ¢ 

Mr. Mestrov. No, sir. 

On November 28 at 7:02 p. m. a message was sent from Loutfy to 
Claude Michaca in which it states: 

Eula will purchase as before Thank God. Your oats and millets higher please 
reduce. If Williams fails may give 24 bushels Friday provided 3 will be bar 
tered against wheat. Please cable your opinion. 

That ties right in with the other messages and our interpretation is 
that Walker will handle purchase operations in about the same man 
ner as previously in February. Up until the 28th of November 
there was some question as to whether the Cotton Branch would 
actually handle the second procurement. The Department was con 
sidering having our New Orleans commodity office handle the pur 
chase of cotton instead of the Cotton Branch and either the arth or 
28th of November official word came from the Administrator's office 
that they decided that because the firms with which they were doing 
business were right up the seaboard here and fiscal h: undling would 
be in this area, the ‘y would go along with the Cotton Branch. 

On November 29 or November 30, rather, there was another mes- 
sage. This one was from Loutfy to Claude Michaca and it was sent 
out in the evening of the 30th. That was the day when we finally sent 
word out to the public that we would accept offers. That particular 
message says: 

Thank God Harry officially opened meeting today and asked offers from im- 
porters not later than this Monday. Quantity left around 35 bushels as Williams 
performed and Byron bartered today 3 bushels against wheat. To get bid our 
office must meet competition. Please register immediately Jones-Fibema two 
bushels before too late. Please cable offers Sunday if possible. 

On November 30, the day that that message was sent out, this 
Mustaki firm had already performed. In fact, they had performed 
the night before, on the 29th, and had come through with the neces- 
sary bonds. The message was sent out on the 20th. They asked 
that the offers be submitted by Monday. That is just what this mes- 
sage said. The other facts tie in with the operations at that time. 


I have read the next couple of messages originally. Those are 
the ones where they mention: 
“Thank God sold 1714 bushels”, et ceter They also mentioned 


what our total purchases are. Those messages saleo tie; in directly with 
the information on hand. 
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In addition, on December 3, 1951, at 6: 17 p. m., a message was sent 


by Loutfy to a cable address OMTEXMO in Paris: 


Government bought (blank) quantity from which I sold 17,500. 


The blank quantity that he mentions in there accurately represents 
the quantity that the Government actually purchased during the 
course of the afternoon as nearly as a hurried tabulation could estab- 
lish in that short period of time. As I mentioned before, it was just 
a matter of maybe a hundred-odd bales off on the actual quantity. 

Senator Munpr. That figure is the figure, I think, which you said 
was known just by five people? 

Mr. Mestpov. That is correct. 

That is the series of messages, the pertinent ones that we have been 
able to develop. There are others that aren’t too related to the 
over-all picture. We do have some others, but these are the ones 
that had the full information in them. 

The Cuarrman. Is there anything else? 

Are there any other incidents that you found in the course of your 
investigation which you would consider unethical on the part of 
Mr. Walker? 

Mr. Mesivov. There was one message that was sent which was rather 
cryptic. I haven't gotten a very clear explanation of that message. 
It was a message from Mr. Mansour to Mr. Walker. The message was 
dated October 26,1951. It was signed by Loutfy, while he was still in 
Egypt. It was sent to Walker, 4010 Warren Street, Washington, 
D.C. The exact wording of the message is: 

Please be careful from my brother-in-law Damin Maghraby. 

From other sources I have gotten the information that Dr. Magh- 
raby is the head of an international trading company that has business 
in Cairo, Egypt, and can possibly be a competitor in barter trans- 
actions of the Mansour firm. 

I discussed the message with Mr. Walker and Mr. Walker said 
that he might have received such a message from Mr. Mansour and 
he could not understand why such a message had been sent to him 
and he didn’t know what it meant, that when Mr. Mansour arrived 
in this country, Mr. Walker mentioned the message to him and he 
never did get a very satisfactory response from Mr. Mansour. 

There were other personal exchanges of messages between the 
Walker family and the Mansour family, but those are strongly pei 
sonal in nature and they deal with the personal relationship between 
the two families. 

The Caamman. You don’t think it would be pertinent ? 

Mr. Mesinov. No,sir. I don’t believe it would add anything to this. 

The Cuarrman. All right. 

Is there anything else, sir? 

Senator Munpr. Did those so-called personal messages indicate a 
close friendly relationship between the two families ? 

Mr. Mestsov. Very close. There were Christmas greetings. There 
were references to Mr. Walker looking out for the welfare of Mr. 
Mansour’s nephew, a youngster of 16 or 17 years of age who had 
come over to this country and was placed out at Oklahoma A. and M. 
College with the assistance of Mr. Walker. 
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The CHarmMan. It was disclosed yesterday that there was a close 
relationship between Mr. Mansour and Mr. Walker for quite a few 
years. Mr. Mansour was connected with the Egyptian Government 
in a capacity similar to that of Mr. Walker. So the record shows. 
It was only later in 1951 that Mr. Walker became connected with this 
purchasing company. 

Now, in all of your investigations did you attempt to find out 
whether or not Mr. Walker benefited in any manner other than that 
which you have already presented to the committee with respect to the 
exchange of gifts? 

Mr. Mesipov. Yes, sir, I did. 

The Cuarrman. What did you find ? 

Mr. Merstnov. We didn’t find anything to show any tangible benefit 
to him. We did make inquiries of financial institutions in probable 
localities in Europe where they have handled banking transactions. 
We checked Mr. Walker’s financial record in this country, his bank 
record, 

The Cratrman. Did he object in any manner? 

Mr. Mestrov. No, sir, not at all. 

The Cuarrman. Was he cooperative in every way ? 

Mr. Mestrov. Yes,sir. He furnished us with all of the information 
concerning his finances, bank books, property transactions. 

The Cnarrman. Would you yeere tt from the facts that you have 
been able to discover that the exchanges of articles from Egypt for 
those in America were about of equal value? Could you give us any 
information on this, or did you try to get facts to evaluate the value 
of what Mr. Walker got in return for what he made available to 
Mr. Mansour? : 

Mr. Mestrnov. I would say that from the little I have seen of that 
exchange it is very possible that they counterbalanced each other and 
that if there was any benefit to Mr. Walker, it would have been from 
some other source other than that. 

The Cuatrman. And you didn’t find any such to exist ? 

Mr. Mesirnov. We didn’t find any, no, sir. 

Senator Youne. May I ask a question ¢ 

The Cuarrman. Yes, sir. 

Senator Youne. How general a practice is it in the Commodity 
Credit in making large purchases to buy it on open bids? Is that a 
general practice ‘ 

Mr. Mestrov. I am not too familiar with that. I imagine it would 
depend on the commodity and the unit handling it, market conditions 
und other related matters. But only come in contact with it when 
1 have a given assignment and it hits a particular commodity. 

Senator Munpr. How did you get hold of these cablegrams ? 

Mr. Mestrov. Some of them were turned over to us by Mr. Cullum. 
Some of the others that I mentioned earlier in the day, and others 
that we had authorizations to examine the records of cable companies. 
And we did it through searching those records. 

The Cuatrman. Are there any further questions to be asked of 
the witness? 

Mr. Correr. I can think of a lot, but I do not see why it would 
serve any purpose at this time. 

The Cuatrman. Mr. Walker, have you anything to say to all this? 
You have heard the testimony. You are at liberty now, sir, to com- 
ment on it in any manner you desire. 
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TESTIMONY OF CLOVIS D. WALKER, DIRECTOR, COTTON BRANCH, 
PMA, UNITED STATES DEPARTMENT OF AGRICULTURE—Resumed 


Mr. Wacker. Yes, sir. 

The Cuarrman. I don’t know that I should remind you, but remem- 
ber you are under oath. 

Mr. Waker. Yes, sir, I do. 

Senator Arken. And that he doesn’t have to testify if any testimony 
will tend to incriminate him. 

The Cuarrman. You are the boss. We have not in the past forced 
any witness to testify if the testimony he would give would incriminate 
him, but you are at liberty, since you have heard the witness, to testify 
to any such points as he has raised, the facts that he has developed 
against you. 

Mr. Waker. There is one thing in particular that I would like to 
raise here in regard to the message as stated here that was sent him 
signed by my wife. I would like to state that she sent it at my request 
over the telephone. 

The Cuarmman. You were then in Florida? 

Mr. Wacker. I was then in Florida. At that time I talked to my 
wife almost every day while I was there about other things, because 
[ was down there buying some property and some equipment for a 
home. 

The Cuarrman. In Florida? 

Mr. Waker. Yes, sir. I talked to her. 

The Cuamman. How much land did you buy down there? 

Mr. Warxer. Well, I have 25 acres down there all told. I bought 5 
acres, I believe, in 1947. I bought 20 acres down there last year after 
selling part of my farm in Oklahoma. 

The Cuarrman. How much did you pay for this land? Would 
you mind telling us? 

Mr. Waker. I paid $50,000. 

The Cuarrman. How much did you sell your farm for? 

Mr. Waker. $79,000. 

The Cuarrman. And you used the money that you obtained from 
your farm exclusively to purchase the land in Florida? 

Mr. Warxer. And pay income tax. I would be glad if Mr. Masibov 
had any comment on that to make. 

The Cuamman. He stated he was unable to find anything. 

Senator Arken. How large was your farm, Mr. Walker? 

Mr. Waker. I had 1,195 acres to start with and I sold different 
quarter sections; that is, 5 times 160. 

Senator ArkeNn. That is 800 acres? 

Mr. Waker. Yes, sir. 

Senator Arken. $79,000? 

Mr. Waker. Yes, sir. 

The Cuarrman. You sold that for $79,000? 

Mr. Waker. Yes. 

Senator Munpr. Where was that farm located ? 

Mr. Waker. Near Altus, Okla. 

Senator Munpr. What county? 

Mr. Waker. Jackson. 

The Cuarrman. How long did you own that farm? 
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Mr. Waker. I owned it originally and the Army took over one 
section of it for a landing field during the war. I purchased it back 
in 1946 or 1947, I believe. Then I sold it this time, but the rest of 
my land I have owned some of it since 1924. Part of it is the farm 
I was born on and am still operating. 

Mr. Correr. Whom did you sell it to? 

Mr. Waker. To two different individuals. I sold the section 
to Mr. Carl Putnam and I sold the quarter section to Link Hass. 

The Crarrman. Are these residents of Oklahoma ¢ 

Mr. Wacker. Yes, sir. 

Mr. Correr. Are they farmers there ? 

Mr. Waker. One is working here but he owns other land. The 
other farms the land. 

Mr. Correr. They both bought the farm in their own names and 
continued to hold them in their own names? 

Mr. Waker. Yes, sir. The income tax has been properly paid on 
them, I presume. 

Senator Kem. Is that the prevailing price for land around there, 
about $100 an acre? 

Mr. Wacker. I would say it depends on the land. It sells from $15 
to $200 an acre. This land was damaged quite a bit by the landing 
strips that were on it. 

The Cuatrman. I notice you made some notes as the witness testi- 
fied. If you desire to use those notes and just go on and comment on 
his testimony, you are at liberty to do so. I will give you that oppor- 
tunity. 

Mr. Wacker. mene. thank you, sir. I will check these. 

I would like to say, as an over-all statement, that I have never had 
any code between Mr. Mansour and myself. I have never knowingly 
given Mr. Mansour any confidential information of any kind. 

As I stated yesterday, I have known him quite well. He was here 
before each of these purchases. But in none of those instances did I 
advise him to come over or that any purchase was imminent. I know 
nothing about any code existing between Mr. Mansour and his com- 
pany. He never talked to me about any code between them or any 
messages that he sent. 

The Cnairman. During the course of the testimony, as you heard, 
it was developed that your own stenographer or secretary prepared 
to help to prepare these bids for cotton to be sold by Mr. Mansour 
and Mr. Mansour had just walked out of your office. Do you remem- 
ber that incident ¢ 

Mr. Waker. Yes, sir. 

The Cuarrman. Do you remember the conversation that took place 
between you and Mr. Mansour ? 

Mr. Wacker. It was a very brief conversation. He merely came in 
and said, “Well, is it getting close to the time that it is necessary to 
submit the bids?” He indicated he would like to wait as long as he 
could no any additional messages from Egypt. I said the time was 
getting pretty close at hand and therefore he would have to submit 
a bid. 

The Cuamman. Did you at that time have knowledge of any bids 
that had been made on that day or would be opened on that day 

Mr. Wacker. Back in the February program, when he was there 
and submitted that, I had absolutely no knowledge whatever of any 
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bid that had been offered when Mrs. Burke entered the figures into 
that. Therefore I could not—— 

The Crarrman. Under oath you are telling us that you didn’t im- 
part to him any information that you obt: ained from bei ‘ing connected 
with the sale of this cotton or pure -hase of this cotton ? 

Mr. Waker. That is right, sir. 

The Cuamman. Why should he have gone to your office, Mr. 
Walker? 

Mr. Waker. The only reason I know, Senator, is that, as I stated, 
we had been fairly good friends and I guess any stranger in another 
country comes around. He would usually call to know if I had re- 
ceived the Egyptian market. We do receive it daily. <A big part of 
his talks was about that. 

The Cuatrman. Wasn’t he able to get that himself? 

Mr. Waker. Not without—— 

The CHarrman. From some other source ¢ 

Mr. Wacker. The only other place would have been somebody in 
Agriculture, so far as I know; unless he had special messages sent. 

The Cuarmman. What was his object in getting that figure about 
the Egyptian market ? 

Mr. Waker. So far as I know, Senator, it would be just like any 
other cotton man being interested here in the United States in the 
daily price of cotton. 

The Cuarrman. The fact that the witness testified, and I think you 
stated yourself yesterday, was that all of the cotton was purchased by 
our Government at a price much lower than the market. 

Mr. Wacker. Yes, sir. 

The Cuarrman. Why should this information about the Egyptian 
market be of any service to him ¢ 

Mr. Waker. Well, I would assume, Mr. Chairman, that he is very 
similar to other cotton buyers. Even though they might start pur- 
chasing cotton along in August, it was more or less on call, as we 
would say in this country. They signed contracts with the producers 
that they will deliver their crop to them, but the price will be the 
price that is prevailing on the day that they call for the delivery of 
the cotton. I understand that is the practice. 

The CuarrmMan. You stated a moment ago that insofar as the Febru- 
ary transactions were concerned, you didn’t have the information. 
Are we to understand that you had it for December ? 

Mr. Waker. In February, I stated a minute ago, that I had not 
seen a single offer that anybody else had offered. I had no idea of 
any offer. 

The CuarmmMan. How about December? 

Mr. Warxer. Under that I had talked to two different people on 
the telephone. Mr. Cullum called me on the telephone, as I remember, 
and Mr. Carey had been down and talked to me. They had at that 
time talked about their prices. 

The Cuatrman. And you are still talking now about the—— 

Mr. Wacker. December. 

The Cuairman. Did you have knowledge of what that price would 
be, of what that offer would be? 

Mr. Wacker. I did have knowledge what the prices of those two 
individuals might at that time be. 

The Cuarman. Did you let Mr. Mansour have that information? 
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Mr. Waker. No, sir, I did not. He didn’t ask me for it. 

The CuarrmMan. Would you have given it to him had he asked 
for it? 

Mr. Warxker. No, sir. 

Senator Tuyr. Mr. Chairman, might I ask this question at this 
point? Was it customary for the bidders to discuss bid prices with 
you? 

Mr. Wavker. They quite often do about their own individual 
prices. 

Senator Ture. In other words, they would come and discuss what 
they might or could offer. How many bids did you have on this 
cotton ‘—or offers ? 

Mr. Waker. Now, you are referring to the February purchase 
or the—— 

Senator Ture. I am referring to the transactions both in February 
and earlier. On an average, how many would make offerings? 

Mr. Watker. As I remember back in February—Mr. Bell, do you 
have the records? I would like to be sure on that. I would say it 
was somewhere in the neighborhood of 20 companies. 

Senator Ture. Twenty ‘companies! 

Mr. Wacker. Or a few more than that. I wouldn’t want to be 
sure on that. 

Senator Ture. Were they sealed or opened ? 

Mr. Waker. Most of them, as I stated this morning, were turned 
in down in Mr. Bell’s office, and occasionally somebody would come 
by and there would be two or three waiting down there and they 
would come by my office and they would turn them in my office. Some 
were sealed and some were not. 

Senator Ture. Doesn’t the Department have a policy on that 
question ? 

Mr. Waker. No, sir. 

Senator Tuyr. You mean to say that the Department will receive 
them either sealed or opened; that they have no policy on that! 

Mr. Wacker. They were not supposed to be sealed bids. These 
were supposed to be on a negotiated basis, Senator. ‘These were not 
on a bid basis. They were submitted offers and they would be 
negotiated. 

The Cuarreman. Are you speaking now of February and December? 

Mr. Waker. Yes, sir. 

The Cuatrman. What was the object of asking anybody to bid, 
then ¢ 

Mr. Waker. They submitted these, but we had a right to accept 
or reject them. As stated yesterday, we did take the low bid and we 
would like to insert—we have that information if you want it—that 
into the record. 

As to the question you asked me yesterday, the prices that we paid 
R. & E. Hurie and others, we have that information here. We have 
permission to deliver that to you, so it would show—— 

Senator Tuyr. Mr. Walker, for how long a period would you have 
these bids in your possession ¢ 

Mr. Wacker. Well, we usually had a deadline of about 2 o’clock to 
turn them in. 

Senator Tuyr. Two o'clock ¢ 

Mr. Waker. Of the afternoon. 
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Senator Ture. Of each day? 

Mr. Wacker. That is right. When we purchased from February 
14 to February 27—I believe those are the correct dates—that was on 
a daily basis, and by 2 o'clock each day it was necessary for them to 
have their offers in. 

Senator Ture. Yes. 

Mr. Wacker. Under those bids, it was possible to even contact those 
people and say that the bids were too high and, if they wanted to come 
down to a certain level, they could be accepted. I think the records 
would bear out, Mr. Chairman, one reason, as Mrs. Burke stated here, 
she did not ask me if it would be all right to insert these figures is, that 
frankly, if she had, I would have told her yes, that it would be all right 
to insert those figures in there at Mr. Mansour’s request. I would also 
have told her, if she had asked me, it would be all right to copy his 
offer. We would render that service to anyone as a courtesy in our 
oflice, because these were not sealed bids. 

The records will show—and Mr. Mesibov will bear me out—this is 
not to pass any responsibility to anybody else, but under the February 
bids on the first night the committee met and considered the offers and 
accepted certain bids. Then some of the officials higher than myself 
went by the hotel and talked with this individual and said, “Here is 
another part of your offer” whereby he had offered the same grades 
and staples at different prices, which is common practice. For in- 
stance, Fully Good might run from $1.20 to $1.25 on three different 
offers. 

They talked to this individual and said, “If you will bring your price 
down to those we have accepted, we will accept the difference.” 

Where those figures were typed in, a line was drawn through the 
typed figures and inserted in pen and ink. ‘Those were accepted. 

Mr. Mesibov, you will bear me out on that. 

The Cuairman. That was because—— 

Mr. Wacker. It was on a negotiated basis : an not on a sealed basis. 

Mr. Correr. When you say “this individual,” whom do you mean ? 

Mr. Waker. I mean the buyer. 

Mr. Correr. You said you went by a hotel and talked to this in- 
dividual. 

Mr. Wacker. That was a representative of Shaw & Co. 

Mr. Correr. This was another outfit ¢ 

Mr. Wacker. Another outfit, yes, sir, that sold a very large quantity 
of cotton. 

Mr. Correr. Did it so happen that these bids where there had 
been an insertion in your office were bids on which cotton was bought ¢ 

Mr. Waker. That Mrs. Burke inserted in my office ¢ 

Mr. Correr. Yes. 

Mr. Warker. It is. After they are once submitted, they cannot be 
changed unless you contact them ‘and negotiate with them. 

Mr. Correr. They were the successful bids that were submitted 4 

Mr. Wacker. That is correct. 

The CuarrmMan. As to all cotton offered and described in the docu- 
ment that this lady prepared ¢ 

Mr. Warker. That is right. They were all accepted. They were 
not the lowest and they were not the highest bids on the list, except, 
I believe, on one occasion, and one occasion only, the Hurie & Co. bid 
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was the highest bid that we accepted. In the case of the other grades, 
bids higher than theirs were accepted. Some of the bids were de- 
cidedly lower, as the records would show as to the offers. 

The Cuamman. Now that you are talking about high and low 
bids, you have heard the witness testify about a purchase made by 
Commodity Credit from O’Donnell in which it was apparent on 
the face of it that the O’Donnell cotton was bought although there was 
other cotton offered at a lower rate. 

Mr. Waker. Some O'Donnell cotton was offered at a lower figure 
than some we bought. 

Mr. Mesinov. That is right. 

Senator Arken. That was in December? 

Mr. Wacker. That is right. 

Senator Arken. O’Donnell did receive a contract after that date? 

Mr. Waker. Yes. That is one thing I would like 

The Cuarrman. I must have misunderstood the witness, then. As 
I understood him, I asked him specifically, as I recall, whether or not 
it cost the Government more because of the purchase of this O’Donnell 
cotton. 

Mr. Mestmov. We didn’t buy any O’Donnell cotton at all. 

Mr. Wavxker. In December. 

Mr. Mesirov. In other words, in the tabulation of the O’Donnel! 
cotton, O'Donnell put in alternate bids, and only the higher bid was 
put on the sheet containing all bids to be cons idered ; and, because the 
price was so high, it wasn’t accepted at all. But what I was trying 
to get over was this: The low O’Donnell bid was never formally put 
on the sheet of all bids for consideration. If it had been put on the 
sheet, it would have represented a lower price than quite a bit of 
other cotton; and, based on the formula that we were using, it would 
have knocked some other purchases out. 

The CHarrmMan. Now, will you explain that, Mr. Walker? 

Mr. Wacker. Yes, sir. 

The Cuainman. You are familiar with the case ¢ 

Mr. Wacker. Yes, sir. Iam familiar with that. 

Senator Arken. I want to inquire a little more into the O’Donnell 
contracts which were entered into after December. 

The CuarrmMan. Suppose he explains this, Senator, and then you 
will be at liberty to question him as much as you desire. 

Mr. Wacker. I would say on December 3, the day that we set 
out to receive these offers, Mr. Carey and another gentleman whose 
name I do not recall came into my office and said that they wanted to 
submit some offers. I told them “All right.” 

He said that he had two offers that he wanted to submit, but he 
wanted to make it clear that he wasn’t submitting both offers. He 
would submit either one or the other, but he didn’t have both lots to 
offer. 

As I remember, the amount—well, I won’t discuss the amount. It 
was a substantial amount, as Mr. Mesibov testified this morning. It 
was between 4 and 5 percent of the total we bought. 

But there was quite a variation in price. I asked why. Probably 
I am in error in this. I cannot say that I am not subject to error. 
I have clearly understood Mr. Care ‘vy to say that this lot of cotton 
that he was submitting at the lower price was in Italy. I raised the 
question about its being eligible under the terms of our contract, 
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since our contract provided that we must have an Egyptian testing- 
house weight sheets and moisture-content certificates, as explained 
by Mr. Bell yesterday, under that provision. 

Those provisions were arrived at at a meeting of representatives 
of my office e, including Mr. Bell. I didn’t get to the meeting very 
much myself. Also attending was a committee appointed by the im- 
porters association of the long-staple cotton. They arrived at the 
terms of that agreement. 

I then raised the quesion if it was in Italy and unless the Egyptian 
testing-house weight sheets and moisture contents of the Egyptian 
testing house could be furnished, the cotton wouldn’t be acceptable 
under the terms of the contract. 

As pointed out by Mr. Mesibov, there was a decided difference in 
the price. I think in some of the grades there was as much as 15 
cents a pound under the other, which was a factor that made it very 
clear that there was some distinction between the two, because, if 
you would offer me one lot of cotton here and another lot over here 
of the same grade at a drastic difference in price—— 

Senator Arken. Weren't they offering you cotton which they had 
already acquired at one price and in the other bid cotton which they 
would acquire at a different price? Wouldn’t that make the difference 
in the offer? 

Mr. Waker. I didn’t understand it that way. I understood from 
him that this cotton was in Italy and the other cotton was in Egypt and 
that, therefore, this accounted for the difference in price. 

When I went over to the committee—or I will say first when we were 
preparing the spread sheet, it is true that it is my fault that that wasn’t 
on there because I had told Mr. Bell and the others that were assisting 
him that we would take it over and discuss it with the committee, 
but since under the terms of the contract we didn’t think the cotton was 
eligible, we wouldn’t prepare it on the spread sheet. 

Senator Arken. Was that the cotton you finally bought from 
O’Donnell ? 

Mr. Waker. That was very recently in the purchases of the last 
few days. Whether this was the same cotton or not, we do not know. 

Senator Aiken. Did you buy any cotton from’ O’Donnell between 
December 3 and April 1? 

Mr. Waker. When was the first date of our first purchase? 

The CuarkMan. Sit there, Mr. Bell. You have been sworn already. 

Mr. Betx. The Department put out an announcement the 21st of 
March that we would consider sles on the 31st of March and we would 
also consider offers every second and fourth Monday thereafter. 

Mr. Waker. That was on the cotton that was in the United States 
or in any other country ? 

Senator Arken. Did Mr. Don Carey represent any other company 
other than O'Donnell in making offers to you? 

Mr. Waker. Not to my knowledge. You mean on this last offer? 

Senator Arken. At any time in the last year or so? 

Mr. Waxxer. In the April offers, do you know, Mr. Bell? 

Mr. Beut. I do not know. I just met Mr. Carey around the first 
of April when we announced we were back in the market for offers. 

Senator Arken. You don’t know whether he submitted any offer 
for any other company between last summer and, we will say, the 
middle of February ? 
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Mr. Beut. No, sir; I don’t. 

Senator Arken. You wouldn’t know? 

Mr. Bev. | wonder if I might pursue this a bit further. 

All the offers that came in on March 31 were rejected. Offers 
that came in on April 14—some of them—were accepted. Offers 
that came in the 27th of April—some of them—were accepted. 

The Cuatrman. Of this year? 

Mr. Be.x. Yes, sir. O’Donnell Bros. did sell a substantial quantity 
of cotton in the April 28th purchase. I believe one or two small lots 
in the April 14th purchase. 

Senator Arken. You will say, then, that you did not place any 
order with any company represented by Mr. Don Carey at all ? 

Mr. Wacker. I would have to look at the records and determine 
the name of the company and who signed the telegram or the letter 
that carne in. As I recall, the only offers that have been submitted 
by Mr. Carey have been in behalf of O’Donnell Bros., but that is from 
memory only. 

Mr. Mesipsov. If I may make a comment, the gentleman I had ref- 
erence to is Mr. William Carey, and he is a member of the firm of 
O'Donnell Bros. 

Senator Arken. Whois Mr. Don Carey? You said you had met Mr. 
Don Carey twice. 

Mr. Betz. No. I said I knew a Mr. Carey. I do not know what his 
first name is. 

Senator Arken. From Boston? 

Mr. Betz. That I do not know. 

Senator Arken. You do not know a Mr. Carey from Boston or 
vicinity ¢ 

Mr. Betxu. I know a Mr. Carey. The only time I have ever seen 
him has been when he was over at our office. I do not know whether 
he lives in Boston or not. I was under the impression he lives here, 
but I could be wrong. 

Senator Aiken. But O'Donnell, then, according to your record, had 
no contact until April of this year. 

Mr. Waxxer. As I recall, we bought some from him in February. 
In December we bought no cotton from him. Then in April of this 
year we have purchased some more. 

Senator Arken. Does the Bank of Egypt ever submit offers ? 

Mr. Wacker. We can only accept offers in the name of an American 
representative and we sometimes know- 

Senator Arken. I mean, does any representative of the Bank of 
Egypt submit offers? 

Mr. Waker. I don’t think so. As I recall, Mr. Bell, I do not think 
that the Bank of Egypt has ever been mentioned in any of it. 

Mr. Betx. We would never know. The terms under which we ask 
for offers do not stipulate who the supplier of the cotton would be 
other than the person who is going to enter into the contract in the 
United States. 

Senator Arxen. The offers are all made in the name of the Ameri- 
can representative ? 

Mr. Betx. Yes, sir. 

Senator Arken. The American representative of the company re- 
gardless of where it might be? 

Mr. Be.x. That is right, sir. 
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Mr. Waker. A further point of clarification on Mr. Carey’s offer 
for O’Donnell—I would lke to say this. It was my fault that it 
wasn’t spread on the spread sheet. As Mr. Bell will testify, I said 
that we would discuss it with the committee and since, in their opinion, 
the cotton wasn’t eligible and Mr. Carey hadn’t informed me that he 
could comply with the terms of the contract, we would discuss it with 
the committee. 

We have a little difference of opinion as to just what was said over 
there. I remember bringing the question up and telling Mr. Kruse 
and Mr. Brasfield about the offer and I think I remember mentioning 
the amount involved. They say no. Therefore I assume I am in 
error and they are correct, Senator, because I wouldn’t want to say 
otherwise. 

The CHarrmMan. In respect to the purchases by the Government of 
cotton from the O'Donnell concern, was there anything unusual about 
that? Did you acquire that cotton because the price at which it was 
offered was cheaper than any other bid at that time? 

Mr. Bexx. Senator, I wouldn’t say it was cheaper than any other 
bidder because the offers were not placed in a manner where one con- 
cern was bidding against someone else’s offer. 

The Cramman. Why was that? 

Mr. Beit. We were simply in the market to buy this kind of cotton 
and, if the price that this person offered the cotton that we felt was 
in line with the value of the cotton, depending upon the current 
market, then the cotton was accepted or rejected, but there was no 
competitive comparison made of his price against somebody else's 
price. 

The Cuarrman. What was the difference in the stipulations under 
which you could buy this cotton? Did it have to come from Egypt 
or did you have to use the same yardstick in that case as you did in 
December or February ‘ 

Mr. Bev. Under the recent announcement under which we are 
now operating the purchase policy was changed whereby we would 
accept cotton of the acceptable qualities whether it was located in 
this country or in Egypt or in any other country. 

The CHarrman. When was that policy changed ? 

Mr. Bextx. That policy was changed with the announcement on 
March 21, 1952. 

The Cuatmrman. Why was that done? 

Mr. Beux. I cannot give you the information on that. The an- 
nouncement was put out on the 2Ist by the Department and that 
decision was made in the Administrator’s office. 

The CuarrmMan. Who is the Administrator? 

Mr. Betu. Mr. Geissler. 

The decision was made there. 

The Cuamman. As I remember, in your testimony yesterday you 
gave vour reasons as to why Egyptian cotton was purchased from 
outside of the country and not here. 

Mr. Beww. Yes, sir. 

The Cuarrman. You didn’t give us any reason as to why American 
cotton, American-owned Egyptian cotton, was being purchased. 

Mr. Bex. I cannot give you the reason that the Administrator’s 
office and those whé participated in the decision had on March 21 
when they put out the announcement that we would buy some cotton. 
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I can only give you my own personal appraisal about it. 

The Crarrman. That is what I would like to ask, since you vol- 
unteered it to us yesterday as to February and December cotton. I 
will ask you the same question now. 

Mr. Bewu. I think the market prices will probably enter into it. 
Back in December when we bought Egyptian cotton, of the quality 
which we could put in the stockpile, it was running around $1.25 to 
$1.30 a pound basis United States delivery. After we made the 
December 3 purchases I suppose there was a belief that the Govern- 
ment was out of the purchase program for some time. At least the 
Egyptian prices began to fall off after the December purchase and fell 
off quite substantially for some 30 to 60 days. 

At the same time, there was similar cotton in this country where 
the prices apparently fell off, too. One of the things that led to 
that was the fact that a year ago the American mills that used the 
kind of cotton we are talking about were using around a hundred 
thousand bales annually or around eight to nine thousand bales a 
month. In recent months the consumption of that kind of cotton has 
fallen off to about fifty to sixty thousand bales annually, and conse- 
quently the demand for that kind of cotton has fallen off in the domes- 
tic trade very substantially in the last 4 or 5 months. 

I suppose that due to that- fact quite a number of importers and 
quite a number of mills around the first of the year found that they 
had more of that kind of cotton on hand than they could dispose of 
to the mills and were willing to lower the prices and offer it to the 
Government for the stockpile. 

The CuarrmMan. For how much less did the Government buy that 
cotton than it did in December or February / 

Mr. Betx. Around 30 cents a pound average. 

The Cuarrman. Less? 

Mr. Bewtw. Yes, sir. 

The Cuarrman. And the same grade, same quality, as you acquired ¢ 

Mr. Be. Yes. 

Senator Arken. Around 90 cents to a dollar. 

Mr. Bex. In that range. 

Mr. Wacker. Would you give me those photostatic copies of those 
press releases, Bell? 

Senator Munpr. I was a little bit astonished about one statement 
that Mr. Bell made, Mr. Walker. He said that they solicited these 
bids and then when they got them, they didn’t pay any attention to the 
relationship of one bid to another and no effort was made to purchase 
the cotton as economically as possible. 

The Cuatrrman. You meant Mr. Walker? 

Senator Munpr. Mr. Bell said that. 

Mr. Waker. Yes. What he was saying in that, Senator, is this. 
If we get a certain grade of cotton offered at $1 a pound or $1.01 or 
$1.02 or $1.03, if it is the decision of the committee over there to get 
the cotton that we want, we would have to go up to the $1.03 and we 
would accept from $1.03 and everything that is cheaper. In that, it 
does have a bearing, to that extent. But the decision as to what price 
you will reach and how many bales has been offered up to that level is 
the breaking point. 

In December, I would like to say, that on the offers that were sub- 
mitted, as the records bear out, Senator, when you get those at the 
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level we decided we could get the bare minimum amount that was 
wanted by the Munitions Board, from that to the grade above, the 
same grade, in the other offers, there was a clear break of from 4 to 5 
cents a pound. If we bought any more cotton, it would have been 
stepped up 4 to 5 cents a pound for the same grade and same staple. 

The CuarrmMan. Who fixed this level you speak of ? 

Mr. Waker. This committee. 

The Cuarrman. What committee. 

Mr. Wauxer. Mr. Brasfield, Kruse and myself, in December. Back 
in February I believe there were five members on the committee. 

The CuatrMan. In fixing this price level, did you consult with the 
Munitions Board? 

Mr. Waker. No, sir. 

The CuarrMan. Did they permit you to use your own judgment ? 

Mr. Waker. They did. 

Senator Ture. You knew at all times just exactly what you would 
accept as a bid on that cotton? 

Mr. Waker. No, sir. 

Senator Ture. You stipulated that you would buy within 3 or 4 
cents a pound. 

Mr. Waker. On the offers that were submitted that day in order 
to get the amount that was wanted immediately by the Munitions 
Board. In other words, if you wanted 10,000 bales and there were 
10,000 bales available at under a dollar. But to go above a dollar 
or to go above 10,000 bales, then it would be necessary to go up maybe 
to $1.03. If there were only 5,000 bales offered at $1 or less and we 
wanted 10,000 bales that day, we would have to go higher in the 
bracket. There is no stipulation by the Munitions Board as to what 
we pay. They allocate to us a given sum of money and indicate a 
minimum and maximum amount of cotton they want purchased. 

The CuarMan. Irrespective of what it costs? 

Mr. Wacker. I have never seen any limitation on the price. Have 
you, Mr. Bell? 

Mr. Bewx. No. 

The Cuairman. You mean from the Munitions Board ? 

Mr. Waker. That is right. 

The CuatrMan. In fixing these maximum prices at which you buy, 
how did you reach that? What was your yardstick? 

Mr. Waker. We had what we call the spread sheet with the offers 
of all of the different firms on a sheet by grades. We would take the 
lowest or start it in the other way. We would start at the highest 
grade and say, here are so many bales at a lower level, here is a dis- 
tinct breaking point. This up here is 4 cents a pound higher than 
this up here. Here are X number of bales. 

Then we would take the next grade and do it in the same way. Then 
we would total up the X number of bales and if that comes within the 
minimum, we would quit at this breaking point on this grade, and 
at this breaking point on this grade. 

The Cuarrman. When did you fix the breaking points? After you 
got the bids? 

Mr. Warxer. After we got the bids. It was over in our office. 

The Cuatrman. Then it was possible, if you purchased 50,000 bales 
from the bids you got on one day, that you might pay $1.05 on some, 
9) cents on others? 
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Mr. Watxer. That is correct. 

The Cuarmman. Your idea was to obtain so many bales for the 
cheapest price you could get within the range offered. 

Mr. Waker. That is correct. 

Senator Munpr. Under that kind of a purchase program how did 
you ever avoid buying what cotton was available at the lowest price? 
You would buy at that price. 

Mr. Waker. There was never more offered than we wanted. 

Senator Munpr. I understood one of you to testify earlier that some- 
times you didn’t accept the lowest offer, that you took a higher offer. 

Mr. Wauxer. No. 

The Cuarrman, That was the understanding I got, but the witness 
clarified that a while ago. I got that same impression. You mean 
of the O’Donnell deal? 

Senator Munpr. Yes. 

The Cuarrman. That was the impression I got, but he apparently 
clarified that. 

Mr. Waker. Senator, I would like to clear up something for the 
record here. ' 

The Cuamrman. Before you go into that, Mr. Mesibov presented to 
us a letter or a document that you transmitted which he said was more 
or less restricted, giving Mr. Mansour advance information as to some 
kind of an agreement that was being entered into for the payment to 
Mr. Mansour of a certain amount of money that the Commodity Credit 
owed. Will you comment on that? 

Mr. Waxxer. Yes, I will, Senator. I think I should say that I do 
not want to take issue with Mr. Mesibov or anyone else because I am 
not in the habit of trying to make people out liars and I certainly 
wouldn’t on Mr. Mesibov. I appreciate his cooperativeness in work- 
ing with this, but I just want to say this: that on making these pur- 
chases, we advanced 80 percent on the ocean bill of lading when it was 
loaded on board ship in Egypt and they had the insurance and the 
other things on it. The Commodity Credit Corporation advanced 80 
percent with the provision that we would advance the other 20 per- 
cent when it arrived on this side and the cotton had been sampled and 
tested and the new weight sheets transmitted to the New York office. 

In these shipments back in February where they bought quite heavily 
in this cotton, and the big part of which was shipped to Charleston, 
it was very congested down there and normally, where you would ex- 
pect these people to get their additional 20 percent advance within a 
week or so, we were running more than three weeks behind, and there 
was quite a large sum of money owing to Hurie & Co. on that. 

They had cabled me on two or three occasions to know if they could 
get itcleared up. They were paying an excessive rate of interest. We 
reached an agreement that since the samples had been approved over 
here and we knew the weights of it, we could advance 15 percent of the 
remaining 20 percent. I was notified that that was in effect and so 
notified Mr. Mansour. 

There was no advance information as to that or anything. I do 
not think Mr. Mesibov would say there was any advance information 
on that. It was.already public information. I was merely notifying 
Mr. Mansour that this action had taken place and for his records I 
sent this copy in this other letter. It was not marked “confidential.” 
I didn’t think it was irregular to send a copy of a letter that was sup- 
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posed to be internal to somebody else for their information. There 
was no advanced information; however, I think Mr. Mesibov would 
say that. 

Before he received that by mail he had already been paid the initial 
amount of money. 

Mr. Mesipov. I believe that is true. 

The Cuarrman. As [ remember, the figure mentioned in that letter 
was 75 percent. 

Mr. Mestsov. I think 

Mr. Waker. Seventy-five percent of the 20 remaining. 

Mr. Mesisov. Which would make it 15 percent. 

The Cuarrman. Eighty percent was paid when loaded on ship and 
the other 20 percent was to be paid after it landed here and was 
graded ¢ 

Mr. Wacker. That is right. 

The Cuarrman. The 75 percent referred to was the 75 percent of 
the 20 percent. 

Mr. Waker. That is right. There was no confidential or advance 
information. It might have been irregular for me to send a copy of 
it, but I did it not thinking it was irregular, merely as a matter of in- 
formation as to what happened and what we were doing, that we were 
doing the best we could under the circumstances. 

The Cuarrman. At the time, why should Mr. Mansour communi- 
eate with you direct rather than with the Commodity Credit ? 

Mr. Waker. I was designated as the purchasing agent for the 
Commodity Credit Corporation and it was quite proper for him to 
address it to me. 

The Cuairman. Did the letter of transmittal remain in your official 
file ? 

Mr. Waker. That is right. 

The CuarrMan. You didn’t try to hide that? 

Mr. Warxer. No, sir. I delivered it to Mr. Mesibov. 

Senator Ture. Mr. Chairman, might I ask Mr. Walker this ques- 
tion: How much would be the cost of one of these cablegrams to Mr. 
Mansour in Egypt? 

Mr. Wanker. Depending upon the number of words, they would 
run from $2 to $4 and $5. 

Senator Tryer. Wouldn’t you imagine that it would seem unusual 
to us as members of the committee that you would receive such 
messages at your home and that you would make reply at your own 
expense from your home rather than have your private secretary 
transact that in your office where your files were naturally expected 
to be? 

Mr. Warxer. Senator, I would like to clarify that by saying that 
those were not official communications. ‘They were information such 
as I stated to Mr. Mansour, that information that he was asking for, 
which was not confidential information but just regular information. 
He was to reimburse me for the cost of the cablegrams that he sent. 

Senator Aiken. Mr. Walker, why was not this information trans- 
mitted to Mr. Mansour’s official representative in this country, who 
I understand was Mr. Cullum or Mr. Ramsbottom or both, rather than 
being transmitted direct from you to Mr. Mansour and from him 
back to you? I was wondering what he had one or two representa- 
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tives in this country for if he wasn’t going to do business through 
them. 

Mr. Waker. There was quite a period of time that, so far as I 
know, they practically had no official representative here. 

Senator Arken. They had two, didn’t they? 

Mr. Waker. Sometimes he had two at once and other times—I 
do not know—I do not know whether Mr. Mesibov knows that any- 
body was representing Mr. Mansour officially from August to 
December. 

Senator Arxen. Did Mr. Cullum finish his contract with them in 
August ? 

Mr. Wa xer. So far as I know, there was never any action taken 
on Mr. Cullum’s part for Hurie. 

Senator Arxen. Then why did you feel called upon to get them an 
American representative, as has been testified to? You asked Mr. 
Cullum if he would like to be their representative, perhaps you could 
arrange to have him meet Mr. Mansour. I was wondering how you 
happened to do that. 

Mr. Wacker. My only object in that was that I knew Mr. Cullum 
and knew Mr. Mansour and Mr. Mansour wanted somebody to repre- 
sent him and Mr. Cullum was looking for somebody to represent 
on barter deals. 

Senator Arken. You didn’t think that Mr. Mansour or his repre- 
sentative in Egypt communicating directly with you or Mrs. Walker 
rather than going through their American representative was unusual, 
did you? 

Mr. Wacker. Well, in November, so far as I know, Mr. Cullum was 
not in any way representing Mr. Mansour. 

Senator ArkeNn. Do you know whether he had a contract with him 
or not? 

Mr. Watxer. I understand that he did have a contract for the 
barter deals, not for the purchase. That is a matter 

Senator Arken. Did Mr. Ramsbottom still have a contract with 
him that you know of? 

Mr. Wacker. I don’t think so. I am not familiar with those 
details. 

Senator Arken. You don’t know for the December orders whether 
they paid a commission to anyone or not? 

Mr. Waker. I would assume that they did pay a commission to 
Mr. Caffey Robertson in December. 

Senator Arken. Caffey Robertson, of Memphis. That is the two- 
fifths of 1 cent. That is something like $3 or $4 a bale commission ? 

Mr. Waker. Yes, sir. 

Senator Kem. You have heard the interpretation that Mesibov 
put on those various cables. Are those various interpretations correct ? 

Mr. Watxer. I know nothing of the interpretation on the messages 
sent from Mr. Mansour to his company or from his company to him. 
I would say he was incorrect in his interpretation of the message I 
sent from Florida, or instructed my wife to send. 

Senator Kem. Would you give me the correct interpretation of the 
message ? 

Mr. Waker. Yes, sir, I would. 

The CuarrmMan,. Will you first state what the message was. 
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Mr. WALKER. It was to the effect that the Florida situation was 
unchanged. I believe Mr. Mesibov’s interpretation of that, that that 
definitely related to the buying of cotton, is incorrect. And Mr. 
Mesibov stated here, Mr. Mansour had talked to me in some detail 
about buying some land in Florida or in Oklahoma, particularly in 
Florida, as a nest egg for the education of his children.. He hopes 
to send them to American schools. Also as a protection. 

I told Mr. Mansour about the land down there that I had bought 
and about a tract that was adjoining that I thought it might be 
possible to buy. It was in line for city development and I thought 
it would definitely increase very rapidly in price. 

Mr. Mansour was very much interested in it and asked me if I 
could get it, the 10 acres for $20,000 or less, to advise him, and he 
would send the money over and purchase it, to speculate or as an 
investment, without seeing it. 

I would like to say to the committee, maybe that seemed strange, 
that a man would invest without seeing the land, but I have done 
the same thing for other friends with whom I had no business dealings 
whatever. I have bought some land in Florida for a very good friend 
of mine, that all of you people would know if I mentioned his name, 
who hasn’t seen it to this day because he said he was willing to risk 
my judgment on that. Mr. Mansour was in the same way. 

In this message I sent to Mr. Mansour while I was down there, I 
was saying that the man who wanted to sell it wouldn’t sell it unless 
he made certain reservations on it for his own use. 

The Cuarmman. As I recall, there were two messages sent to your 
home. There was one asking for something and there was no answer 
to that particular message. 

Mr. Mestrov. That is right. 

The Cuatrman. The answer was given after the second message. 

Senator Kem. Why don’t we have the messages read and the inter- 
pretation given ? 

The Carman. Suppose you read the messages and have him inter- 
pret it. I am referring to all the messages that he himself sent 
or that he received. 

Senator Ture. Mr Chairman, could we get this information. How 
many telegrams went directly from the home of Mr. Walker and 
how many were received directly at the home of Mr. Walker from 
Mr. Mansour on the cotton question ¢ 

Mr. Mestnov. I don’t have a tabulation. 

Senator Ture. You do not? 

Mr. Mestnov. There were a whole series of messages, some of which 
were at the beginning of 1951, some at the end of 1951. They merely 
asked for production figures or quantities of Egyptian cotton. 

Senator Ture. They were directed to his home address? 

Mr. Mesinov. That is correct. 

Senator Ture. And the cablegrams were sent from from his home 
address ¢ 

Mr. Mestnov. That is correct. 

Senator Truyr. They were not transactions through his office in the 
Commodity Credit? 

Mr. Mestnov. That is right. 

Mr. Waker. They could not be charged as official messages. 
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The Cuareman. This was information that was published by the 
Department, as I remember. 

Mr. Mesirov. There is one such message in here and there were 
others in addition to that, that I haven’t mentioned, that we had gotten 
from time to time. In other words, it followed this regular course 
of correspohdence and communications back and forth between them. 

The Cuairnman. That had nothing to do— 

Mr. Mestsov. With the particular situation or at a given time. 

The Cuamman. Will you read the telegrams, so that Mr. Walker 
can give us an interpretation of them, as Senator Kem suggested? 

Mr. Mesinov. This is a message that is dated November 6. It is 
sent by Loutfy to Walker at 4010 Warren Street, Washington, D. C. 
It says: 

Please cable if leaving for Florida around 15th as well as if there is any 
change of policy. 

Mr. Waker. Senator, my interpretation of that message is this: 
Mr. Mansour had asked repeatedly since he had been over here about 
the possibilities of reimposing export controls on American cotton 
after they had been lifted once back in Lugust when the reports were 
high and, as the reports began to decline, they talked about that. 
So far as I know, that was the only policy that was established at 
that time. There was no policy established at that time in regard to 
the purchasing of cotton. I; regard to when [ was gong to Florida, 
I had advised him by letter that I planned to go to Florida about the 
middle of November. 

Senator Munpr. There is a second message. 

Senator Kem. Why was he so interested in your whereabouts, 
whether you would be in Washington or Florida? 

Mr. Waker. So far as I know, his only meaning here was to know 
if I was going to Florida and what the possibilities were about the 
purchase of the land. 

The Cuatrman. You had written him previously that you planned 
to goto Florida? 

Mr. Warker. That I planned to go to Florida. While he was here 
in August, I told him I hoped to go to Florida again the middle of 
November. 

Senator Kem. Is that the only reason he would be interested in 
your whereabouts ? 

Mr. Wacker. So far as I know; yes, sir. 

Senator Arken. Why do you suppose Mr. M: ansour sent you cable- 
grams that you had to interpret? If it only cost $2 to $4 a cablegram, 
why didn’t he sent you a cablegram that said what he meant and 
save you all the interpretation? Certainly his competitors would 
not be interested in whether you were going to Florida or not. 

Mr. Warxer. I don’t know that they would be. I would say very 
few messages I ever received from Mr. Mansour were fairly clear 
as to what he did mean. 

The Cuarmman. I wonder if we could get a clear understanding of 
where those two messages enter into the picture. As I remember, 
that message was not answered immediately. A second one was sent. 

Mr. Mestwov. The next day. This is to Walker, 4010 Warren 
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Street, Washington, D. C., and it is signed by Loutfy Mansour. The 
message Says: 

Please cable immediate answer my previous cables. 

Mr. Wacker. I don’t remember cables. 

The CHarrRMAN. Just that one? 

Mr. Waker. That is right. 

The CHArMAN. What was his answer to those two? 

Mr. Mestwov. Then there is this telephone call between Mrs. Walker 
and Mr. Walker within a few minutes after this second message. 

The Cuarrman. Tell us about that telephone conversation, if you 
can recall it. 

Mr. Waker. The telephone conversation, the telephone call, was 
placed even before this message. They tried to get in touch with 
me and when I returned from fishing, they told me they had been 
trying to get me all afternoon and I answered at that time. 

The telephone conversation was probably for the purpose of find- 
ing out from my wife whether she wanted a left-hand ice box or a 
right-hand. Some of those things I was buying for a home. Also 
as to the bathtubs that I was buying at that time and storing in order 
to have when I went down, Senator. 

I had talked to her, I think the records will show—maybe Mr. 
Mesibov. if you have them there—several times before. ‘There were 
ealls before that and there were calls after that. 

Mr. Mesirov. I would like to clarify that. On November 7. that 
is the day that this message was sent, which we are talking about, 
the message was received in Washington at approximately 4:30. 
The telephone company records show that the call was only placed 
for the first time at about 4:55 or 4:57 and completed immediately. 
There were other calls within a day or two of that time where the 
call was placed earlier in the day and Mr. Walker wasn’t reached 
until 6, 7 o’clock in the evening, but on this particular day the call 
went out at about 4:35. Then this answer was telephoned to the 
cable people by Mrs. Walker at 4:57. 

The Cuamman. Did you indicate to Mrs. Walker what the answer 
to those two cable should be? 

Mr. Waker. I did. 

The CuHarrman. What did you tell her? 

Mr. Wacker. Just what is here in this message. 

The Cuarrman. Will you read the answer, please? 

Mr. Mestmoy. This answer goes to Rehurie, Alexandria, Egypt. It 
is dated November 7, 1951, at 4:57 p. m., and it is signed “Eula.” 
[ Reading :] 

Your cables received Florida situation unchanged Walker cable you 11th. 


Mr. Wacker. But I didn’t cable him on the 11th. As to this Florida 
situation unchanged, this tract of land that he was very anxious to 
buy was still not for sale without the owner reserving the front lots 
of that. 

The Cuatrman. Was that his signature, Walker what? 

Mr. Mesteov (reading) : “Walker cable you 11th.” 

Mr. Correr. This was on what date? 

Mr. Mesiznov. November 7. 








1284 STORAGE AND PROCESSING ACTIVITIES OF CCC 





Mr. Correr. What year? 

Mr. Mesisov. November 7, 1951. 

Mr. Correr. When was the conference with the high officials in CCC 
held to start the December purchases ¢ 

Mr. Mesisov. All the mechanics—— 

Mr. Correr. Was it November 15 or 16? 

Mr. Mestnov. The program actually got under way in the latter 
part of October with conferences between the different departments. 

Mr. Correr. But it was only finalized November 15 or 16. 

Mr. Mestmov. That is right. 

Me. Correr. Mr. Bell, when did you first learn that there was going 
to be another procurement ¢ 

Mr. Bex. The first positive indication was when the Board passed 
the docket authorizing CCC to make the purchases for the Muni- 
tions Board and that, 1 believe was November 16. 

Mr. Correr. Was that the first indication you had had? 

Mr. Betx. That was the first indication I had. 

Mr. Correr. You were practically operating the program, you had 
the responsibility of running it? 

Mr. Bex. I would say that was essentially right, sir. 

Mr. Correr. When did the records show that Mr. Mansour arrived 
in this country, Mr. Mesibov ? 

Mr. Mestwov. I think about November 13. 

Mr. Correr. And this wire from Eula says that Mr. Walker will 
cable Mr. Mansour on the 11th. 

Mr. Mestzov, On the 11th. 

Mr. Wacker. That was the date I was to return home. 

Mr. Mesisov. The Department records show that the proposed 
docket which was acted upon November 14 or 16, in through there, 
was actually prepared under the date of October 30 or 31, 1951, by 
Mr. Walker. It bears his signature. He was submitting it to the 
Department. 

Mr. Wacker. No official action was taken and nothing was settled 
until the 16th of November. That is the correct date. 

The Cuarrman. Mr. Walker, you state under oath that when you 
stated, “Your cables received Florida situation unchanged,” that had 
reference only to this intended purchase of Florida land by Mr. 
Mansour? 

Mr. Waker. Yes, sir. 

The CHarrMan. Are you positive of that? 

Mr.,Wavxer. Yes, sir. That was my full intention, sir, and the 
only thing I intended. 

The Cuatmrman. I just wanted to know. 

And “Walker cable you 11th” had no other meaning than that you 
intended to cable him on the 11th? Did you cable him on the 11th? 

Mr. Waker. No, sir; I did not. 

Senator Kem. What were you going to cable him on the 11th about? 

Mr. Waker. I was staying in Florida for a day or two after that. 
If there was any change—— 

The Cuarrman. Any change in the Florida land situation ? 

Mr. Wacker. That 1s right. 
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The Cuarman. Was the Florida land market varying from day 
to day ¢ 

Mr. Waxxer. Not in particular. It was a tract of land that the 
owner wasn’t willing to sell and yet he was talking about it all the 
time, but he also w anted to make reservations. 

Senator Kem. Were his intentions with reference to this tract 
of land fluctuating from time to time? 

Mr. Watxer. No, sir. He said if it was for sale for $20,000 or less, 
to advise him. 

Senator Kem. What made you think he might change his mind 
by the llth? 

Mr. Waker. I didn’t think Mr. Mansour would, but the owner. 

Senator Kem. You thought the owner might change his mind by 
the 11th? 

Mr. Waker. No, Senator; the 11th was the day I was due to arrive 
back home. 

The Cuarrman. Mr.Walker, how do you account for Mr. Mansour 
and his firm using the same language almost ¢ 

Mr. Waker. I do not know. I was dumbfounded, Senator, when 
I saw that language. 

The Cuarman. You are positive, so far as you know, that there 
was no significance to that or you knew nothing about it / 

Mr. Waker. I knew nothing about any code messages between 
them. I had never seen but two messages from Mr. Mansour to his 
company ; one he showed me when his brother was killed in an aircraft 
wreck, one of sympathy, and one other message when he sold some 
cotton and they had wired him not to and he didn’t get the telegram. 

The CuHamrMan. You would agree, I am sure, that it seemed strange 
that Mr. Mansour and his firm used a code later that sounded like the 
cable you sent. 

Mr. Waker. Yes, I was greatly dumbfounded when Mr. Mesibov 
read me those messages. 

Mr. Correr. Doesn’t one of those cables use a name similar to the 
first name of your wife? 

Mr. Waker. It does include the first name of my wife. 

Mr. Correr. Whie h could be only use “<l as a code. 

Mr. Warker. As to why my wife’s name would be used as a code 
message, I wouldn’t be able to understand. 

The CrairMAn. As I recall, the committee asked you yesterday to 
furnish it with certain newspaper accounts that you referred to, 
showing the Government was in the market to buy so many hundreds 
of thousands of bales of cotton. Do you have that available? 

Mr. WaALKer. Yes. 

The Cuarrman. Will you tell us first in what paper it appeared ? 

Mr. Waker. This was in the Daily News Record. 

The Cuarrman. The date? 

Mr. Waker. January 9, 1951. We didn’t start to purchase cotton 
until February 14, Senator, but it goes ahead to state the 750,000 bales. 

The CHatrman. How long is that ? ; 

Mr. Watxer. It is a little bit lengthy. 

The CHarrman. Will you read from it that part which you deem 
pertinent ? 
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Mr. Wacker. Mr. Bell, would you read it? 

Mr. Bex. The title is: “Munitions Board Unit Views mee wd 
of Long Staple.” This is by Paul Theis, and it is date-lined, Wash- 
ington, January 9.” It reads as follows: 

The Munitions Board’s interdepartmental stockpiling committee today dis- 
cussed a recommendation from industry that the Board stockpile 750,000 bales 
of long-staple cotton over the next 5 years for the defense effort, it was learned 

day. 

‘ Final action on the stockpiling recommendation, however, was put off until 
the committee meets again next Tuesday, it was learned. If the proposal 
is approved by the committee—and it is expected that it will be—final recom- 
mendations will be presented to the Munitions Board at its regular meeting 
January 18. 

The exact amount of the stockpiling program is not known, but the committee 
is considering industry’s proposal for 7%),000 bales. This amount would be 
built up over 5 years—the Munitions Board’s base stockpiling period. 

I believe, Senator, that is the pertinent portion. 

The Cuatrman. Do you know how that information got to Mr. 
Theis? 

Mr. Wavker. No, sir. 

The Cuamman. What effect, if any, did that information have on 
the cotton prices, do you know ? 

Mr. Wacker. As I remember, it had quite a decided effect on it. I 
would have to look at the record to be sure. 

The Cuarrman. We asked you to furnish those records. Will you 
be able to give them to us? 

Mr. WaLker. Well, it will take some time to do that. 

The Cuarrman. As I remember, we asked you to give us the effect 
it had from the time these newspaper stories appeared until shortly 
after the purchases were entered into by the Government with these 
various dealers in Egyptian cotton. 

What is that other one? 

Mr. Bett. If I might comment on the supplying of that information, 
we can get it but it 1s going to necessitate our going to the Egyptian 
Alexandrian market and getting some price statistics. 

The Cuarrman. I thought you got them daily here. Mr. Walker 
so testified. 

Mr. Beit. We do not get the market statistics on the premiums and 
discounts for the different qualities. We only get the base quality 
which over there is called “good,” and then if you want the price 
differentials for other qualities, you have to go back and get it as a 
special request. 

( Discussion off the record.) 

Senator Arken. The price did not rise precipitously immediately 
after this January 9 announcement. Wasn’t it later in the month 
that it began to increase and early February that it began to increase 
very rapidly ? 

Mr. Bevx. I would have to rely on the record. 

Senator Arken. I think that is the information that we would like, 
and that is what I referred to yesterday. 

The Cuarrman. Whatever information you have on the subject, I 
wish you would submit it for the record. 

Allright. What is the date of this one? 

Mr. Bex. This is dated Washington, January 17. I don’t believe 
the name of the paper shows here on this photostat. I see it carries 
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some New York advertisements. The title is “Committee to Advise 
Munitions Board to Stockpile Long Staple.” It reads as follows: 


The stockpiling of long-staple cotton for defense needs will be recommended 
to the Munitions Board Thursday by the interdepartmental stockpiling committee, 
it was learned here. 

The amount of the stockpile was said to be 750,000 bales to be built up over a 
5-year period—the Munitions Board’s base stockpiling period. This amount was 
recommended to the committee by the cotton industry, it was learned. 

The committee considered industry’s stockpiling recommendations last week, 
as reported by Fairchild News Service, but decided to postpone action on the 
proposal, pending further consideration. 

The stockpiling of long-staple cotton, if approved by the Munitions Board, 
is expected to begin as soon as possible, it was said, probably averaging about 
150,000 bales a year until the entire 750,000 bales are built up. 

Most of this supply will come from Egypt, it is understood, with smaller 
amounts coming from Peru. 

The Cuarrman. Here is another publication wherein Paul Theis, 
under date of January 24, wrote virtually the same'story, and I will 
ask that it be printed in the record at this point. 

(The document referred to follows:) 


Exnisit 56 


{From the Daily News Record, January 25, 1951] 


To WeiIcH SToOcKPILE oF LONG-STAPLE CoTTON ONCE AGAIN 
(By Paul Theis) 


WASHINGTON, January 24.—A recommendation that the Munitions Board stock- 
pile long-staple cotton has been sent back to the Board's interdepartmental stock- 
piling committee for further consideration following a disagreement over the 
amount to be stockpiled, it was learned here today. 

The proposal, which was turned over to the Munitions Board last week by its 
stockpiling committee, was said to call for the stockpiling of 750,000 bales of long- 
staple cotton over a 5-year period. 

The Board disagreed over the amout of the cotton to be stockpiled, it was 
learned, with some members feeling it was too little and others too much. 

The stockpiling committee, composed of representatives of various Government 
departments, will now reconsider the 750,000-bale proposal, it was said, with 
indications that it will be revised before being sent back to the Munitions Board. 

The stockpiling program, if approved by the Board, will begin as soon as pos- 
sible, it was learned. 

Senator Munpr. Will you get the impact of the price of this news 
story, too‘ 

The Cuarman. Yes, sir. It will show it, Senator, from January 
7 on. That is the information he is to furnish us with. 

Senator Arken. Mr. Chairman, I think this is rather peculiar. I 
have been handed a photostatic page and I find the reference to the 
purchase of long-staple cotton is listed under “Amusements.” 

Senator Ture. I was not present yesterday at the time the witness 
testified. Did the witness give any information as to why the De- 
partment announced the amount of cotton they were going to purchase 
and the approximate time they commenced purchasing ? 

The Cuamman. Nobody announced it. As I said yesterday, some 
of these newspaper boys are very sharp and they corkscrew a lot 
out of us sometimes, and it is possible that it was obtained in that 
manner. 

Mr. Walker, as I remember, testified that it wasn’t given out to his 
knowledge by him or by any of the Department officials . 
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Senator Taye. It was highly irregular that the information was 
given out as to what they were going to do. 

The Cuarrman. I don’t know how it was obtained. If it was ob- 
tained from any official, it was irregular. But, as I have stated, a 
lot of information leaks out, as you know, because of the fact that 
some of these boys are pretty able at it, and they manage to obtain 
information. 

(Discussion off the record.) 

The Cuarrman. I am not finding fault with it. I am just com- 
menting on it in the light of what Mr. Walker told us yesterday, that 
is, that the Department, to his knowledge, never gave such information 


out. 

Mr. Waker. It was before we had the knowledge. It couldn’t 
come from the Department. These start January 9, when the docket 
of this purchase—— 

Senator Ture. January 9, what year? 

Mr. Waker. 1951. The docket’ was not approved until February 
2. It was almost a month before the docket was approved by the 
Munitions Board, and I have no knowledge of any intercommunica- 
tions—Mr. Mesibov—before that time. If so, I don’t think they would 


go back to the 9th. 

The Carman. Here is another clipping dated February 1 by the 
staff correspondent of whatever paper this is. It doesn’t give the 
name of the paper. The same information appears. I ask that it be 
incorporated in the record at this point. 

(The document referred to follows:) 


Exurair 57—-A 
Munitions Boarp O. K.'’s LoNG-STaAPLe STOCKPILING 


WASHINGTON, February 1.—Extra long-staple cotton has been added to the 
list of critical materials stockpiled by the Munitions Board, that agency said 
today, in filing with Congress its semiannual report on its activities for the 
period ended December 31, 1950. 

This is one of a number of textile fibers and related items which have been 
added to the critical materials list during the past 6 months. Others include 
wool, silk, waterfowl feathers and down, and hog bristles. 

As noted, discussions have been going on between the Munitions Board and its 
interdepartmental stockpiling committee as to the size of the long-staple-cotton 
stockpile objective. The committee first recommended 750,000 bales, but the 
Board returned this recommendation to the committee which has now revised 
its objective to 625,000 bales over a 5-year period. 

Commenting on its activities in the stockpiling of silk, the Board pointed out 
there was still no entirely acceptable substitute for silk in powder bags. Al- 
though cotton bags can serve in applications having moderate performance re- 
quirements, some silk is required for high performance packing. 


SUBSTITUTE SOUGHT 


As a concomitant of the silk stockpiling program the research and develop- 
ment branch of the Department of Defense is currently conducting an investiga- 
tion of rayon, nylon, orlon, acrylic fiber, ramie, wool, treated fibers, and other 
new fibrous materials as a substitute for silk, the Munitions Board said. 

Following these fiber studies, various types of fabrics are to be woven and 
tested under normal and accelerated conditions. As this work progresses the 
eurrent silk stockpiling objective will be reviewed and altered to the extent that 
acceptable substitutes are developed, the report stated. 

Studies also are in progress, the Munitions Board said, on the problems in- 
volved in the storage of silk and other combustible soft goods, including wool, 
cotton, feathers, and down, etc. New fire security standards for these and other 
combustible materials in the stockpile are being formulated. 
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On December 31, 1950, the value of the materials in the stockpile was $2,718,- 
000,000, the Board said, and the stockpile objective $8,889,500,000. The objective 
was slightly more than one-quarter attained, therefore. 

Expenditures for the stockpile in the last half of 1950 amounted to $430 million 
compared with $401 million in the first half of the year. 

Mr. Wavxer. This is a report that it had been revised downward, 

The Cuarman. Here is one of the New York Times, Thursday, 
February 1, date line “Washington, January 31,” in which it appears 
that the stockpiling plan on long staple is revised downward, total 
changed from 750,000 bales in 5-year period to 625,000 bales, and I 
ask that that be placed in the record at this point. 

(The document referred to follows :) 


Exurisitr 57—-B 
{From the New York Times of February 1, 1051] 


STOCKPILING PLAN ON LONG STAPLE IS REVISED DOWNWARD rOTAL CHANGED FROM 
750,000 BALES IN 5-YEAR PERIOD TO 625,000 BALES 
(By staff correspondent ) 

WASHINGTON, January 31.—A recommendation to stockpile long-staple cotton, 
kicked back and forth between the Munitions Board and its interdepartmental 
stockpiling committee, is on its way back to the Board today with slight revisions 

The stockpiling committee had recommended originally that the Board build 
up a 750,000-bale stockpile over a 5-year period. This proposal was sent back to 
the committee for further consideration when Board members disagreed over the 
amount to be stockpiled. 

The committee’s latest recommendation, it was learned, calls for the stockpiling 
of about 625,000 bales of long-staple cotton over a 5-year period, or about 125,000 
bales per year. 

In other action, the committee recommended that the Board add hog bristles 
to the list of materials to be stockpiled for defense needs and revise its stockpile 
objectives on kyanite and sisal. 

The stockpiling of hog bristies, expected to start shortly, will vitally affect the 
manufacture of brushes with long bristles, it was said. These brushes are widely 
used in the textile, paint, and varnish industries. 

The job of stockpiling hog bristles, it was explained, will be simplified because 
of a National Production Authority order, M-18, which requires all persons 
possessing stocks of bristles to report the types and amounts of such stock each 
month. 

Senator Munpr. In his testimony Mr. Bell said that they would 
have to go back to Egypt to get some of the facts and figures showing 
the impact on the Egyptian market of these abortive news releases. 
I cannot reconcile that with your statement that Mr. Mansour before 
he went out and dictated his bid to your secretary, as you said, came 
in to see you. The chairman asked you what you talked about and 
you said that he came to see you about the price of Egyptian cotton 
in the market over there and you got it every day. 

Mr. Wavker. Mr. Bell has reference to the 10-spot market. The 
market quotations we are getting daily are the future months. At the 
time this was going on, of course, January was an active month, 
so they were basing their prices on January quotations, which is all 
that we received here. But there is a slight variation between the 
future months and the spot markets, as you can determine by our 
own markets here. That is what Mr. Bell was saying, to get the spot 
markets we would have to go Egypt. 

Senator Munpr. Didn’t some of the cablegrams that Mr. Mesibov 
read ask the Egyptian office to supply their American representatives 
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here with Egyptian market quotations? I believe some of their inter- 
office cablegrams asked for that information. 

Mr. Mestsov. Yes, sir. There were references to getting quotes on 
pric es of certain types. 

Senator Munpr. If all he had to do was to go to your office to get 
them, I don’t see why he was cabling his office. 

Mr. Wacker. That is why I have just explained. In my office we 
have the January quotations. I think what he had reference to here— 
I am not sure—was the prevailing spot market over there that day 
or the prices that they could furnish cotton for. There is quote a wide 
variatlon—— 

Senator Munpr. Does your office get the Egyptian spot-market 
prices, or does it not ¢ 

Mr. Waker. No, we get the future markets? 

The Cuarrman. Are there any further questions? 

Senator Munpr. Yes, I would like to ask a question: This is a pretty 
disturbing situation in which the same code for some reason or other 
was used in the communication between your wife at your direction 
and Mr. Mansour, and is also found in the communications taking 
place between the various parts of this Egyptian concern, some here 
and some there. It is a very disturbing situation which we will have 
to try to run down and determine the whole truth. I then want to ask 
you this question: Dou you feel a Government official in your highly 
responsible position, where very obviously if you have a mind to do 
so, you could almost by the scratch of a pen, in the kind of competitive 
bidding which is going on, give a very lucrative award to A, B, C, 

- D, in a certain situation—do you feel such an official ean develop 
a pee enough puritan conscience to be completely objective at : 
time when virtually you are acting in one capacity, wearing one hat, 
as an agent to Mr. Mansour and another as a Government official 
because you said he was authorized to cable you at your home and 
you would then cable him what information he wanted, not con- 
fidential, but public information or Government information. You 
would pay for it and he would in turn ultimately reimburse you. 
To that extent at least you were a representative of his firm while 
holding this highly important position. 

You were also associated with him as a real-estate agent in trying 
to find for him a lucrative investment for his money in Florida which 
did not materialize. But it seems to me it is pretty difficult for a man 
to be completely objective who finds himself so closely identified with 
one of what in my opinion should be competitive bidders, with one 
of the bidders in a negotiated contract. I cannot say it cannot hap- 
pen, but it certainly isa strain on a man’s conscience. 

Mr. Waker. I can only say, Senator, that I have to agree with 
you, and I realize, after the situation has developed as it has, that 
some of the things I have done have been improper and unthought 
of because I had known Mr. Mansour before, and we had worked 
together. As I stated yesterday—and I do not want to say the ex- 
change of gifts, because there has been no exchange of gifts, it was 
the exchange of property, one for the other. While this started 
while he was still with the Government, it wasn’t completed until it 
was after. I will frankly admit yes to some of the things that I 
shouldn’t have engaged in. I want to say I have furnished Mr. 
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Mansour no confidential information. I have been more closely 
associated with him. 

Mr. Mansour when he came over in January last year was aware 
of these press releases. He was aware of the fact that a purchase 
program was probably coming in December of this year. What 
date was it that we made the announcement? We announced on 
October 12 the types that were being examined. We sent out a press 
release and a letter to all the sellers on October 12. 

Mr. Correr. About what, Mr. Walker? 

Mr. Waker. Stating that any future purchases would be made 
against approved types, tested in the laboratory. ; 

Mr. Correr. Yes, but Mr. Bell has testified that he didn’t know this 
procurement was coming up in December until November 16. 

Mr. Waker. That is right. Nobody knew it. 

Mr. Correr. You knew it? 

Mr. Waker. No, I didn’t know it was coming up. 

Mr. Correr. You prepared the memorandum on which the Board 
met and passed on ? 

Mr. Waker. Not on October 12. 

Mr. Correr. No, but you prepared it on October 30. 

Mr. Wacker. That is right. 

Mr. Correr. I am saying that Mr. Bell didn’t know it until Novem- 
ber 16; therefore, there couldn’t be any prior press releases with re- 
spect to that, yet Mr. Mansour was over there and cabled some time 
between your wife’s cable to him of the 7th when she said you would 
cable him on the 11th, and the 15th and the 16th, when this meeting 
took place. 

Mr. Waker. What I was saying here, Mr. Cotter, was the fact 
that we did have a press release and we had letters to all the sellers 
on October 12 announcing the future purchases, if and when they 
were made, what they would have to do in order to have their cotton 
eligible. 

‘The Cuarrman. In connection with this testimony, I will ask that 
there be placed in the record a copy of that release, dated October 12, 
1951, signed by you; is that correct? Is that the right press release ¢ 

Mr. Waker. That is right. 

(The document referred to follows:) 


Exursir No. 58 


DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Corton BRANCH, 
Washington 25, D. C., October 12, 1951. 
To Sellers of Foreign Extra Long Staple Cotton: 

Early in 1951 this Department made certain purchases of foreign extra long 
staple cotton. These purchases were made against types previously submitted 
to the Cotton Branch. Upon receipt of the cotton at port of entry, the cotton 
was sampled and the samples compared with the types against which the 
purchases were made. 

It is contemplated that any cotton purchased or bartered for in the future 
by the Department of Agriculture wili be acquired only against types pre 
viously submitted to the Cotton Branch for this purpose and which have been 
tested and determined by the Branch to meet all the stockpile requirements. 
The Branch will make the required tests for a fee of $9 per type and inform the 
firm submitting the types of the results. The Branch now has on hand samples 
of certain types previously submitted by you. We shall be glad to make tests 
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of the types now on hand upon your request, or if you desire, you may submit 
new or additional types to be tested. Types we now have on hand will be 
disposed of at the end of 60 days unless we receive a request from you that 
these types be tested or returned to you at your expense. Types submitted 
should be addressed to Mr. C. D. Walker, Director, Cotton Branch, Production 
and Marketing Administration, Agriculture Annex, Washington 25, D. C., and 
should be accompanied by letter which gives your evaluation of the quality of 
each type in terms of the foreign grade designations. Upon completion of the 
tests, the results will be reported to the applicant, along with the bill for the 
service testing. Payments should not be made when the samples are submitted 
but when the bill is received. 

At this season of the year there is a considerable workload on the laboratories 
and some delay in testing may be unavoidable. Requests for testing will be 
given priority in the order in which they are received, and applicants are urged 
to submit their requests promptly in order to prevent undue delay in obtaining 
the test results. 

Cc. D. WaALKeEr, Director. 


DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, October 12, 1951. 
Foreign cotton will be acquired only against tested types 

Any foreign extra long staple cotton which may in the future be purchased 
or bartered for by the United States Department of Agriculture will be acquired 
only against types previously submitted for testing, the Department announced 
today. 

Any types submitted for testing should be addressed to the Director, Cotton 
Branch, Production and Marketing Administration, Agriculture Annex, Wash 
ington 25, D. C., and they should be accompanied by letter giving the seller’s 
evaluation of the quality of each type in terms of foreign grade designatians. 
The Branch will make the required tests for an established fee. Upon com 
pletion of the tests, the results will be reported to the applicant along with 
a bill for service testing. 

The Branch now has on hand samples of cotton types previously submitted. 
Tests will be made on these types upon request of the seller or, if he desires, 
new or additional types may be submitted for testing. The seller would then 
be prepared to meet the testing requirement on future sales offers. Types now 
on hand will be disposed of at the end of 60 days unless requests are received 
that the types be tested. 

The Cuarrman. Is that what you sent out to all dealers in Egyptian 
cotton ¢ 

Mr. Waker. Everybody who made us offers back in February 
was mailed one of these. In addition, a press release of the same 
nature went out. 

The CuHatrrmMan. The purpose of it was to inform them that in any 
future purchase of cotton it would have to conform to certain rules 
and regulations? 

Mr. Waker. That is correct. 

Senator Kem. Would you give us for the record the name of the 
owner of the land adjoining yours with whom you negotiated ? 

Mr. Waker. Mr. Redhead. 

Senator Kem. What is his address? 

Mr. Wacker. I am sorry, sir, but I was dealing through an agent 
at Homestead, Ben Morris at Homestead, Fla. 

Mr. Redhead lives in Kentucky, but I do not have his address. 
I wasn’t dealing with him. I was dealing through the agent. 

Senator Kem. Would you point out in the cablegrams that went 
from the representative of Mansour in the United States to Mr. Man- 
sour where the word “Florida” appears ¢ 

Mr. Waker. Mr. Mesibov has that. 
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I would like to say that certainly nobody could be more surprised 
over something than I was when I found from Mr. Mesibov, from 
these copies here, that he had used, what I had used in this other, 
senator. 

Mr. Mestsov. Here is a message that mentions “Florida” that I 
skipped over before because I had this piece of yellow paper over it 
and I didn’t know it was underneath. It is directly in point. It is 
dated November 18, 1951, which was a Sunday. This board action 
of CCC was on Friday. Monday morning, the 19th, was the time 
when the attempted negotiated sale was offered. This is a message 
from Samaih, who is identified on the telegraph records as 8. L. Man- 
sour, Shoreham Hotel, room 106 F. 

The message is sent to Claude Michaca. It says: 

Harry will not open meeting officially, preferring going Florida quietly. 


Our interpretation on that was: Walker will not begin buying 
cotton in the open market, preferring a negotiated purchase of cotton. 

Then you had your timing with that attempt the next morning. 
That is the first message that mentions “Florida” between them. 

Mr. Correr. Do you have any explanation for that? 

Mr. WALKER. No. 

Senator Arken. What do you think, Mr. Walker? 

Mr. Wacker. Nobody was as dumfounded as I was over this 
situation. 

The CuarrMan. Where could he obtain the information since it 
jibes so much with what happened afterward ¢ 

Mr. Waker. I don’t know. That is what I was dumfounded about. 

Senator ArkeNn. Did you talk to him over the telephone in any 
way? Did you use any other method of communication than what 
has been presented to this committee ? 

Mr. Waker. Any telephone conversations that I had with him 
were just on a friendly basis and did not relate to the immediate 
purchase. I told him at all times that I didn’t know when we were 
going to purchase or how much. 

Senator Arken. From all the evidence that has been produced, it 
seems that the main contact of Mr. Mansour was none other than you. 

Mr. Waker. I would say that is probably correct. 

Senator Aiken. That is correct / 

Mr. Waker. I would agree with that. 

Senator Arken. Then for Mr. Mansour to have acted as he did and 
relied on information that he obtained and which seemed to dovetail 
with all that happened afterward, personally I can draw no other 
conclusion, Mr. Walker, than that he must have gotten it from you. 

Mr. Waker. I can understand your feeling. 

Senator Kem. Where else does the word “Florida” appear in the 
Mansour messages / 

Mr. Mestrov. Four days later on November 22 Michaca sent a 
message addressed to the Shoreham Hotel for Samaih Mansour: 

Following telephone conversation imperative have definite opinion concerning 
voyage to Florida and prospects for you proceeding there next week. 

I read that message before. 

Senator Kem. Give your interpretation. 

Mr. Mestrov. Our interpretation of that was: Following telephone 
conversation imperative that we have definite opinion with respect 
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to the purchase of cotton by CCC and what are the prospects for you. 
Mansour, negotiating a sale next week. 

Senator Kem. Did you travel by boat to Florida? 

Mr. Waker. No, sir. 

Senator Kem. Why did he refer to “voyage to Florida”? 

Mr. Wacker. I don’t know, sir. 

Senator Kem. You think that must be some code; don’t you? 

Mr. Wacker. Yes; I think so. 

Senator Kem. Why do we find the same words in your wife’s tele 
gram as we do in the private correspondence of the Mansour Co.? 

Mr. Waxker. That is exactly the question I would like to know, 
Senator. 

Senator Kem. You cannot enlighten us on that at all? 

Mr. Waxxer. No, sir; I cannot. 

Senator Munpr. I think maybe I misunderstood Mr. Mesibov, but 
I thought vou had told him that you had been in telephonic conversa 
tion with Mr. Mansour several times with regard to this particular 
inve stig ‘ ION. 

Mr. Wacker. That is true. 

Senator Munpr. In any of those conversations, didn’t you ask him 


about this strange identity of code language appearing in your per 
sonal cablegrams and his offici: al te ‘legr: ams ? 

Mr. Warxer. I did, but ; didn’t get any explanation. 

Senator Munpr. What did he s: ay ¢ 

Mr. Wacker. He didn’t. It was very hard to understand him on 
all of these. It is very difficult to talk over there. I was very much 
concerned about the investigation here. As Mr. Mesibov stated, he 
had called me four or five times to know if there was aything he could 
do over here: that he would be glad to appear before the committee or 
before the Secretary or with the investigators. Since he has been 
back he has merely called to knew if the situation had cleared up and 
if there was anything else he could furnish. As Mr. Mesibov stated, 
I told him I thought he should send a statement over as to when this 
cotton was purchased and show whether it was purchased after he 
got over here or before. 

Senator Munpr. Who else saw that cablegram that came from him 
originally to your home besides your wife Eula? Do you have a 
butler or maid or could he have had an agent in your house of any 
kind ? 

Mr. Waker. No, sir. As far as I know, the message was tele- 
phoned out and they talked to her on the telephone. She said that 
message isn’t for her. 

You mean the one addressed—— 

Senator Munpr. While you were in Florida. 

Mr. Waker. Iam sorry. Strike the other out. 

No; there was no one there to receive it except my wife. 

Senator Kem. As I understand, Mr. Walker, your testimony is that 
the committee is to believe that, in your opinion, the similarity in the 
language in the cablegram that Mrs. Walker sent and in the various 
cablegrams sent by the Mansour Co. interdepartmentally between its 
own people is purely a coincidence. 

Mr. Waker. So far as I know. As I say, I knew nothing and 
know nothing of any code between them until Mr. Mesibov read me 
the messages. 
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Senator Kem. You can understand how the committee is interested 
in this. 

Mr. Wacker. I certainly can. 

Senator Kem. Is there anything that you can give us that would 
aid us in solving that mystery ¢ 

Mr. Wacker. I am sorry there isn’t. I would like to know myself 
because I feel sure that 1 am more concerned about it than anyone 
else. 

Che Cuarrman. Are there any further questions ¢ 

Are there any further statements you desire to make, Mr. Walker? 

Mr. Waker. I believe not, Senator. 

The Cuatrman. Mr. Cotter, have you anything? 

Mr. Correr. Mr. Chairman, I have one question. 

I understand that you made two signed statements to Mr. Mesibov, 
in which he confronted you with certain information and you com 
mented on that. Do you have any changes which you would want 
to make in those statements / 

Mr. Warker. No; I do not have any right now. 

The Cuatrman. Have you those statements‘ Do you want to put 
them in the record ¢ 

Mr. Correr. We could always add them as an appendix. 

Mr. Mesibov, do you know whether this report you made has beer 
referred to the Department of Justice or whether it is intended that 
it be referred there? 

Mr. Mestnov. I haven't any information about that at all. 

Senator Arken. I think we have listened to some rather amazing 
testimony today, which has come about as a byproduct of our original 
nvestigation of the processing and storage programs of the Com 
modity Credit Corporation. I real 
more witnesses. I am not satisfied about this O'Donnell deal and 
several other ramifications. But, on the other hand, it is the business 
of this committee to determine, of course, Mr. Walker's qualificat ions 
for serving as one of the high officials of the Commodity Credit 
Corporation. It is not our business to convict him of any criminal 
act. That belongs to the Department of Justice. 

According to testimony presented here today, it appears that there 
is a strong presumption that he has acted unethically as head of the 
Cotton Branch, possibly illegally. I think we should refer that to 
the Department of Justice and let them determine the import of his 
actions. 

The Cnatrman. That was my intention, Senator Aiken. 

Senator Arken. I think you should do that; but, in view of the 
testimony given by the investigator for the Department of Agricul- 
ture, it also seems to me that, if the Department of Agriculture has 
confidence in their own staff of investigators, pending the outcome of 
any action by the Department of Justice, Mr. Walker should not con- 
tinue as the head of the Cotton Branch until he has been cleared by 
the agency of Government which is charged with determining whether 
his acts have been illegal or not. I do not like to say that. I do not see 
anything else to do. 

Senator Kem. Does the Senator mean that he thinks the committee 
should recommend that Mr. Walker be suspended until this matter 
is cleared up? 


1ze that we could vo on and eall 
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Senator A1keNn. It would amount to that. As I understand the 
chairman contemplates turning this over to the Department of Justice 
anyway. 

Senator Kem. As I understand it, Mr. Walker’s dealings amount 
to hundreds of thousands of dollars; is that correct? 

Mr. Waker. That is correct. 

The Cuarrman. His what? 

Senator Kem. His daily dealings are in the hundreds of thousands 
of dollars. 

The Cuatrman. He hasn’t so testified. 

Mr. Watker. I suppose you mean in the cotton purchasing? 

Senator Kem. In your various responsibilities. There are very 
large sums of money involved. 

Senator Arken. Millions, not thousands. 

The Cuarrman. Daily? 

Mr. Waker. Not daily. I didn’t understand him to say daily. 

Senator Kem. I did say daily. How often are they called? How 
much money is involved in the course of the week ? 

Mr. Waker. Some weeks there would be very little except the 
normal payroll of our employees. 

Senator Kem. How much is involved in an extraordinary week ? 

Mr. Wavxer. Well, in the case of these cotton-purchase programs, it 
has been brought out, here that it runs into the millions sometimes in a 
week. 

The Cuarrman. On the domestic cotton, did you have anything to 
do with the sale of any of that? 

Mr. Waker. No, sir. 

The Cuarrman. Owned by the Commodity Credit ? 

Mr. Waker. No, sir. 

The Cuarrman. Do we understand that your only dealings in cash 
sales related to the Egyptian purchases made in February, Decem- 
ber—then of 1951—and of April of this year? 

Mr. Waker. That is right. 

The Cuamman. How were you so designated ? 

Mr. Watxer. Under the regulations, someone has to be designated 
as a purchasing agent for the Commodity Credit Corporation. 

The Cuarrman. And you were the man selected ¢ 

Mr. Waker. That is right. 

The Cuarrman. Insofar as your daily duties are concerned, then, 
where there are no purchases of Egyptian cotton involved, how much 
cash does your department handle 

Mr. Waker. We don’t deal in cash. 

The Cuarrman. You don’t? 

Mr. Wacker. No. 

The Cuarrman. Except, of course, as you just indicated for the pay- 
ment of, purchase of 

Mr. Warker. Purchase of that. 

The Cuatrman. What are your duties there? What are your 
duties, Mr. Walker? 

Mr. Waker. As I explained yesterday, in this cotton program I 
was the purchasing agent designated as such by the Commodity Credit 
Corporation. My normal daily operations involve supervision of 
the cotton classifications. I have supervision of the loan program, 
the domestic loan program, in arriving at the premiums and discounts 
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and the terms and conditions of the contracts, the storage contracts 
and things of that kind. 

The Cuamman. That information is used by those who make the 
loans ¢ 

Mr. Waker. That is right. 

Senator Kem. Mr. Chairman, it seems to me that there is much 
to be said on behalf this suggestion made by Senator Aiken. Mr. 
Walker has told us very fri ankly that he is unable to explain the sur- 
prising coincidence here in these various te ‘legrams and cablegrams, 
and under those circumstances it seems to me he would prefer to 
be relieved of any responsibilities of making further purchases and 
further decisions on behalf of the Government until some satisfactory 
explanation can be given of this situation. 

As far as I am concerned, I would be in accord with the sugges- 
tion made by Senator Aiken as to the recommendation to be made | ’V 
the committee. 

The Cuarrman. Of course, I don’t know how far the committee 
ean go in that respect. All that members can do is express their 
views, 

Senator Arken. I don’t think the committee can undertake to take 
over the work of an executive branch of Government. 

Senator Kem. We can give the Secretary such advice based on our 
investigation as we see fit. 

Senator Arken. That is right. I would say under the testimony 
that has been received we have reasonable grounds and duty to extend 
such advice to the Secretary. 

The Cuarrman. Are there any further questions? 

Senator Munpr. I would like to ask Mr. Mesibov a question. If 
you have already answered it for the record, which you may have done 
in my absence, all right. 

Yesterday when I was here they were looking for you to testify. 
You were supposed to be here. I was wondering why you were not 
here when you were supposed to be here. 

Mr. Mestov. I explained that this morning. 

The CuarrmMan. That is in the record. 

Senator Munpr. He is authorized to be here as of now ? 

The Cuarrman. Yes. It is all in the record. 

Are there any further statements by you, Mr. Walker? Mr. Bell 

Mr. Waker. No. 

The Cuarrman. The committee will stand in recess until 10 Mondav 
morning. 

Whereupon, at 5:30 p. m.. the committee recessed to reconvene at 


10 a. m. Monday, May 5, 1952.) 








INVESTIGATION OF STORAGE AND PROCESSING ACTIVI- 
TIES OF COMMODITY CREDIT CORPORATION 


MONDAY, MAY 5, 1952 


Unirep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recess, at 10: 10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) 
presiding. 

Present: Senators Ellender, Hoey, Aiken, Kem, Hickenlooper, and 
Mundt. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The Cuarrman. The committee will be in order. 

As I suggested last Friday, I got in touch with Mr. Brannan as 
soon as I could. I understood that he was in Ohio. Mr. Brannan has 
requested to be heard. I stated to him that it might be best for us 
to wait until the tail end of this investigation ; that there may be other 
things that we would like to ask him. 

Senator Arken. That is as I understod it, Senator: that we would 
hear his testimony on these cases which had been considered by the 
committee. 

The Cuamman. That is right. 

Senator ArkeN. And then get him up here for any explanations 
which he may want to make regarding some of the testimony from 
the officials, and also recommendations. 

The Cuarrman. That is correct. 

Senator Aiken. And for making things better in the future. 

The CHarrman. We can button up the hearings as to all phases 
that we intend to go into, and then get him to come in on that. 

Senator Arken. That is right. 

The Cuamman. This would consist of an examination as to further 
suggestions by him and from us and Mr. Cotter’s men. I think that 
we could spend a fruitful day interrogating him in that fashion. 

Senator Arken. The witnesses we have had so far have raised 
questions which only Mr. Brannan can comment upon. 

The Cuamman. I am going to ask Mr. Cotter to take all of the 
hearings we have had so far and find out what, in his opinion, we 
need to discuss with Mr. Brannan. And it might be well to advise 
him. He told me this morning, in answer to a question, that he was 
anxious to come. I asked him if he desired to be heard in the light 
of the testimony of Mr. Walker, and he said “Yes”: but then I told 
him that it was best for him to wait, as I said, till the tail end of 
the investigation. 

1299 
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I also discussed with him, as I said I would Friday, the situation 
as to Mr. Walker. I told him that just as soon as the transcript was 
completed I intended to pass it on to the Justice Department, and he 
said that the report from the investigator was handed to Mr. Hunter, 
I believe it is, the Solicitor. 

Senator Arken. He has been up here off and on. 

The CHarrMan. He said that Mr. Hunter had been in the process of 
looking into it for some time, and that he would probably take some 
course of action with respect to Mr. Walker sometime soon. I do 
not know what form it will take, but he assured me that something 
will be done. 

Senator Arken. I am advised, Mr. Chairman, that the Commodity 
Credit Corporation Board several times recommended that Mr. Walker 
be let out as head of the Cotton Branch, but that each time they wer: 
overruled by the Secretary, and he must have good reasons for it. 

The Cuarrman. Yes. 

In any event, as I said, I am going to tell Mr. Brannan to try to get 
acquainted with all of the testimony we have had up to now and that 
we may have in the future. We propose to call him as a witness. 

Senator Arken. I think that is right. 

The Cuamman. Who is the first witness this morning? 

Mr. Correr. Mr. McArthur, 

The Cuarrman. How are you this morning? 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. McArruvr. I do. 


TESTIMONY OF WILLIAM McARTHUR, DEPUTY DIRECTOR, GRAIN 
BRANCH, PMA; AND FURTHER TESTIMONY OF DREXEL D. 
WATSON, DIRECTOR, GRAIN BRANCH, PMA, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


Mr. Correr. Do you want to state your full name for the record? 

Mr, McArruvr. William McArthur, Deputy Director of the Grain 
Branch. 

Mr. Correr. Now, as Deputy Director of the Grain Branch, are 
you the first in command aaa Mr. Watson ? 

Mr. McArruvr. I am one of four Deputy Directors. 

Mr. Correr. And you have your own functions, and they have 
theirs—they do not have a deputy, as such, who is considered the first 
assistant ? 

Mr. McArrucr. I prefer to let the Director answer that. 

Mr. Correr. The reason I am calling you—and I am not trying to 
slight Mr. Watson—he is here—we may call him up shortly—it is my 
understanding that you have been there for some time, that you han- 
dle many of these functions which are related to the most important 
things that we feel we are going into here—this grain, wheat, and 
corn—and I had the impression that perhaps you were the deputy 
that these other deputies whose titles, which, not necessarily under 
rou, they were more collateral with yours. Is that correct or not? 

Mr. McArrnor. It is true I have been there, I think, the longest, 
and have handled the primary grain functions and acted as Director 
for considerable periods of time. 
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Mr. Correr. When there is a vacancy in the position of Director, 
you are generally appointed the Acting Director 

Mr. McArrucr. If I am present; yes. 

Mr. Correr. I wonder if you would be good enough to give us your 
breakdown of your Grain Branch by divisions, and if you can tell us 
the functions of each one of the deputies and how they interrelate ? 

Mr. Watson, if you would like to sit up here, you are perfectly wel- 
come to do so. 

The Cuatrman. I think you have been sworn? 

Mr. Warson. I have; yes, sir. 

Mr. McArruer. You want me to answer that question ? 

Mr. Correr. Yes. 

Mr. McArruer. Primarily, I have handled the grain programs, that 
is, administrative direction through the Commodity PMA offices, 
relative to matters of delivery from price-support programs, move- 
ments and storage, movement and storage positions, and for export 
sales, largely to foreign couuntries, and at times, when we had pur- 
chase programs, I directed from Washington largely those purchase 
programs. 
~ Mr. Correr. Is that it ? 

Mr. McArrucr. That is my work primarily, yes. 

The Cuamman. When you say purchase programs, you mean from 
the farmers? 

Mr. McArruvr. No. They were purchases to meet supply pro- 
crams that were presented to us by the Army, ECA, and so forth 

The CuHarmman. You did that in the open market / 

Mr. McArruvr. We did it in the open market. 

Mr. Correr. Special-procurement programs ? 

Mr. McArruvr. That is right. 

Mr. Correr. And in that connection—I do not want to get away 
from this subject—but do you ever have purchase programs in relation 
to your price support ? 

Mr. McArruvr. Very minor. 

Mr. Correr. But you do have authority to go out and do some 
buying ? 

Mr. McArruvr. We have. 

Mr. Correr. In connection with that? 

Mr. McArruvr. Yes. 

Mr. Correr. For your standardization of prices, and so forth? 

Mr. McArruur. We have in certain areas, yes. 

The CuarrmMan. Does anybody else handle buying in cases like that, 
other than you? 

Mr. McArrner. It is all handled through our PMA Commodity 
Office. 

Mr. Correr. But under your direction ? 

Mr. McArruvr. Largely. I am the Director. 

Mr. Correr. There are other Deputy Directors; is that right? 

Mr. McArruor. That is right. 

Mr. Correr. How many are there besides yourself ? 

Mr. McArrucr. Mr. Murphy handles Federal grain inspection’and 
<upervision, the regulatory functions of the seed acts, market news 
pertaining to grain and research functions. 

Senator Arken. You mean the Commodity Credit inspection, PMA 
inspection, or what kind of inspection does he handle ? 
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Mr. McArruor. It is inspection under the Federal Grain Stand 
ards Act. 

Mr. Correr. The licensing of inspections, and so forth ? 

Mr. McArruur. That is right. 

Mr. Corrrer. We will come to that later. 

Senator Arken. Where is Mr. Murphy from, and how long has he 
been with the Department; do you know offhand / 

Mr. McArruur. Well, Mr. Murphy has been in the Department a 
long time. 

Senator Arken. That is all I wanted to know. 

Mr. Correr. All right; you have given us Mr. Murphy and his gen- 
eral functions. Now the others. 

Mr. McArruur. Mr. Entermille, his work is primarily with the 
price-support programs, work with OPS on minimum legal price 
ceilings, and some work pertaining to beans and seeds and rice. 

Mr. Correr. Does Mr. Entermille in any sense come under your 
jurisdiction? I mean, does he take instructions or orders in any way 
from you? 

Mr. McArruvr. Not except when I might be acting as Director. 

Mr. Correr. In other words he is under your supervision, Mr. 
Watson ? 

Mr. Warson. That is right. 

Mr. Correr. And Mr. McArthur has on supervisory authority over 
these other three Directors, two of which we have mentioned ¢ 

Mr. Watson. No; no supervisory direction, although, of course, we 
all collaborate on these programs and work together. 

Mr. Correr. Yes. 

You have mentioned Mr. Murphy and Mr. Entermille. Who else 
is there ¢ 

Mr. McArruvr. Mr. Troyer. His work largely is in connection 
with the Commodity Credit Corporation bin site storage, the guaran- 
teed storage program, the farm facilities loan program, and what we 
call the grain drier loan program. 

Mr. Correr. Well, let us take for example this bin progrom which is 
a big program. It ties in very closely with your storage program. 
You say you are responsible for storage / 

Mr. McArruvr. Over-all direction, yes. 

Mr. Correr. So there would be times when you would at least have 
to recommend or supervise Mr. Troyer’s work in a sense? 

Mr. McArruvur. No, not necessarily, except as I might be Acting 
Director, but, as Mr. Watson says, we work jointly. 

Mr. Correr. In coordination ?¢ 

Mr. McArruour. On the policies, on all of these programs. 

Mr. Correr. What are the principal commodities in your Grain 
Branch, and the order of their importance ¢ 

Mr. McArrucr. Wheat, probably, is the most important. Corn. 

Mr. Correr. Is second ¢ 

Mr. McArruvur. And then the other feed grains, grain sorghums, 
oats, barley, and so forth. 

Mr. Correr. Do beans come under your Grain Branch ? 

Mr. McArruvr. I have had very little to do with beans. 

Mr. Correr. But they are in the Grain Branch ? 

Mr. McArruor. That is right. 

Mr. Correr. And rice? 
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Mr. McArtruvr. Rice. 

Mr. Correr. And wheat ? 

Mr. McArruvr. And hay, pasture seeds. 

Mr. Correr. Is there a section in the Grain Branch which is ex- 
clusively devoted to wheat, for instance ¢ 

Mr. McArruur. No. 

Mr. Correr. One for corn—is it broken down that way at all? 

Mr. McArruvur. No. The divisions in the Grain Branch are on a 
functional basis. First, we have the Program Analysis Division. 

Mr. Correr. What would they do? 

Mr. McArruur. They do the statistical and economic analysis work 
pertaining to all of our price-support programs. 

Mr. Correr. They look forword into the next year and make the 
determinations based on the indicated requirements and production, 
and things of that sort? 

Mr. McArruovr. That is right. 

Mr. Correr. And is it in that Division that the price-support bul- 
letins, and so forth, are initiated ¢ 

Mr. McArruvr. No. We have what we call a Commodity Pro- 
grams Division that make use of the analysis work, and they set up 
the price-support programs, the dockets and the regulations and in- 
structions, and all of that. 

Mr. Correr. What other sections do you have, major sections to 
handle the work of your Branch? 

Mr. McArtruvur. We have a Purchase and Sales Division. 

Mr. Correr. Is that an important division ¢ 

Mr. McArruvr. Quite so; yes. 

Mr. Correr. Who is in charge of that ? 

Mr. McArruur. Mr. Tripp. 

Mr. Correr. Is that Jack Tripp? 

Mr. McArruvur. That is right. 

Mr. Correr. And are all of your special procurement programs and 
all of your sales functioning through that Division ¢ 

Mr. McArtruvr. That is right. 

Mr. Correr. Under your supervision ¢ 

Mr. McArruvr. Yes, sir. 

Mr. Correr. What other important divisions do you have that go 
with the actual operations of your Branch ¢ 

Mr. McArrnur. Those are the three operating divisions. 

Mr. Correr. That is it ? 

Mr. McArruvr. Yes. 

Mr. Correr. Could you offhand develop the inventories on wheat 
by vears and what your normal carry-over is? 

Mr. McArtruur. I could very easily give you that information. I 
would say in the more recent years, 1947 was a record crop of wheat 
of all time, a record crop of corn in 1948, too. And since then our 
Commodity Credit Corporation stocks of wheat have been relatively 
high, although decreasing the past 2 years. 

Mr. Correr. Well, now, do you keep an inventory of wheat by the 
year it was produced—it would be carry-over wheat, of course ? 

Mr. McArrnur. No. We keep one common inventory. 

Mr. Correr. I will come back to that, but I would like to get what 
percentage of your wheat stored is in commercial warehouses as 
against Commodity Credit Corporation bins. 
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Mr. McArruvr. Oh, there is very little wheat stored in Commodity 
Credit Corporation bins. 

Mr. Correr. I would suggest that you give us your best estimate 
on these figures, and then I will permit you later—that will be al! 
right, Mr. Chairman, if he corrects them as his records might indicate? 

The Cuarrman. Very well. You mean the permanent record ¢ 

Mr. Correr. Yes. 

Mr. McArruvr. I doubt if there is over 1 or 2 percent of our wheat 
holdings in bins at this time. There have been times back in 1942, 
I believe, when we probably had a larger percentage, maybe as much, 
as 10 percent. 

Mr. Correr. But the emergency of your 1947 crop and since that 
time has not required that you store any great percentage ‘ 

Mr. McArruvr. That is right. 

Mr. Correr. You say you “do not keep this inventory by years; 
that correct ? 

Mr. McArtuvur. When you are speaking of the inventories that 
we work with, and I think that is very much true in PMA Commodity 
offices, they keep no separate inventories because the grain is not 
pooled by any crop. 

Mr. Correr. Let me ask you this: Is practically all of your in- 
ventory of wheat on a commingled basis in these commercial 
warehouses ? 

Mr. McArruovr. Yes. 

Mr. Correr. Do you have any identity-preserved contracts on 
wheat? 

Mr. McArrucr. I believe not at this time. 

Mr. Correr. Have you had? 

Mr. McArruor. I do not recollect that we have had any. 

Mr. Correr. Would there be any situation where you might con- 
ceive that would be advantageous or necessary ¢ 

Mr. McArrnvur. We may have done that. I think we did, come to 
think of it, on Durum wheat, i in order to preserve premium quality. 

Mr. Corrrer. On the premium wheat or on a wheat that perhaps was 
objectionable to the market, you might have identity-preserved ? 

Mr. McArruvr. On the Durum it was on a premium basis, whi: 

‘an only be determined by experienced inspectors. And under ou 
i ast year’s damaged-whe: it program there may have been some of that 
stored identity-preserved. 

Mr. Correr. On this commingled wheat, would it be handled on 
first in and first out basis in these commercial warehouses ? 

Mr. McArrnor. Yes. 
Mr. Correr. Pardon? 
Mr. McArtivr. Yes. When we move wheat out of a house, we 


surrender the oldest receipts. 

Mr. Correr. Have you any idea how much 1947 or 1948 or 194° 
wheat you still have in storage? 

Mr. McArtuvr. No; not definitely. 

Mr. Corrrer. What is your best judgment of it? 

Mr. McArruvr. There may be a small amount of it. 

Mr. Correr. It would be very small; would it? 

Mr. McArruvr. My idea is that it would, because it is on a com 
mingled basis, and a good warehouseman generally freshens his stock 
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each year. 
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Mr. Correr. It would be very desirable to do so; would it not? 

Mr. McArruvr. Ordinarily it is. 

Mr. Corrrer. Do you people take any precautions or steps to deter- 
mine that your stock is beine freshened and that the oldest is moving 
out ¢ 

Mr. McArruvr. No. 

The Cuarmman. At that point, the warehouseman. is responsible 
to you? 

Mr. McArruovr. That is right. 

The Cuarrman. For the grade that you put into the warehouse ? 

Mr. McArruor. That is right. 

The Cuatrman. And the quantity and everything else? 

Mr. McArruor. both quantity and quality. 

The Cuatmman,. And the quality ? 

Mr. McArruor. That is right. 

The Cuarrman. And when you dispose of wheat, I presume all 
you ask is for the grade of that wheat ¢ 

Mr. McArruvr. For the class, the grade, and we check on the grade 
factors, such as test weight and protein, and so forth. 

The Cuarrman,. And whether that wheat is of 1947, 1948 or 1949 or 
the 1950 crop matters not so long as it meets ‘with the tests under 


which you sell it ? 

Mr. McArrucr. That is right. 

Mr. Correr. Mr. McArthur, we have heard quite a bit of testimony 
about the various factors which go to make wheat go out of condition 
and particularly we have heard of weevil infestation, and the necessity 
for turning the grain and fumigating it, and so forth. 


Let us take the 1948 wheat. Is it possible that even though the 
warehouseman was able to maintain official grade and other factors 
which made up your grade by good handling, but that nevertheless 
your continuous turning and fumigating of the grain might have an 
unsatisfactory influence on it? 

Mr. McArruvur. That depends a great deal on the quality of the 
crop. 

Mr. Correr. Would weevils recognize the difference in quality; I 
mean, they would attack good quality wheat as well as bad quality 
wheat, would they not ? 

Mr. McArruvr. If it is in an area where they are bothered with 
insect infestation they should keep it fumigated and not get involved 
in that. 

Mr. Correr. Is not your weevil belt a pretty broad belt—is it not 
almost your Wheat Belt? 

Mr. McArruvr. Well, in quite a degree, yes. 

The CHarrMan. Again, that is the responsibility of the ware- 
houseman ¢ 

Mr. McArtuer. That is right. 

The CatAIRMAN. Suppose the warehouseman notifies you that there 
is wheat going bad ; what steps do you generally take ? 

Mr. McArruvr. He is required under agreement to notify us that 
he cannot keep it in condition. 

The CuatrmMan. And that is in the contract ? 

Mr. McArruvr. That is right. 

The CuHatrMan. You then follow through with a case. 

Mr. McArruvr. And inspection, and so forth. 


20554—52—pt. 2——11 
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The CHarrMan, There is an inspection ? 

Mr. McArruor. Yes. 

The Cuarrman. Suppose you take notice of that, and there is a 
loss; whose loss is it? 

Mr. McArtruur. The warehouseman’s. 

The CHarrMan. The warehouseman’s ¢ 

Mr. McArtuur. Yes. 

The Cuarrman. When does the Commodity Credit Corporation 
become responsible for the loss of wheat, or when may it become re- 
sponsible for the loss of wheat under the agreement ? 

Mr. McArruvr. The Commodity Credit Corporation becomes re- 
sponsible after the warehouseman has obtained a representative 
sample and had it inspected officially. 

The Cuarrman. Yes? 

Mr. McArruvvr. After that it is the obligation of the Commodity 
Credit Corporation. 

The Cuarrman. To move it? 

Mr. McArruvr. To move the grain. 

The CHarrman. Under what conditions would such a situation 
develop, weevil infestation or overheat, or just what! Can you go 
into detail on that? Give us a specific case where it might be more 
pertinent. 

Mr. McArruvr. Weevil infestation will occur if a warehouseman 
is not very much on the job. The main trouble that leads to it is 
having wheat that is not thoroughly dry. To the extent that there 
is excessive moisture in the wheat, where you have moisture and tem- 
perature, you have rapid development of weevils. You have the 
danger of wheat becoming sick, so-called; that is, germ damage, and 
those things. A good warehouseman is very careful to be sure that 
his wheat is dry enough when he takes it into his house and puts it 
away. 

That problem is intensified in recent years due to the combine. 
Naturally, farmers are concerned about getting their grain harvested 
before bad weather, and they push their combines a little earlier, 
before the wheat is thoroughly dry, or in the mornings before it is dried 
off, and particularly is this a problem in the Great Plains States where 
they use custom combines with an awful urge to keep going. 

The CHamman. Whether the wheat is thoroughly dry or not? 

Mr. McArruovr. That is right. And it does not go through the 
sweat that is used to go through in shocks and stacks, under the old 
conditions. 

The CHatrman. If he notifies you that it is weevil-infested and 
has an inspection made, to determine the extent of infestation, when 
does your responsibility start ? 

Mr. McArruvr. If it is due to insect infestation he is responsible 
up to the time that this representative sample is taken officially. And 
if that is all that is the matter with it, we can insist on his fumigating 
and cleaning it up. 

The CHarrman. Insist? 

Mr. McArruvr. Yes. 

The CuarrmMan. At his own expense? 

Mr. McArrnur. Yes, sir, at his own expense. If it is deteriorating 
due to weevils or excess moisture or any other condition, and we agree 
that he cannot keep it in condition any longer, then it is our obligation 
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to ship it out and hold him for the loss in quality up to the time of 
the sampling for inspection. 

The Carman. If you should delay in moving it out after the 
official inspection, then your losses may be inc ‘reased_ by virtue of your 
delay ¢ 

Mr. McArruovr. That is right. 

The CuatrmMan. That is the only case ¢ 

Mr. McArruor. That is right. 

The CHairMan. Otherwise, he is responsible if you act promptly 
for any difference there may be in the grade when you took the wheat 
over and that you have to sell it for? 

Mr. McArruur. Yes. 

The Cuarrman. Am I correct in that ¢ 

Mr. McArruour. Even when we recognize the grain deteriorating 
and we cannot get cars right away he is still obligated under his 
agreement to do everything he can to keep the grain from getting 
worse, 

Mr. Correr. Well, on this first-in and first-out principle I could 
conceive that if you had a good warehousman who was handling new 
grades of wheat, and wheat from new crops, he could maintain your 
grade or the grade at your quantity without too much difficulty, 
is that not correct ¢ 

Mr. McArrnuvr. Not in all instances, but generally speaking, yes. 

Mr. Correr. I could conceive in that sort of case you might get a 
bad year and get high moisture, and the condition that you say con- 
tribute to this weevil infestation, that then he would come on you 
one day and say, “I have got trouble and you have to do something 
about it.” 

Mr. McArruvr. That is right. 

Mr. Correr. Against that you have the warehouse where you may 
have almost all of the capacity devoted to your storage and where 
there would not be any incentive for the warehouseman to keep turn- 
ing the wheat and keep putting new stock in, and you have a different 
situation there, have you not ¢ 

Mr. McArruvr. That has happened in the case of emergency 
storage, principally flat storage, which is not too well equipped for 
turning. And they do not have sufficient merchandising business 
affording opportunity to freshen their stocks. 

Mr. Correr. Do you have many of those warehouses now ¢ 

Mr. McArruur. We have had quite a few of them, yes. 

Mr. Corrrer. How about at the present time ? 

Mr. McArruvur. We still have some of them. 

Mr. Correr. You do? 

Mr. McArruur. Yes. 

Mr. Correr. Do you have any system whereby you move your grain 
out of that type of storage so that it will keep flowing toward the 
market and have disposition of your older years of grain? 

Mr. McArruvur. tor the past year or more we have moved wheat 
out of that type of facility first. We have been forced to move out 
of such facilities often because they were defense facilities. 

Mr. Correr. But you do not have any system whereby you keep 
that rotating as such ¢ 

Mr. McArruur. Very seldom. We reached our peak of storage 
probably 2 years ago, and our inventories have been going down, and 
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to the extent that they were not desirable facilities we did not put 
wheat back in. 

Mr. Correr. Would it not be advisable to have such a system where- 
by you would know where your various year’s crops of grain were 
and what type of house and whether they were being exchanged for 
like quantities of new grain, and so forth? 

Mr. McArrnuvr. Our commodity officers know exactly what year’s 
crop has been in these temporary facilities. 

Mr. Correr. We asked for the last 4 months’ sales of corn, and the 
one thing that they could not give us, they said, was the year, even 
though a lot of it had come out of bin storage. And that surprised 
me very much. And that is why I am asking you these questions 
about wheat, because I think we have also received testimony that 
while wheat is a better storer than corn, that any grain which gets 2 or 
3 years old because of the chemical reaction, there is bound to be some 

I do not want to say decomposition—that is certainly not the right 
word—there is some going off in depreciation; is that not generally 
so? 

Mr. McArruvr. When you speak of corn—taking delivery from 
farms and county elevators nearly all corn is stored on the farm the 
first year under price-support programs and maybe stored 2 years 
if resealed. We often have corn coming from the same farm two 
different years’ crops, and later stored or handled through a coun- 
try elevator corn from 2 to 3 years’ crops. All corn moving on to 
the terminals is commingled. And you could not maintain identity 
as to years. 

Mr. Correr. Well, certainly, you would not even want to on your 
commingled basis. 

Mr. ra Arruur. No. 

Mr. Correr. My question was that your research and other ex- 
sallsta in grains—we are talking about wheat—must reflect there 
is a depreciation in the value of the wheat the longer it is stored, al- 
though if it is stored in ideal conditions perhaps a very minor de- 
preciation. Your vitamin content and such. Is there not a deprecia- 
tion in it, or do you know? 

Mr. McArruvur. That mostly occurs in the first vear. 

Mr. Correr. Pardon? 

Mr. McArtruvcr. That generally occurs in the first vear. 

Mr. Correr. There is a “leve ling off of the de *preciat jon? 

Mr. McArruvr. A leveling off of that factor. 

Mr. Warson. I do not think, Mr. Cotter, it would be practical to 
sweeten up in our flat storage emergency type of structure. That is 
what you are thinking of, of moving a portion of that out and a new 
crop in. Iam sure that is what you are thinking of. 

Mr. Correr. I am thinking that Mr. McArthur has pointed out 
that you would want to get your wheat out of your dead storage as 
fast as possible and into your trade and get it in on a commingled 
basis. [am wondering if you had a system whereby vou did that. It 
would seem that it would be necessary to have some sort of a system 
whereby you would know, or you would be flagged that your grain 
was getting old in that storage and that it should be attended to ‘first. 

Mr. Watson. That is true. With the grain going into so-called 
flat storage there would be grain of a certain year, and there is no 
commingling, but we attempt to move that out as soon as we can. 
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With storage becoming more plentiful, we can. But we do not pro- 
pose to move back into the storage the grain of a year’s later crop in 
order ¥ sweeten the older crop up. 

Mr. Correr. When you have the special procurement programs 
would it not be a golden opportunity to move out a lot of this grain 
that is in this storage that is subject to greater depreciation ‘ 

Mr. McArruer. To the extent that it is of the class and grade 
that fits the program, it would be. 

Mr. Correr. Rather than buy it on the open market 

Mr. McArruvr. If we can work it out, yes. 

Mr. Correr. Have there been instances where you bought very sub- 
stantial amounts of free wheat for export for the Army or for any of 
these special programs when you had large amounts, large inventories 
of wheat in dead storage ¢ 

Mr. McArruur. Yes. 

Mr. Correr. If you had taken your wheat from dead storage and 
moved it out, could you have done that under the law—were you 
permitted to do that—did you have a choice on the special procure- 
ment programs ¢ 

Mr. McArruur. Yes. 

Mr. Correr. Why did you not— I am just asking for information. 

Mr. McArruvr. I think you are referring to the time when we 
have very heavy export programs, when there was a shortage of box- 
cars, even a shortage of ships, a shortage of port facilities, and we had 
to spread our movement from all areas to all ports and maintain a 
movement of different tvpes of wheat from different areas 

Mr. Correr. And your suggestion is that it was, practically impos- 
sible to load out these warehouses which might not be physically 
advantageous to replace, from the transportation point of view? 

Mr. McArruvr. That is true. 

Mr. Correr. Would your removal of the dead storage wheat— 
would that have the same stabilizing effect on the market as if you had 
purchased your free wheat ? 

Mr. McArrivr. It depends a good deal as to different classes of 
wheat, spring wheat or hard winter. 

Mr. Correr. If you go out in the open market and you buy a very 
substantial inventory of wheat it may stabilize the market or the 
market may go up a little; in ies words, it will have some effect on 
it, will it not, generally ? 

Mr. McArruvr. Not always. 

Mr. Correr. As a general proposition ? 

Mr. McArruvr. Generally, yes, some effect. 

Mr. Correr. If you took it out of Commodity Credit Corporation 
storage I could conceive that it would not have as great an effect, at 
least. 

Mr. McArtruvr. Well, it all affects the total stocks of wheat in the 
country. 

Mr. Correr. I am just trying to get at whether it would be advan- 
tageous from the price support or storage point of view or any point 
of view to buy it in the open market, rather than taking it out of your 
own inventory. 

Mr. McArruvr. Ordinarily, we take it out of our own current in- 
ventory, to move and apply on the program, whatever it is. 
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Mr. Warson. I think it would be safe to say it would be our policy 
to move our own Government-owned grain if all the conditions were 
equal, generally. The reason we are in the market would be to supply 
a volume of wheat at a certain time at a certain location. 

The Cuarrman. Are there not certain restrictions on the sale of that 
wheat which you have that the Commodity Credit Corporation owns? 

Mr. Watson. That is right. We have a formula and that would 
enter into it, also. 

The Cuatrman. Would you state it so that we will have it for the 
record ¢ 

Mr. Warson. Well, under the 1949 Agricultural Act we are not per- 
mitted to dispose of storable commodities at less than 105 percent of 
the current loan rate, plus reasonable warehouse charges. However, 
exportwise we are in position to discount it. 

Mr. Correr. On the special procurement programs would they be 
the exception to the law in most instances ¢ 

Mr. Watson. Well, in the grain program I would say that we would 
dispose of our own stocks. 

Mr. Correr. You mean you would be permitted to under the law? 

Mr. Watson. At the market price or the 105 percent of support plus 
carrying charges. We could not discount. We did not discount. 

Mr. Corrrer. You did not have to; is that not true? 

Mr. Watson. We did not have to. 

Mr. Correr. In other words, you would have to pay as much or more 
out in the open market as your formula price; is that what I under- 
stand you to say, generally ? 

Mr. Watson. Generally. 

Mr. Correr. In these last few years? 

Mr. Watson. Yes. 

The CHarrMan. In case your formula price is lower than you can 
buy at the market, do you not usually sell what you have? 

Mr. Warson. If our formula price is lower than the market, yes, 
we would sell, if we had the opportunity todoso. Of course, we would 
sell at the market. 

The Cuarrman. I understand that. But, of course, it is the 
highest—— 

Mr. Watson. Yes. 

The CuairmMan. And yet it is above your formula ? 

Mr. Warson. Our formula price. 

The Cuarrman. Your formula price? 

Mr. Warson. Yes. 

The Cuarrman. Are there any instances where you are compelled, 
or did you purchase wheat where your formula price was lower than 
the market price ¢ 

Mr. Warson. Do you know about that, the market price would be 
below the formula ? 

The Cuarrman. Yes. 

Mr. Watson. Yes; I expect we did. 

The Cuatrman. It strikes me that it should be incumbent upon you 
to dispose of that wheat whenever you can, provided it is according 
to your rules. 

Mr. Watson. Of course, on our export program if the market was 
lower than our formula price, the people we are buying for, of course, 
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would be concerned that we purchase at the market price, rather than 
dispose of our grain at 105 percent tothem. It is less costly to them. 

Mr. Correr. Would you be able to furnish us with the total amount 
of the purchases that you have made for foreign or under special 
procurement programs of wheat by year for the last 4 or 5 years? 

Mr. McArruvr. Yes. 

Mr. Correr. And the same related to that, your inventories of wheat 
for those particular years. 

The Cuarrman. And your formula price—could you give us that, 
too ¢ 

Mr. Warson. Yes. 

The Cuarrman. We will have the whole picture then. 

Mr. Correr. You will supply that for the record ? 

Mr. Watson. This is wheat? 

Mr. Correr. We are talking about wheat. 

Mr. Watson. Yes. 


(The information to be supplied is as follows :) 
ExHIBIT 59 


Wheat 


| Take-over | Purchases Exports | Inventory 











| 

Rushels | Rushels Rushels Rushels 
1948! | 64.000 | 294,756,000 | 293, 324, 000 64, 701, 000 
1949 | 209, 547, 000 148, 693,000 | 316, 875, 000 | 159. 378, 000 
1950 245, 196, 000 12, 327, 000 102, 014, 000 2A1, 224, 000 
1951 54, 645, 000 19, 505.000 | 161, 134, 000 115. 721. 000 
1952 8, 986, 000 None 42, 817, 000 74, 583, 000 


Inventory Jan. 1, 1948, 53,832,000 


The press release quoted below, dated December 10, 1948, sets forth the formula 
for sales price determination for the year 1949. The release also states in the 
last sentence of the first paragraph the minimum price at which sales would be 
made in 1948. Sales were made at the market but not less than the minimum 
stated. Effective January 1, 1950, sales for unlimited domestic use have been 
made at the market price but not less than 105 percent of the current support 
price, plus reasonable carrying charges. The exceptions in the last paragraph 
of the enclosed press release also have applied. For example, CCC will sell 
wheat at Minneapolis at the market but not less than $2.77 as compared with 
a current market price of about $2.40. There have been no statutory restric- 
tions which applied to export sales. Wheat which was purchased by CCC was 
sold at cost and wheat which was furnished from support programs has been 
sold at the market price as of the time and place the ship completed loading. 


DEPARTMENT OF AGRICULTURE, PRODUCTION AND MARKETING ADMINISTRATION 
Washington, December 10, 1948 
cCC ANNOUNCES POLICY ON SALES DURING 1949 


The Commodity Credit Corporation announced today that during the calendar 
year 1949 domestic sales of CCC owned or controlled farm commodities generally 
will be made at not less than the lowest of the following: (1) A price that will 
reimburse CCC for its costs; (2) 90 percent of the parity price; or (3) a price 
halfway between the support price, if any, and parity. In 1948, under existing 
legislation, sales may not be made at less than parity or comparable price. 

The policy announced by the CCC today coincides with restrictions included 
in section 202 (a) of the Agricultural Act of 1948 and thus will eliminate the 
need for any change on January 1, 1950, when compliance with section 202 (a) 
becomes mandatory. Action on minimum sales prices for 1949 was taken be- 
cause present restrictions (sec. 2 of the act of April 12, 1945) expire on December 
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31, 1948, and the restrictions imposed by the Agricultural Act of 1948 are not 
mandatory until 1950. 

Exempted from tthe three general minimums established by the policy an- 
nounced today are: (1) Sales for new or byproduct uses; (2) sales of peanuts 
for the extraction of oil; (3) sales for feed or seed; (4) sales of deteriorated 
commodities or nonbasic perishable commodities where there is danger of loss 
or waste through spoilage; (5) sales to establish claims; (6) sales for export; 
(7) sales of wool; and (8) sales for other than primary use. Similar exemp- 
tions are in effect in 1948. 

Mr. Correr. Did you tell me whether or not you had guaranteed 
storage agreements in wheat—do you have some? 

Mr. McArruvur. You mean wheat warehouses / 

Mr. Correr. Yes. 

Mr. McArruvr. Yes. The guaranteed storage program is for 
warehouses that might store wheat or corn or any other grain. 

Mr. Correr. Do you know how many over-all wheat-storage ware- 
houses you have in the country—how many contracts for wheat ? 

Mr. McArruvr. Well, we have over 12,000. 

Mr. Correr. A good many. 

Mr. McArruvr. Of warehouse storage contracts. 

Mr. Correr. Yes; but do you know how many of those are devoted 
to wheat ¢ 

Mr. McArruvr. No; because a large percentage of them store other 
grains. 

Senator Arxen. That is the total number of contracts of all kinds ? 

Mr. McArruvr. Yes. 

Senator Arken. For the storage of all kinds of commodities? 

Mr. McArruvr. Yes. 

Senator ArkeN. Or simply grains? 

Mr. McArruvr. Just simply grain, bulk grains. 

Mr. Watson. We figure about between 12 and 13 thousand ware- 
houses handling grain, but then, of course, we have other warehouses 
storing other commodities. I have seen the figure of around 15, 16 
thousand warehouses being used by PMA. 

Senator Arken. That is the others would handle canned goods or 
storage of milk powder, and so forth ? 

Mr. Watson. Yes. 

The Cuarrman. When you give the figure of 12,000, you mean for 
wheat alone? 

Mr. McArruvr. No. 

Mr. Watson. Under the uniform storage agreements which would 
include all grains. 

Mr. Correr. Your uniform grain storage agreement is substanti- 
ally different or has been in the case of corn than it is for wheat. And 
I thought you would be able to make a distinction as to the number 
of agreements you had out for wheat and the ones you had out for 
corn and other grains. 

Mr. McArrucr. They are all under the same agreement. 

Mr. Watson. There is no difference. 

Mr. Correr. I think we will come to a point on that. We have cer- 
tainly evidence that there is a difference, quite a substantial difference, 
in them, but you cannot give us any breakdown ? 

Mr. McArruvr. No. 

Mr. Correr. Of the number of warehouses that you do have wheat 
in ¢ 
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Mr. McArruvr. No; we do not. 

Senator ArkEN. All of the corn contracts are preserved-identity con- 
tracts ¢ 

Mr. McArruvr. Not now. 

Senator ArkEN. They are not? 

Mr. McArruvr. No. 

Senator Kem. Did I understand you to say, sir; that all storage 
agreements are under the uniform agreement / 

Mr. McArruvr. That is right. 

Senator Kem. We have had evidence here that certain warehouse- 
men have been given guaranties, for instance, that they will be given 
a certain amount of grain for storage in a certain period of time. That 
is not the uniform agreement, is it / 

Mr. McArruvur. That is an addition to the uniform storage 
agreement. : 

Senator Kem. If you make additions to the uniform agreement, 
you cannot say that they are all the same, can you? You mean you 
use a blank uniform agreement blank as the basis for your agreements, 
is that what you mean / 

Mr. McArruvur. Uniform grain storage agreement sets up the re- 
sponsibilities and conditions of maintaining it, matter of settlements, 
and everything. The guaranteed storage agreement applied if he 
built a new facility. The Department guaranteed to put a certain 
quaitity of grain in it for either a 2-vear or 3-year period. 

Senator Kem. We had evidence here before the committee that 
where the Midwest Grain & Storage Co., of Kansas City, leased cer- 
tain facilities at Camp Crowder and that company was guaranteed 
a certain amount of grain over a certain period of time. Is that an 
unusual agreement / 

Mr. McArruvr. No; that was one of the many emergency facilities. 

Senator Kem. There is no construction involved there, was there ? 

Mr. McArruvr. It is not a normal type of grain storage. 

Senator Kem. Why was that agreement made‘ Are you familiar 
with that agreement / 

Mr. McArruvr. No; I am not as to the details of it. 

Mr. Watson. I would like to say that all warehouses storing grain 
for us did operate under this uniform grain storage agreement. In 
order to encourage additional storage we did enter into storage 
agreements or guaranteed agreements. 

Senator Kem. What you mean is that you used the uniform blank 
as the basis for the agreement, but you tailor-made the agreements 
to suit particular cases; is that right? 

Mr. Warson. We may have had—we may have made certain 
guaranties. . 

Senator Kem. Yes; and certain warehousemen were extended 
privileges and guaranties in that respect that were not extended to 
others. Is that correct? 

Mr. Warson. That is correct. 

Senator Kem. Who decided who was to be the privileged group and 
who was to be the uniform group? 

Mr. McArruvr. They all signed the uniform grain storage agree- 
ment. 
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Senator Kem. But with certain additions. 

Mr. McArrnor. And the others came under 

Senator Kem. A particular warehouseman had particular privileges 
and special treatment. Who decided who would be in that class, 
who were to be the members of the special privileged class ¢ 

Mr. McArruvur. That was a secondary agreement guaranteeing 
a certain amount of grain for storage for a certain period. If they 
made the emergency facilities available or built additional storage 
facilities. 

Senator Kem. In the case of Camp Crowder there was not any 
building involved at all. The buildings belonged to the Government 
and were leased to the Midwest Co. who in turn stored the grain. 

Why should Midwest Co. belong to this special privileged group? 

Mr. McArruvr. Those were what we called emergency facilities 
that were due of necessity for getting All the grain storage possible. 

Senator Kem. I fail to make myself clear. Why was it necessary 
to give the Midwest Co., which was a lessee of Government facilities, 
a guaranty ¢ 

Mr. McArruvur. At that time in order to get storage the Depart- 
ment had to tell—I suppose the Midwest and that group of emergency 
warehousemen—that they would fill the house if they would make it 
available. 

Senator Kem. Why was that considered necessary in the case of a 
company that was using Government facilities? 

Mr. Warson. I suspect what would happen on that, that in order 
to obtain the additional storage that we were looking for and needed 
at that time, some of the companies would say, “Well, if they can 
guarantee me a certain volume I will go to the trouble of getting up 
additional storage for Commodity Credit.” 

Senator Kem. There is no trouble involved in 

Mr. Warson. I understand there were some alterations. 

The Cuarrman. That is what I was going to suggest. The record 
does show that quite a bit of money was spent for alterations. I put 
a letter in the record here a few days ago showing that the Govern- 
ment has demanded of the Harris Co., and I am sure of Midwest, also, 
particularly of the Harris case, $55,000 or $54,000 to place the build- 
ings back in the same condition as they were before they started to 
store. If you will recall, they took partitions out, and they closed 
windows and removed the windows and stored them, all of which 
entailed quite a lot of money. 

Mr. Easley testified that Midwest paid about $20,000 to shore up 
the buildings and put them in condition ($13,513.76 to Mr. Edwards 
and $6,000 for additional materials, exclusive of labor costs). (Rec- 
ord pp. 410 and 428.) 

Mr. Myers testified that they spent $25,000 repairing the buildings 
at the time of using them and after they used them. (Record p. 477.) 

Senator Kem. I did not recall that there was any testimony of any 
considerable amount of money spent in that respect by the Midwest 
Co. Now, I may be wrong about that. 

The Cuairmay. It is my recollection, Senator, that there was quite 
a bit of it. Of course, I don’t recall the amount. As I recall, it was 
16 or 20 thousand dollars that was spent in order to remove parti- 
tions, and then the agreement to restore them after the contract was 
at an end. 
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Senator Kem. Who would decide it when these contracts were to 
be tailor-made and when they were to be on the uniform conditions ¢ 

Mr. Watson. I would assume that it was the policy determined 
within PMA that we should enter in such type of —— 

Senator Kem. Wasn't there somebody that had that duty or re- 
sponsibility of deciding who would belong to the privileged class of 
enjoying this guaranty ¢ 

Mr. Watson. No; I don't believe under this type of a storage here 
that generally the type whereby we guarantee certain volume was 
offered under our occupancy and guaranteed storage agreement 
whereby we offered this type of a contract in order to obtain addi- 
tional new storage. 

Senator Kem. That wasn’t in the printed form, was it ? 

Mr. Watson. That the warehouseman signed / 

Senator Kem. Yes. It wasn’t in the printed form? 

Mr. Warson. I don't recall. 

Senator Kem. Did you negotiate these contracts for storage ¢ 

Mr. McArruur. No, sir. 

Senator Kem. Who did? Did Mr. McArthur negotiate them? 
Were they negotiated under your supervision ¢ 

Mr. McArruvr. No. 

Mr. Correr. Under whose supervision ¢ 

Mr. McArruvur. Administrator of PMA’s office, and Transporta- 
tion and Warehousing Branch. 

Senator Kem. Who did you say? 

Mr. McArruur. Directly under the Administrator's office and the 
Transportation Warehousing Division. 

Senator Kem. What is the Administrator’s name ¢ 

Mr. Warson. At that time it was Mr. Trigg. 

Senator Kem. Mr. Trigg? 

Mr. McArruvur. And Mr. Kruse is deputy or assistant. 

Senator Kem. If we want any information about the circumstances 
under which those contracts were negotiated, we should get it from 
them; is that correct ¢ 

Mr. McArruvr. I think that is right. 

The Cuatrman. I think the record shows that the agreement for 
these facilities was made at a local level, that is, at PMA, the local 
level. 

Mr. Watson. The actual signing and approving of the contracts 
themselves 

The Cuarrman. And also the negotiations, as I remember. 

Mr. Watson. The negotiating between the warehouseman and a 
Government representative was done at our Commodity offices at the 
local level. For example, Missouri would be Kansas City. 

Senator Kem. The managers of those local offices had the right to 
extend this guaranty to certain contractors? 

Mr. Warson. Under the policy that was defined. 

The Crarrman. Senator Kem, I am informed that Mr. Troyer 
back here might be able to give us more information on that. Will 
you please step forward, Mr. Troyer? 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Troyer. I do, 

The Cuarrman. Will you give your name in full for the record? 
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TESTIMONY OF A. F. TROYER, DEPUTY DIRECTOR, GRAIN BRANCH, 
PMA, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Troyer. A. F. Troyer, Deputy Director of the Grain Branch, 
formerly Deputy Director of Transportation Warehousing Branch. 
Prior to that, in °49, in the Chicago oltice. 

The Cuarrman. Mr. Troyer, you have heard the questions that 
have been asked. Can you shed a little light on the situation ? 

Mr. Troyer. The use of facilities, such as we refer to here in Camp 
Crowder, was the illustration, I believe, you brought out. These 
facilities were required to meet our storage needs at that time. In 
order to get the necessary operating equipment to remodel and rein- 
force the structures where it was necessary, they did enter into an 
agreement with those at the area-office level to supply a certain amount 
of grain for storage. 

In other words, we had an over-all need of so much, which we had 
to have taken care of, and that was used in determining the amount 
that could be put into certain points. 

The Cuarrman. Would you say that all the negotiations for these 
facilities were carried on at the State level? 

Mr. Troyer. I would say the area office was responsible for find- 
ing space at that time on the basis of instructions issued Mr. Kruse as 
to what they should consider, and so forth. 

Mr. Correr. Mr. Troyer, I think we received information from 
the Chicago office that all guaranteed contracts were approved in 
Washington. I think there are different programs here. 

Mr. Troyer. May I clear one point here? When you talk about 
actual storage-guaranty programs, that is a little bit later than what 
you are talking about in connection with Camp Crowder. 

Mr. Correr. Will you explain the different storage programs you 
have had, and then we can discuss each type of storage program. 

Mr. Troyer. Under the operations, such as you mentioned a minute 
ago, Camp Crowder operations, that was an agreement under the 
Uniform Grain Storage Agreement with the area office that a certain 
amount of storage would be used during a certain time to meet CCC 
needs. 

Mr. Correr. What years was that in effect ? 

Mr. Trorer. That was in effect in 1949. That was when our storage 
problem was really serious. 

Mr. Correr. Is that the whole period that that type of agreement 
was permitted / 

Mr. Troyer. I would say that there was consideration of other 
storage facilities on a good deal of the same level which were not 
covered by storage guaranty. The storage-guaranty program, as I 
think the original question was based upon, was developed early in 
August and during September, when they worked out contracts with 
certain individual representatives, which did clear with our Mr. Kruse. 

The Cuatrman. What year was that? 

Mr. Troyer. 1949. 

The CHarrmMan. 1949? 

Mr. Troyer. That’s right. 

Mr. Correr. You did have a program where you permitted, if any- 
one built a new warehouse or added a substantial annex on the ware- 
house they had, they were given certain concessions; were they not? 
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Mr. Troyer. That’s right. That cleared in the spring of 1950 
before the Board of Directors of CCC and then a special program was 
set up-——— ; ; 

Mr. Correr. That is the first time that program came into being, 
in early 1950 ¢ 

Mr. Troyer. When you talk about the storage-guaranty program 
as we know it, yes. There were certain letter contracts that were 
executed by the Director back in 1949. 

Senator Hicken.oorer. I wonder if I could ask a question there, 
Mr. Chairman. 

Mr. Troy>r, there was a uniform contraet—— 

Mr. Troyer. Uniform Grain Storage Agreement. 

Senator HickeNLoorer (continuing). Which was authorized and 
approved as a standard contract ! 

Mr. Troyer. That’s right. 

Senator Hickrnioorrer. Who authorized that to become the stand- 
ard contract? Where was the authority? Who had the authority 
to authorize that ¢ 

Mr. Troyer. Originally it cleared our Washington office here. | 
think Mr. McArthur can probably answer that better than the rest 
of us. 

Senator Hicken.Loorer. What I am getting at is who the individual 
was, what the office was that had the authority to bind the Government. 
Was it at the district level ? ; 

Mr. Troyer. It was our commodity-oflice director, such as Chicago, 
Kansas City-—— 

Senator Hickentoorer. Where did he get his authority ? 

Mr. Troyer. It came from the direction of our Administrator here. 

Senator Hickentvoorer. Who was he, and what was his office ? 

Mr. Troyer. It would be under Mr. Kruse’s office at that time, under 
Mr. Trigg. 

Senator Hicken.oorer. I am trying to get at where the source of 
the authority was to locate these contracts. I understand that many 
of them were made at the district level, but what authority did the 
district level have to make them? 

Mr. Troyer. It came from the instructions when the contract itself 
was approved; it was forwarded to the directors of these various 
commodity offices, with authority to go ahead and enter into the agree- 
ment with individual elevator operators. 

Senator Hickentoorer. And the directors of the commodity offices 
had the authority to approve the contracts negotiated at the local 
level; is that right ¢ 

Mr. Troyer. That is under the Uniform Grain Storage Agreement ; 
yes. That is limited to that. 

Senator Hickentoorrer. Now, you made special agreements, such 
as the Camp Crowder agreement where certaim additional guaranties 
for volume of storage was incorporated in addition to the standard 
uniform storage contract; is that true? 

Mr. Troyer. That's right. 

Senator Hicken.Loorer. Where were the additional or special pro- 
visions negotiated in each case? 

Mr. Troyer. At the area office, in connection with certain specific 
cases, where they indicated there was a need for additional storage. 
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Senator Hicken.Loorer. These special agreements were negotiated 
at the area level, in which the facilities were located? Is that correct? 

Mr. Troyer. I would say they were negotiated at both levels when 
the problem got so serious it was necessary—— 

Senator Arken. Both levels? I would like to know, Senator Hick- 
enlooper, what he means by “both levels.” 

Senator Hicken.oorer. I am trying to get at that. 

Senator Arken. Apparently there are several levels, and | wonder 
which “both” he refers to. 

Senator Hicken.oorer. I am trying to get at that. I am just try- 
ing to take a specific example. You have the uniform grain-storage 
contract, which was approved here in Washington as a standard, 
and thereupon subordinate officers were authorized to go ahead and 
negotiate on that standard contract ? 

Mr. Troyer. Right. 

Senator Hicken Loorer. Because it had been approved as a standard 
procedure and they could send that through for approval knowing 
that, all things being equal, it would be approved. 

To take Camp Crowder as a specific example, because there was 
an extra guaranty of grain available put on the uniform contract 
there that was extra and different from the uniform contract, as I 
understand it. 

Now, where was this additional agreement on the uniform con- 
tract first negotiated in the Camp Crowder situation? Was that at 
the area level ¢ 

Mr. Troyer. That was at the Kansas City level; that’s right. 

Senator Hickenvoorer. It was negotiated. Did the area level 
have a right to make a binding agreement there, on this extra under- 
standing ? 

Mr. Troyer. They did. 

Senator Hicken.oorer. Or did they have to submit it some place 
else for approval ¢ 

Mr. Troyer. They had previously submitted comparable cases as 
to what their problem was in finding sufficient storage, and I am sure 
in that case they did have authority to go ahead and complete the 
contract. 

Senator Hicken.Loorer. I am trying to get at this. Was the Camp 
Crowder case submitted from the area authority to a higher authority 
prior to its confirmation and prior to its becoming binding on the 
Government and upon the other contracting parties ¢ 

Mr. Troyer. My belief at this time is that similar cases had been 
discussed ; and, from the standpoint of the approach taken on those, 
they did feel that they had authority to go ahead. 

Senator HickeNnLoorer. So, it is your understanding that the Camp 
Crowder case was negotiated at the area level with the additional and 
extraordinary guaranty provisions put in it, and that it was not sub- 
mitted to higher authority for approval, but went into effect after 
having been negotiated between the area people and the storage 
contractors ¢ 

Mr. Troyer. That’s right. 

We later asked that all such contracts be submitted for consideration 
at the Washington level; so, I am sure that previously- 

Senator Hickenvoorer. All right; but up to that time do you know 
whether or not the authority here in W: ashington had sent out a pre- 
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liminary or a prior blanket approval to the area headquarters that, 
if in their discretion they wanted to put on extra guaranties, they 
might in negotiating contracts at that level, and they would not have 
to submit those to Washington ? 

Mr. Troyer. I do not recall that that went out. Mr. Underhill 
could answer more definitely than I can on that. 

Senator HickeNn.Loorer. Who would have authority above the area 
level, who would have final authority, to authorize such extraordinary 
contracts ¢ 

Mr. Troyer. It would be in Mr. Kruse’s office at that time. 

Senator HickenLoorer. And Mr. Kruse was at that time the 
Director—— 

Mr. Trorer. Of commodity operations. 

Senator HickeNLoorer (continuing). Of commodity operations ‘ 
Mr. Troyer. Yes. 

Senator Hicken.oorer. Although he can testify for himself, I take 
Mr. Kruse’s authority would eventually come from the Secretary ¢ 
Mr. Troyer. Or the PMA Administrator. 

Senator Hicken Loorer. Under the law. That is, the law is the 
first fountainhead of authority. The Secretary is the executive officer 
to carry out the law who, in turn, would give such authorization to Mr. 
Kruse. That would be necessary; is that correct ¢ 

Mr. Troyer. That’s right. 

Senator Hickentoorer. I am merely trying to get the chain of 
authority here, where this authorization came from. 

Do you know whether or not at any time prior to the Camp Crowder 
contract—I think I asked you that question a moment ago—there had 
been any specific authorization from the top authority in this program 
down, authorizing the local-area level to make exceptions to the—— 

Mr. Troyer. It is my belief there was none. 

Senator HickENLoorer. It is your belief there was none ¢ 

Mr. ‘Troyer. That’s right. 

Senator HickenLoorer. So that the exceptions in the Camp Crowder 
case—and I am merely confining it to one illustration—to the stand- 
ard contract were, according to your belief, made upon the initiative 
of the area people there, consummated on their initiative, and it was 
considered binding upon both the Government and the contracting 
people who furnished the facilities ? 

Mr. Troyer. That’s right. The concession was made on this basis 
to encourage the making available of storage space that we could use 
to meet our needs, 

Senator Hickenvoorer. I understand the reason that has been ad- 
vanced. What I am trying to follow here is the authority, where the 
authority came from, whether it was the local-area people who as- 
sumed the authority on their own or whether they were directed by 
directives or direction from higher authority to do this in certain 
cases. That was the purpose of my question. 

The CHarrMan. Senator, it was brought out here that there were 
two or three kinds of contracts. 

Mr. Troyer. That’s right. 

The Cuairman. And I think when we heard the Harris case, as 
well as the Midwest case, it was developed then how those contracts 
were entered into. Now we have another class that we found last 
week wherein there were 25 contracts, as I recall, that were not en- 
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tered at the Chicago level. It came from the Chicago district, but they 
were written and proposed up here in Washington and sent to Chicago, 
and I presume Mr. Cotter is going to go into that. 

Several companies came to Washington and dealt directly with 
the authority here in Washington, and there was apparently a direc- 
tive written out from Washington to the Chicago office, “This is 
what we want you to get into.” We would like to go into that case, 
and I presume Mr. Cotter is going to do that. He should find out 
why it was necessary in contracts of that nature for the authority to 
emanate from Washington rather than on the local level. Let us take 
the case of Cargill & Co., for instance, a big Minnesota concern. As 
I understand it, somebody from that concern came to Washington 
and negotiated with somebody in Washington, and he, the Cargill 
representative, went out to the Chicago office with a letter in his 
pocket that said, “This is the kind of contract we want you to enter 
into,” and the Chicago office, according to the evidence we have 
gotten so far, had no say about it. They simply had to follow this 
letter. Do you know anything about that ¢ 

Mr. Troyer. Yes; indeed | do, Senator. 

Senator Arken. Mr. Chairman, one question with regard to the 
Midwest I would like to get in ahead of the Cargill case. 

Was it not unusual for a regional office, such as the Kansas City 
office, to enter into a contract with extraordinary provisions without 
referring it to the Washington office for approval ? 

Mr. Troyer. I think you will recall, Senator, that at about that 
time we had definite instructions to decentralize our operations. Due 
to the fact that the operations were getting large enough, we did not 
have suflicient force here in Washington to give the service. 

Senator Arken. Wasn’t it true that, rather than giving the Kansas 
City office specific authority to enter into this contract, it was lack of 
any specific prohibitions which permitted them to enter into the con- 
tract without consulting the Washington office ? 

Mr. Troyer. Mr. Underhill may have a special letter on that. 

Senator Arken. I don’t know that that is important. I thought, 
in the light of everything that has been said in relation to the case, it 
seemed unusual they would enter into a contract of this nature with- 
out consulting with, or referring the matter to, the Washington office. 

Mr. Troyer. If there is any special change in operations set up as 
a rule, at least there was telephone clearance or discussion of what the 
policy might be in the future on such operations with the Washington 
office. 

Senator Arken. This was a separate case rather than a policy. 

The Cuatrman. As you pointed out, the only thing that was actual- 
ly changed in the contract, if you call it a change, was that the opera- 
tor was assured that he would have a certain number of bushels to 
store. y 

Mr. Troyer. That’s right. 

The Cuarrman. During the particular year. 

As for the rate of pay, it was the same, and this guaranty was more 
or less given as an inducement in order to provide more facilities 
at that time, which were very necessary ; is that correct ¢ 

Mr. Trorer. I think there is one point we should add to that, and 
that is the operations such as they were conducting in these storage 
facilities was not a standard elevator operation. In other words, 
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they did not have the elevating equipment, trucking equipment, and 
all that, which had to be provided, the necessary set-up to take care 
of it. 

Senator Arkex. You would not have approved the waiving of a 
financial statement had you known about the matter; would you / 

Mr. Troyer. I think we should know the financial responsibilities 
of the parties in every case. 

Mr. Watson. That is one thing, Senator, I wanted to bring out. 
Even with all these cases, Camp Crowder for example, they were still 
operating under our Uniform Grain Storage Agreement, and about 
the only difference I am aware of on that type of contract was that 
we did guarantee them a certain amount of grain going into their 
house. Otherwise, they would be on the same basis at the other ware- 
house, the same rate—— 

The Cuarrman. | think Mr. Harris produced a letter here from 
someone indicating that he was going to have a certain amount of 
grain, and that was an inducement to him to—— 

Mr. Troyer. That’s right. 

The Cuamman. And, by the same token, the Midwest had a contract 
similar to that, and the probabilities are that that space would not 
have been made available to the Government or to the Commodity 
Credit unless the warehousemen were assured a certain amount. 

Senator Arken. But in these cases they got the uniform rates for 
storing the grain. 

Mr. Troyer. That’s right. 

The Cuarrman. As | understand it, the contract was the same in 
every respect except that they were assured a certain amount of grain 
for a certain period of time. 

Senator Kem. Don’t you agree, when the Government is extending 
certain privileges or making available certain guaranties to some 
citizens that are not made to others, that it should be done under 
definite rules and regulations that are made public and understood 
by the public generally ? 

Mr. Watson. Of course, under our standard operation regarding 
any guaranty, we operate with the warehouseman to the full extent 
that we do acquire grain in his house. We can’t guarantee any volume 
of grain going to—— 

Senator Kem. I did not make myself clear. Will you read back my 
question, please / 

(Senator Kem’s question read by the reporter.) 

Mr. Watson. I think in general that that would be correct. 

Senator Kem. That was not followed in this case, was it ? 

Mr. Watson. Well, I think we would have to consider these as 
isolated cases in that we needed the storage. 

Senator Kem. Would you read the question, please ? 

(Senator Kem’s question read by the reporter. ) 

Senator Kem. These cases. 

Mr. Watson. Well, about the only way I can answer that is to 
say that we did attempt to make our need for such a type of storage 
familiar to the trade; that we did issue press releases that we were 
interested in this type of storage particularly on our guaranty. 

Senator Kem. Did these releases outline what guaranties would be 
made available and under what conditions ? 

Mr. Watson. Under our storage guaranties, yes, sir. 
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Senator Kem. Would you get those releases so they can be put in 
the record ¢ 

Mr. Warson. Mr. Troyer is familiar with that, and we will intro- 
duce that into the record. 

(The information referred to is as follows :) 


Exursir 60 


DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, August 2, 1949. 


CCC WILL OFFER COMMERCIAL STORAGE GUARANTIES 


The United States Department of Agriculture today announced that the Com- 
modity Credit Corporation will offer storage-use guaranties to encourage the 
construction of needed additional storage facilities by cooperatives and other 
commercial enterprises. 

Under the national storage program which was announced by the Depart- 
ment on June 7, efforts have been directed at increasing on-the-farm and non- 
commercial storage. On July 21 the Department announced a plan for CCC 
purchase of bins and comparable structures for storage of shelled corn and other 
grains acquired by CCC under price-support programs. 

The additional storage program provisions announced today are directed 
at expansion of commercial-type storage. 

The Corporation is not lending money for this construction, but will agree to 
guarantee occupancy of newly constructed facilities for a short period of time. 
Among offers already received by CCC is one under which auxiliary facilities 
would be built to connect with existing elevators and under which CCC would 
guarantee full uniform grain storage rates for the first year and not to exceed 
8O percent of such rates for the second year. 

Guaranties will be limited to structures built in areas with demonstrated long- 
term storage needs. State and county committees of the Production and Mar- 
keting Administration will recommend specific locations, and the dates by which 
such storage must be ready for use. 

Persons interested in additional information regarding details of the program 
may obtain it from Elmer F. Kruse, Manager, Commodity Credit Corporation, 
Room 212 West Wing, Administration Building, United States Department of 
Agriculture, Washington, D. C. 


DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, December 1, 1949. 


CCC OFFERS TO GUARANTEE GRAIN STORAGE OCCUPANCY IN AREAS WHERE STORAGE IS 
SHORT 


Details of a Commodity Credit Corporation program to encourage construction 
of commercial warehouse facilities for the storage of grain in areas where such 
storage is inadequate were announced today by the Production and Marketing 
Administration, United States Department of Agriculture. Under the program 
(preliminary announcement of which was made last August) the CCC will enter 
into storage agreements with cooperative associations and other commercial 
warehousing agencies guaranteeing use of 75 percent of the new storage capacity 
for a period of 3 years in completely new storage structures, and for a period of 2 
years in new additions to existing storage structures. 

Commodity Credit Corporation will not finance grain elevator construction. 
However, the Bank for Cooperatives (Farm Credit Administration) is author- 
ized by section 417 of the Agricultural Act of 1949 to finance up to 80 percent 
of the cost of construction of new storage facilities built by cooperatives which 
have received a commitment under this program. 

Storage occupancy agreements with both cooperatives and other commercial 
warehousemen will provide that 75 percent of the storage capacity be reserved for 
grain which may be tendered by CCC or by farmers for storage for their account. 
The rates in effect under the Uniform Grain Storage Agreement of CCC will be 
paid for grain stored in these facilities by CCC. If less than 75 percent of the 
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facility is used, the CCC will pay 10 cents a bushel for the first year, 9 cents for 
the second, and 8 cents for the third, for the unused portion of the 75 percent of 
capacity. This is less than the amount paid for grain storage because of the 
savings in insurance, handling, and labor charges accruing to the warehousemen 
when storage space is not filled. 

Department officials stated that storage near the point of production was 
desired and country elevator construction would be preferred to terminal or sub- 
terminal construction. It was further indicated that in contrast to bulk-grain- 
handling facilities, which are short in many sections of the country, “flat” storage 
facilities are generally adequate, although the Department is considering pro- 
grams for expansion of peanut and cottonseed storage facilities in some areas. 

All persons or organizations interested in negotiating contracts for storage 
eccupancy in new structures in accordance with the program announced today 
should consult the lecal county or State PMA committee. Applications when 
completed, together with State and county recommendations, should be for- 
warded to the Transportation and Warehousing Branch, PMA, Department of 
Agriculture, Washington, D. C 

The Cuarrman. All right, Mr. Cotter. 

As I stated a moment ago, during the course of the hearings last 
week we had a witness testify that there were 25 cases in which the 
agreement was prepared in Washington and the outstanding one was 
the ¢ ‘argill Co. of St. Paul, and the Chic ago director told us that he 
received instructions by way of a memorandum from Washington 
indicating how and under what terms and conditions this contract 
was to be entered into between the Commodity Credit Corporation, 
working out at Chicago, and Cargill & Co., and it involved certain 
oil tanks. 

Mr. Troyer. Oil tanks; that’s right. 

The Cuarrman. Somewhere in Illinois. 

Mr. Troyer. Norris City. 

The CHarmman. I wonder if you take that case in particular and 
then we will take the others in order, and tell us why was it necessary 
that this contract be negotiated in Washington and not on the local 
level, as many others were negotiated. 

Senator Arken. Why was the Chicago office not advised that the 
negotiations were in progress ? 

The Cuarrman. Yes, anything connec ted with it. 

Mr. Troyer. Maybe I can clear that point up a little. 

At that time I was an employee of the Chicago office and I had been 
called in to Washington in regard to our operations in connection 
with bin purchases and takeover of corn. 

Don Smith, deputy director of the Chicago office, had also been 
called in to Washington on that. At the same time we had representa- 
tives of a number of States who indicated what our total need was, 
what the possible need would be from deliveries that would be made 
to Commodity Credit Corporation. 

The CuHarrman. Was the director of the Chicago office aware of 
your presence in Washington ? 

Mr. Troyer. Yes, indeed. 

The Crarrman. As I recall he appeared a little surprised that 
was handled that way. That is the impression I gathered. 

Senator Arken. He said he knew nothing about it. 

The CHamrMan. Probably about the details. 

Senator Arken. Mr. Smith also was here at the same time. 

Mr. Troyer. In regard to our storage needs, Chicago had definitely 
indicated to us by reports what their possible needs were. 
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Mr. Correr. Why would Washington be handling that when it 

was Chicago’s territory? Wouldn’t they be more familiar with their 
own territory than Washington ¢ : 

Mr. Troyer. We are getting over to the transition w here we actually 
had storage guaranties and which were handled at the Washington 
Jevel and signed by Mr. Kruse instead of being handled 

Mr. Correr. Do you know what the purpose of that was, why they 
had to be handled at the Washington level ! 

Mr. Troyer. The principal reason, as I got it at that time, was 
there was a certain amount of storage that could be made available 
to us, but they did definitely want to enter into a special contract on 
it, such as this is different from our uniform agreement to the extent 
that it was only a 1-year guaranty, and we did write guaranties that 
covered as much as 2 years’ operation or 90 percent of the facilities, 
were made. ‘They were all handled at the Washington level. 

The Cnarrman. You did not have any authority on the Chicago 
level to do that? 

Mr. Troyer. That’s right. There’ was no authority assigned to 
that. 

The Cnamman. Why couldn’t Chicago have negotiated and told 
you about it 

Mr. Troyer. Well, when you get into an operation as large as this, 
this involved 5 million bushels of storage, and it was necessary to clean 
those tanks, it was necessary to set up the equipment to handle them, 
it was necessary to arrange for trucking from one receiving point to 
another. In other words, we did not have normal elevator operations 
there at that point. 

Senator Arken. When was that contract made, Mr. Troyer? 

Mr. Troyer. I believe it was signed one of the last days of August, 
about the 26th of August 1949. 

The CHarrmMan. Will you tell us who the chief actors were on each 
side ¢ 

Mr. Troyer. Yes; I think this memo here will cover that, if I can 
find it. 

Senator Arken. Mr. Troyer’s statement here does not make sense. 

Mr. Troyer. I will try and clear it up. 

Senator A1rken. You said the Kansas City office had full authority 
to enter into contracts in the Midwest case and the Harris case in 
September 1949, but you were changing over, so that the Chicago 
office was not expected to enter into a contract with C: irgill in August 
1949. This is a month before. 

Mr. Troyer. This storage problem developed over a period of time 
there when it became more severe. In other words, it had begun to 
look as if we were not too sure if we could get bin facilities to take 
care of some of these deliveries. August 2 was the date of the letter 
which cleared, indicating that that would cover the Norris City set-up. 

Senator Arken. August 2? 

Mr. Troyer. That’s right. 

Senator Hickentoorer. Mr. Chairman, I wonder if I could ask a 
question. 

The Cuatrman. Certainly. 

Senator Hicken.oorrer. It is completely irrelevant to the present 
line of questioning, but just to get some information, Mr. Troyer, do 
you have any estimate at the moment as to how much grain in storage 
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was lost as the result of the Missouri River floods; I mean those bins 
up and down the river that were flooded ¢ 

Mr. Troyer. We have asked for a detailed report from our States, 
which came in, and most of the States are in, this morning. I have 
asked them to summarize that figure. 

I could summarize it later, but I don’t have it available just as the 
present time. When you t: alk about true losses, there is a very limited 
amount that was really lost. We had damaged grain at several dif- 
ferent points. 

Senator HickeNn Loorer. I saw a yellow stream of it going down the 
Missouri River from a number of bins that had broken out there. a 
lot of them, and I thought thi at the loss must have been substantial on 
those flats out there. 

Mr. Troyer. On the basis of our sales, sales that we have made have 
been computed on the basis of recorded content of the bins, so I think 
there may be exceptions. There may have been bins that were actually 
washed away, which you did see. 

Senator Hickenioorer. I saw a lot of exploded bins, broken bins. 

The CHarrman. Were they all Government-owned bins that floated 
away ' 

Mr. Troyer. There was damage to other grain there too, farmers’ 
ori ain, also elevator dam: ive. In fact, our most serious condition of 
any site at Whiting was in the back yard of two elevator men who had 
their own--— 

Senator Munpr. On that same point, when you get all your figures 
together, are you going to be able to break them down to show how 
much loss was sustained by the Commodity Credit and how much by 
commercial warehousemen and elevators, and how much by farmers 
themselves / 

Mr. Troyer. We have got the figures that they have given in as the 
original estimate. We have asked them to recheck on that and keep 
t up. and try to get us the final figures at a later date. The first time 
around we don’t ordinarily get those completely covered so we can say 
this is the actual figure, but we are trying to get it. 

Senator Munpt. Will you get figures on all those three categor ies $ 

Mr. Troyer. Yes: we have asked for estimates on that. 

Senator Munpr. On corn, too. 

Mr. Troyer. A big amount is corn damage, Iowa, Nebraska, South 
Dakota bin sites were really corn storage. 

Senator Hicken.oorer. I flew over the area there and I saw a lot of 
these bins blown out at the bottom. 

Senator Munpr. When you get that compilation, unless you are 
going to put it in this record—there is no particular reason it should 
be here—would you send copies to Senator Hickenlooper and myself? 
We would be interested in getting those figures. 

Mr. Troyer. I think we will have the first report available sometime 
tomorrow on that. 

Mr. McArruur. Mr. Chairman, I have talked to the lowa State 
committee and they have told me that there has been very little loss 
from the corn floating away, because the bins were in a stagnant area. 
When they busted open, there was very little washed away. 

Senator Hicxentoorrer. I saw two particular storage sites where the 
grain was washed away, but that was a limited amount. There were 
comparatively few bins, but I wonder how often that happened clear 
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up and down the valley. There were a number of them that were in 
stagnant water where they burst, but some of them did wash away. 

Mr. Correr. Mr. Troyer, we were talking about Cargill, and I think 
you made some explanation that you were here in Washington but | 
don’t understand that because we received testimony from the Chicago 
witnesses of the Commodity office there that they would have neve: 
approved that site, that they were just told to do it. 

Actually, there is evidence that one of their warehousemen had been 
down to the site prior to the consummation of the contract and that 
the temperature down there in those tanks was something betwee. 
115 and 125 degrees, and I think experience has shown that their judg 
ment on the thing was sound. I wish you would explain in a little 
more detail or more clearly how that particular deal came about. 

Mr. Troyer. Well, I think I should go back this far, that our over 
all indicated need for storage was heavy in that particular area. |) 
other words, it was an eastern point, or at least in the central part of 
Illinois. The big source of our grain was originating from space that 
was not available for storage in Iowa. Asa result we were in a posi 
tion where it should be accepted to meet our storage needs. 

Mr. Correr. I can see the emergency, but I don’t understand the cir 
cumstances under which Washington took over the job of inspecting 
and approving and guaranteeing these contracts. 

Senator Arken. Did the evidence show, Mr. Cotter, that the bins 
were actually inspected? I don’t recall that they were inspected by 
the Washington office. 

Mr. Troyer. I don’t recall that they were, either. 

Senator Aiken. Were they? 

Mr. Troyer. No. 

Mr. Correr. The only inspection you had was Chicago, and that 
was—— 

Mr. Troyer. The inspection was made at Chicago because we did 
not have help available to do it. 

Mr. Correr. On these 25 other cases, Chicago says they made no 
inspection. Do you know if an inspection was made at Washington ‘ 

Mr. Troyer. I think you are getting into this storage guaranty the 
latter part of 1949 and also in the spring of 1950, where it did require 
the States and counties to make recommendations in regard to whethe: 
such facilities were needed, whether they were available, and whether 
they would take care of CCC storage needs at that point. 

Mr. Correr. Here is an instance that the State PMA is working 
independently of your regional commodity office in getting extra 
warehouse space ? 

Mr. Troyer. To recheck whether it is needed and what could be 
available; yes. 

Mr. Correr. I understood that they were very active at that time in 
a bin-site program of construction. 

Mr. Troyer. That’s right; they were. 

Mr. Correr. But do they also enter into the commercial-warehouse 
field ? 

Mr. Troyer. That’s right, because of the fact of late delivery of 
bins, and so forth, complicates the situation in a number of counties. 

Mr. Correr. Why wasn’t that coordinated into the regional com 
modity office that was handling the main problem of commercial ware- 
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houses, and why was it necessary in those cases where, as you say, the 
State PMA was involved, there had to be guaranties ? 

Mr. Trorer. With the operations, which was a large problem with 
the necessity of handling it in a relatively short time, the authority 
was taken here and carried out on the storage guaranties after the 
Board meeting authorized such set-up to be made, and we did check 
back with the area office in all cases following the regular program 
set-up in which we asked them to indicate whether there was any past 
problems with the operator or anything of that kind to get them on 
record as to that, and whether the location of such facilities would 
meet their freight needs, ordinary movements, and so forth. 

Mr. Correr. Were you in charge of this program, Mr. Troyer? 

Mr. Troyer. No; I wasn’t directly in charge. 

Mr. Correr. At that time ? 

Mr. Troyer. I wasn’t directly in charge of it. The Transportation 
and Warehousing Branch handled the program later in 1950, and at 
that time I was Deputy Director of Transportation and Warehousing 
Branch. 

Mr. Watson. I would like to clear that up a little bit. It is true 
that the State committees and the county committees did concern 
themselves with the increased storage of commercial warehouses. We, 
of course, thought that they knew more about the local condition than 
most of the rest of us, and they did make recommendations. 

( Discussion off the record. ) 

The Cuarrman. In other words, the reason why the Midwest Co. 
went into this, and the reason why they got this inducement, was 
that they were promised this grain, and that is what caused them to 
make this expenditure, but this is a little different type of inducement 
that we are now dealing with. 

Senator A1rkeN. As I understand it, the State or county committees 
did look into some of these 25 guaranteed contracts which were made 
out there and which went out direct from Washington. Did the 
county committee or State committee recommend the Cargill con- 
tract and the oil-tank facilities ? 

Mr. Troyer. Did they on that particular case ? 

Senator Arken. Yes. That seems to stand out from the other 24. 
It does in my mind. 

Mr. Troyer. When you get into a 5-million operation, a 5-million- 
bushel capacity—and that was the basis that was worked on—we 
checked with the possible needs for the States as a whole, and it was 
one of those that would fit into shipment out of Lowa, and so forth, 
where we could not have a home for that grain. 

Mr. Correr. Well, Mr. Troyer, I think the evidence from the Chi- 
cago commodity office is directly contra to that, too; that the site 
itself was off your transit rights-of-way. 

Mr. Troyer. They were. 

Mr. Correr. In any event, it was very difficult to get the grain in 
and very difficult to get it out, not only from the physical position of 
the tanks themselves but because of its general location with respect 
to railheads, and so forth ; isn’t that correct ? 

Mr. Troyer. They had to work out special billing and routing to 
get it in there ; yes. 

Mr. Correr. I thought you just testified that it was chosen because 
of its advantageous site with respect to Iowa. 





1328 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Troyer. Other sites weren’t available. In other words, it was 
the only thing that we did have to answer that problem for storage. 

Mr. Correr. Were you responsible for that contract? Did you 
have charge of it? 

Mr. Trove. No; I did not. At that time I was consulting in 
— meetings with our State people as to what the future need might 
e 

Mr. Correr. There was some testimony, I think, Mr. McArthur, that 
it was discussed with you. Do you recall that contract ? 

Mr. McArruvr. This matter of storing grains in oil tanks was dis- 
cussed quite thoroughly in the Grain Branch with Mr. Tripp and Mr. 
Leroy Smith, who was Director at that time, and it was difficult for 
us to see that the emergency was such that it required the use of that 
kind of storage. 

Senator Arken. As I recall it, the testimony of the officials of the 
Chicago district office was to the effect that Mr. Weston Grimes came 
in to Wirt and personally arranged this contract which was 
made between Washington and the Cargill Co., which he represented, 
and bypassed the State officers; and, while the emergency might have 
been such as to require the need of all the facilities available, yet cer- 
tainly it could not have required the use of unsuitable facilities. It 
seems that there should have been some inspection of the facilities 
before agreeing to the contract. That is the thing that is puzzling 
me and possibly others. 

Mr. Correr. Did you talk at that time, Mr. McArthur, about the 
situation ? 

Mr. McArrucr. I don’t remember that I did. 

Mr. Correr. Did you approach Cargill or did Cargill approach you 
with the proposit ion ¢ 

Mr. McArruvur. Personally, I didn’t participate in the formulation 
of the plan. In answer to your question, there were some other oil- 
tank “farms,” as they call them that had been proposed, I believe, in 
Texas -_ possibly in Oklahoma. 

Mr. Correr. Possibly where ? 

Mr. mm In Oklahoma, and I only participated in the gen- 
eral discussion relative to the use of oil tanks. 

Mr. Correr. Cargill proposed these various sites ? 

Mr. McArruvr. No: there was some other individual in behalf of 
the owners of the oil tanks who was up here exploring the possibilities 
of grain storage. 

Mr. Correr. Was it the same company that had the three sites, or 
different individuals? 

Mr. McArruvr. As I remember it, one fellow was trying to make 
the deal for the use of them. 

Mr. Correr. Who is that? 

Mr. McArruvr. I have forgotten his name. 

Mr. Correr. Where was he from? 

Mr. McArruvr. I believe from Oklahoma, if I remember. (Rogers 
& Wright, Tulsa, Okla.) 

Mr. Correr. Was he also interested in the Illinois tanks? 

Mr. McArruoer. I don’t remember that he was. 

Mr. Correr. Would they have accepted those tanks in Oklahoma 
and Texas? 
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Mr. McArruvr. The tanks at Mexia were put into use and were 
very satisfactory. 

Mr. Correr. Is that in Texas? 

Mr. McArruur. Yes; Mexia, Tex. 

Mr. Correr. How many bushels of grain did you store there ? 

Mr. McArruvur. Two companies, each of which stored 10 million 
bushels or more. 

Mr. Correr. What are the names of the companies; do you recall? 

Mr. McArruovr. Cargill Grain Co. and Harvest Queen. 

Mr. Correr. Did they have guaranteed-income contracts as dis- 
tinguished from the Midwest type of guaranty ¢ 

Mr. McArruvr. I couldn’t answer that. 

Mr. Correr. Do you know, Mr. Troyer ? 

Mr. Troyer. I think they were one of the early ones that were ap- 
proved. I would have to check that. We hada break there that came 
along in September. 

Mr. Correr. I think the Chicago office said they had 25 guaran- 
teed contracts, storage contracts, but only one guaranteed-income 
contract, which was this Cargill contract. 

Mr. Troyer. That’s right; that’s the early ones. 

Mr. Correr. What do you mean by “the early ones”? What do 
you mean by that? 

Mr. Troyer. I mentioned a little while ago that on the first ones 
that were handled as guaranties it was a 2-year guaranty of 90 per- 
cent of the capacity would be filled. They were signed by Mr. 
Kruse. 

Mr. Correr. Now, aren't we getting into a different program ? 
Isn’t that where there was construction and a newly erected ware- 
house or an annex built on existing warehouse / 

Mr. Troyer. Under the first ones, that wasn’t a limitation on it. 

Mr. Correr. It wasn’t? 

Mr. Troyer. When the Board action was finally set up and the 
guaranteed-storage-agreement program was actu: ally launched, as I 
think of it, then they did write in that there were to be new facilities. 

Mr. Correr. Can we have your estimate as to when that started 
with respect to when these contracts were signed ? 

Mr. Troyer. Board action, as I remember, in January 1950. It 
may have been a little later than that. 

Mr. Correr. The main program; is that right ? 

Mr. Troyer. The main program. I think those are the types of 
contracts that Chicago is mentioning in connection with this. 

Mr. Correr. In 1945 Chicago says they had these 25 guaranteed 
contracts that they had nothing to do with. Do you know how much 
there were for the entire country of that nature as distinguished 
from any other type ¢ 

Mr. Troyer. If I am right on the date, if you are thinking after 
the grain actually—after we got into the guaranteed program ? 

Mr. Correr. I mean 1949. 

Mr. Troyer. I want to be clear that we are right on what we are 
talking about here. 

The 1949 program, there were about 40 of those, and I would have 
to check to get the exact figure. 

Mr. Correr. About 40 
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Mr. Troyer. That were signed here. Following that, there was 
400-and-some that were handled under the other type of program 
which was written guaranty, and so forth. 

Mr. Correr. And, of the 40, 25 were in the Chicago area ? 

Mr. Troyer. No. I think they were talking about some of those 
that followed through on this other; did they not? Did they talk 
about the preliminary program ? 

Mr. Correr. The 25 that were signed in Washington, the guaranty 
came from Washington. 

Mr. Troyer. O. K. 

The Cuamman. Now, Mr. McArthur mentioned success in Texas 
by the use of these oil tanks. Was that contract entered before or 
after the Illinois contract was made? 

Mr. Troyer. As I recall, it was prior. Maybe Mr. Underhill can 
clear us on that point. 

Mr. McArruvr. I am pretty positive that Texas contracts were 
entered into later, and I would say this—— 

The Cuatrman. Later than Chicago? 

Mr. McArruvur. Yes, and I would say this: that Harvest Queen 
put in an aeration system. 

The Cuatrman. That is what I was going to ask. 

Mr. McArruvr. That was very good. 

The Cuarmman. Do you think if the same thing had béen done in 
Chicago it might have turned out better? The evidence shows here 
that the temperature in some of these tanks was 115 degrees, no aera- 
tion at all; and there is no doubt in my mind that that is what caused 
that grain to deteriorate. 

Mr. McArrnvr. Of course, Senator, in Norris City corn was stored. 
In the Texas facilities wheat and grain sorghums were stored, but 
Harvest Queen put in an aeration system and they could draw air 
down through and they kept air circulating from the top. In the 
Cargill set-up down there, they covered the grain with straw, which 
absorbed the moisture rising through the grain and insulated against 
the heat. 

Mr. Correr. Have you shipped out of those houses yet? 

Mr. McArruvr. Oh, yes; it’s mostly out now. 

Mr. Correr. And no damage? 

Mr. McArruvr. I know of no damage. 

Mr. Correr. You can’t tell us whether they were guaranteed pro- 
orams or not, guaranteed storage ¢ 

Mr. McArruvr. I don’t know what the contracts were. 

Mr. Troyer. I think they are, and I think since Mr. MeArthur hit 
the point here that we were taking care of our storage problems in 
connection with grain sorghums and wheat at that time, which was a 
later program, it should have come under our storage and guaranty 
program of 1950. 

The Cuarrman. Could you tell us whether or not the reason why 
these special contracts were entered into, whether they were on the 
Washington level or Chicago level or any other level, is because of 
the fact that storage was necessary and there was none available? 

Mr. Troyer. That’s right. 

The Cuatrman. When I say “none available,” I mean the ordinary 
warehouse. 

Mr. Troyer. Ordinary storage facilities. 
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The Cuarrman. And you had to seek and obtain what you could; 
is that right ? 

Mr. Troyer. That’s right. That is the problem we were trying to 
solve at that time; yes. 

Mr. Correr. Mr. McArthur, you don’t recall whether you talked to 
Mr. Grimes or any other representative of Cargill about this Norris 
City contract ¢ 

Mr. McArruvr. Very little, if any. 

Mr. Correr. Who might have done that? Who would have done 
that in your shop, if you didn’t? 

Mr. McArruvr. I think probably Mr. Tripp or Mr. Smith may have 
talked to him. 

Mr. Correr. We have Mr. Tripp here. We will have a whole row 
of witnesses. 

Mr. Tripp, can you add anything to this picture? 

Mr. Trier. Nothing, only I was called over to Mr. Kruse’s office. 

Mr. Correr. Will you be sworn ¢ 

The Cuatrman. I think he has been sworn. Do you solemnly swear 
to tell the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 

Mr. Trier. I do. 

The Cuamman. That is the second time I have sworn you. Give 
your name in full. 


TESTIMONY OF JOHN E. TRIPP, CHIEF, PROCUREMENT AND SALES 
DIVISION, GRAIN BRANCH, PMA, UNITED STATES DEPARTMENT 
OF AGRICULTURE 


Mr. Trier. John E. Tripp, Chief, Procurement and Sales Division, 
Grain Branch, Washington 

Mr. Correr. Mr. Tripp, did you talk to Mr. Grimes or any other rep- 
resentative of Cargill, Inc., in connection with this guaranteed income 
contract ¢ 

Mr. Tripp. I talked to Mr. Grimes a few minutes over in Mr. Kruse's 
office on this contract. 

Mr. Correr. What is the substance of that conversation ? 

Mr. Trrep. Mr. Kruse had apparently thought it was a good ar- 
rangement to make, and I was told to write the letter to Cargill, Inc.. 
on the guaranty of 1 year, 5,000,000-bushel capacity. 

The Cuatrman. What was Mr. Grimes’ connection with the Com- 
modity Credit Corporation? Did he hold any office? 

Mr. Trier. Grimes? 

The Cuarrmman. Yes. 

Mr. Tripp. No. 

The Cuatrrman. Was he on any kind of board as an individual or 
anything ? 

Mr. Trirr. Not this Grimes who was the Cargill representative here 
in Washington. 

The Cuarrman. Are there two Grimeses? 

Mr. Tripp. Yes, sir. 

The CuarmmMan. As I recall, there was one that was connected with 
some Government corporation here in Washington. Am I wrong in 
that ? 
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Mr. Trier. Ed Grimes was vice president of Cargill, the main 
office in Minneapolis, and was on some advisory committee or board 
here with the Department. 

The Cuarrman. What was that? What board was that? 

Mr. Trirr. I really don’t know the name of it. 

The Cuarrman. Did it have any connection with storage ¢ 

Mr. Tripp. It may have. 

The Cuamman. Do you know what board he was on, Mr. Me- 
Arthur? 

Mr. McArruvr. Mr. Ed Grimes, a vice president of Cargill at that 
time, during the war period, I think served on some advisory com 
mittees for the Department. He is the father of Weston Grimes. 

I think that during the war and following it, when we were having 
transportation diffic ulties, he did serve as chairman of an informal 
committee at Minneapolis to coordinate transportation, secure cars, 
and so on and so forth. I think he served in Washington here on 
advisory committees also. 

Mr. Correr. He wasn’t a paid employee of the Department, or do 
you know? 

Mr. McArruvr. Not that I ever knew of. 

Mr. Correr. And you say Mr. Weston Grimes is the son of Mr. Ed 
Grimes ¢ 

Mr. Trier. That’s right. 

Mr. Correr. That he was the Chicago representative for Cargill? 

Mr. McArruur. Washington representative for Cargill. 

The Cuarrman. Do you know whether or not Mr. Grimes is the man 
who proposed this storage or did somebody from the Department 
propose it ¢ 

Mr. Tripr. No; I don’t know for sure who might have proposed it. 
As Mr. McArthur says, there were a couple of men here in town talk- 
ing about a lot of these gas-tank storage—— 

The Cuarmman. Why was it necessary to move this grain from 
where it was to put it in these oil tanks?) Was it farmer-stored corn ¢ 

Mr. Trier. Corn being delivered to CCC. We had to put it some 
where. 

The CuarrmMan. You mean corn that was acquired by the Commod- 
ity Credit Corporation because the time for the Government to exer- 
cise its right to purchase was about to arrive and the Government was 
bound to find some place to store it. Did you have any other available 
place whatever that you know of? 

Mr. Tripr. Not that I know of. I wasn’t working too much on the 
storage and this is the only part of the thing I got into. 

Mr. Troyer. This was all happening right at that time we had a 
problem, as Mr. Tripp indicated, the quantities were being increased 
in every estimate they gave us, and as a result we knew we didn’t have 
sufficient storage fac ‘ilities in the State of Iowa and part of Illinois 
to meet our needs. 

The CuarMan. When you negotiated all of your proposed contracts 
for storage, did you find yourself in overage? I mea did you find 
yourself in a position where you had more ‘storage than you needed ? 

Mr. Troyer. No. Frankly, we had to go back to the farmers and 
tell them that they would have to resort to resealing and providing 
their own storage in part at least. 
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The Cuarrman. In other words, you still had to leave some of that 
old corn on the farm ? 

Mr. Troyer. That's right, and we did put up a special sales program 
out there with the State of lowa under which we attempted to sell the 
farmers on resealing for a year to help us out until we could provide 
bins for storage in the future. 

The Cuarrman. Was this storage facility that Cargill was to handle 
in the Chicago area to store Lowa corn ? 

Mr. Troyer. Iowa corn, with a limited amount of Illinois corn 
which they could feed in there also. Due to the location, we could 
bring only from certain directions 

The Cuatrman. Is it your view that even though Mr. Grimes was 
somewhat connected with the Government, that that had no influence 
on having him to handle this storage in Illinois ? 

Mr. Troyer. It would be my opinion that there is not. 

The Cuatrman. You didn’t hear anything about it? 

Mr. Troyer. I didn’t hear anything of it, and while I met Grimes 
afterward—— 

The Cuarrman. It was all on the up and up? 

Mr. Troyer. As far as I know. 

Mr. McArruur. Are you speaking of Ed Grimes or Weston Gri imes ¢ 

The Cuamman. I don’t know. The Grimes connected with Car- 
gill and the man that was on these boards up here. 

Mr. McArtruur. The senior, Mr. Ed Grimes—— 

The Cuarrman. | understand they are very well-respected people. 

Mr. McArrnuur. Yes. I have never seen a man in an advisory 
capacity on committee work divorce himself so thoroughly from the 
company that he was associated with, but I believe when we got into 
this storage program at that time, he was sick and near the age of 
retirement, he retired at least 2 or 3 years ago. 

Mr. Correr. Well, can anybody tell us how this Cargill proposition 
came up’ Chicago doesn’t know anything about it, and I am asking 
you gentlemen if you can tell me how it came up. Who had the 
propositoin’ Who put it forward ?¢ 

You did not go out there and inspect it. You didn’t know of that 
situation. You talk about a man in Texas and Oklahoma. We are 
talking about one in North City, Ill. Does anybody know how this 
deal developed ¢ 

Mr. Trier. As I understand it, as Mr. McArthur said, there were a 
couple of gentlemen here in town wanted to line up a lot of storage in 
these ts inks. 

Mr. Correr. Who were they ? 

Mr. Tripp. | forget their names. We have got them over there. 

Mr. Correr. Do they have any relation at all to Norris C ity ¢ 

Mr. Trirr. I wouldn't be too sure about that because the *y talked 
about a lot of tanks all over that apparently, as I recall, were owned 
by Standard Oil Co., and these men had no experience whatever with 
handling grain, and they were around here for 2 or 3 weeks trying to 
get somebody to agree—they were talking to Mr. Kruse and those 
people over there about storage, and that finally fell through — 
they didn’t have any experience with it. Cargill got interested i 
these tanks. 

Mr. Correr. Do you suppose you could find out who they were ? 

Mr. McArruvr. I imagine I can. 





1334 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Correr. Do you think they were interested in the Norris Cit) 
pro position f 

Mr. McArruvr. I imagine they were. 

Mr. Correr. Do you know the oil company that owned Norris City‘ 

Mr. McArruvr. I don’t remember atlas that was Standard Oi! 
or not. 

Mr. Correr. How did it develop from there, Mr. Tripp? 

Mr. Tripp. Cargill got interested in these tanks to see what they 
could do with them. 

Mr. Correr. Did Cargill! hear that these men were in town‘ 

Mr. Tripp. 1 guess so. 

Mr. Correr. Do you know how these men met Cargill, if they eve: 
did meet ¢ 

Mr. Trirr. No. 

The Cuarrman. You say those who applied had no experience, and 
it is possible that they interested Mr. Cargill in it? 

Mr. Trirr. I don’t know. I don’t know whether Cargill bought the 
bins or rented. 

The Cuarrman. Rather than fish around that way, 1 wonder if you 
gentlemen would try to get somebody from your office who could be 
more specific and tell us how this Cargill contract. was entered into, 
who started it, who initiated it, and things of that character. If not, 
why, we might be compelled to call Mr. Grimes in here, and I don’t 
want to go to that expense if we can do without it. 

Mr. Correr. Mr. McArthur, do you know how many conversions 
you have had of wheat, thefts of wheat in commercial warehouses ¢ 

Mr. McArruvr. No,I donot. All I know is what has been reported 


publicly. 
Mr. Correr. You don’t know any of your pore figures other than 


those that are public. I think you only make a public release where 
the case has been referred to the Department of Justice or there has 
been some criminal action taken or suit brought. 

Mr. McArruvr. That’s right. 

Mr. Correr. You don’t know the picture beyond that ? 

Mr. McArruvr. Oh, I have seen some preliminary reports. 

Mr. Correr. Actually, in your branch don’t you pass upon conver- 
sions? Don’t you screen conversions there? Don’t you people decide, 
in the past haven’t you decided in many instances that no prosecution 
would be made of a particular case where there was a shortage? 

Mr. McArruvr. No; we have not. 

Mr. Correr. I notice on your chart here—— 

Mr. McArruvr. That is recently. 

Mr. Correr. I am not talking about recently. I am talking about 
before 1952. Under Mr. Tripp here, under the Procurement and Sales 
Division, you have a claims settlement. Would that have anything to 
do, did that ever involve the screening of a conversion case? 

Mr. McArruvr. I think we used to screen them more than a year 
back, but for a couple of years we haven’t. 

Mr. Correr. Your procedures did not actually change until some 
time in January, did they, Mr. McArthur, where you were referring 
everything to regional attorneys or the Department of Justice? 

Mr. McArruvr. I think that the procedures for handling conver 
sion cases and that type of set-up provided that it should be reported 
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by the PMA commodity offices directly to Mr. Kruse who, in turn, 
referred them to fiscal and the Solicitor’s office. 

Mr. Correr. Whenever there was a disputed claim of over $5,000, it 
came to Washington, did it not? 

Mr. McArruvr. I think that’s right. 

Mr. Correr. From the commodity office ¢ 

Mr. McArruvr. Yes. 

Mr. Correr. Didn’t they have authority to settle everything under 
$5,000 whether it was disputed or not, and everything, regardless of 
how large, if there wasn’t any dispute about the amount? 

Mr. McArruvur. I would have to refer back to the procedure. I 
could not answer that. 

Mr. Watson. If they settled in favor of Commodity Credit, we 
had that authority up to $5,000. 

Mr. Correr. If a man, using an extreme example, was $1 million 
short, he could come in and say, “I have sold the grain, I haven’t got 
it, but I think I can pay it,” the local commodity office could settle that 
claim with him ¢ 

Mr. Watson. Perhaps I had better outline, Mr. Cotter, the pro- 
cedure as it operates. 

Mr. Correr. Let’s keep to the procedure prior to January of 1952, 
when there was a radical change. 

Mr. Watson. In general, our commodity offices have had the au- 
thority to handle our commodities that they have under their juris- 
diction. Ordinarily, argument with a warehouseman generally 
develops on conversion cases, we will say, about like this. 

The commodity office orders the grain out of a warehouse for ship- 
ment, we will say, for export program. By one means or another 
they become suspicious that there is conversion. Maybe he has 
shipped all the grain and there is no more grain left in the warehouse, 
or there are delays in loading orders or a hundred and one different 
things. 

At any rate, they ask for an audit, the commodity office, of this 
particular warehouse. Sometimes it is done by our own office of audit 
in PMA, sometimes it is done or requested through Compliance and 
Investigation. 

Mr. Correr. Could I interrupt you there? You say your own office 
of audit. Isthe office of audit under you ? 

Mr. Watson. No, sir, it is under the Administrator. 

Mr. Correr. Proceed. 

Mr. Watson. At any rate, we develop through this audit what we 
think is a conversion case. Then that is referred to our regional at- 
torney. In the past it was also referred in to the Washington office. 

Mr. Correr. Actually prior to February or January, this year, the 
regional attorney, unless it might be some most unusual case, would 
not see it until after it was screened by your operating people; isn’t 
that correct ¢ 

Mr. Watson. Who do you mean by “operating people?” Do you 
mean the commodity office ? 

Mr. Correr. Yes. I mean your commodity office, whether it is a 
field office or here or wherever it is. 

Mr. Watson. Of course, our reports go to several different places. 
The Office of Audit would send out a report to several different people, 
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the commodity office would get a copy. The chances are the Grain 
Branch would get a copy, probably Mr. Kruse’s office, possibly the 
Fiscal Division. 

Mr. Correr. Then somebody would decide whether to send it to the 
Solicitor for referral to Justice, isn’t that right ? 

Mr. Watson. Yes. Generally prior to last January I suspect that 
most of them came in to Washington and they were screened and 
analyzed at that point probably with our Solicitor here in Washington. 

Mr. Correr. A lot of them did not get to the Solicitor. You 
screened them out before he got them even, didn’t you? 

Mr. Watson. I am not aware of any of that nature, that is any that 
we handled in the Grain Branch which we screened ourselves in 
cooperation with 

Mr. Correr. You got a delegation from the Department of Justice 
you solicited back in 1949; I guess it started earlier than that, in 1943, 
wherein the authority was delegated to the Department of Agriculture 
to screen prima facie criminal cases. You are familiar with that ? 

Mr. Watson. Yes. 

Mr. Correr. That was just done for war emergency purposes as | 
recall, originally. Then in 1949 you more or less got a perpetual 
franchise on that authority via letters from Mr. Alex Campbell who 
was then Assistant Attorney General. You are familiar with that. 

Then the Solicitor set up in his manual this screening procedure. 
As I recall, there were eight grounds that you could consider which 
would influence your decision not to prosecute. Are you familiar with 
that ? 

Mr. Watson. I am not familiar with those eight points. 

Mr. Correr. I am wondering if in your own procedures in that it 
appears that your operating people both at the field level and the 
Washington level appeared to do much of the original screening prior 
to January, of these conversions and other types of irregularities, if 
you did not have in your own procedure, aside from the Solicitor’s 
procedures, procedures for this screening that you people were famil 
iar with. You say you are not familiar with any such regulations as 
that? 

Mr. Watson. No; I am not. 

Mr. Correr. Are you, Mr. McArthur? 

Mr. McArruvur. Anything that the commodity office sent in re 
cently was to Mr. Kruse, to Fiscal, to Solicitor, and we were called 
on for whatever information we could furnish both by Fiscal and the 
Solicitor. 

Mr. Correr. Are you only thinking back to February or January 
of this year? 

Mr. McArruvr. I think that has prevailed for some time. Maybe 
Mr. Tripp can tell how long. 

Mr. Correr. Can you, Mr. Tripp? 

Mr. Trier. At least 2 years. 

Mr. Correr. Pardon? 

Mr. Trier. I think for at least the last 2 years. 

Mr. Correr. You must have some procedure or regulations under 
which you operated. Do you? 

Mr. Trier. What he says is about what happened. 

Mr. Correr. I mean you must have some written regulations. 

Mr. Warson. I think you will find them under Fiscal. 
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Mr. McArruvr. You will find them under Fiscal. 

Mr. Correr. In that you would be the operating people and I 
understand did do some of the screening, it would seem that you 
would be doing the screening in accordance with regulations. You 
would have to be familiar with how you do it. 

Mr. McArruvr. I am sure you will find them in Fiscal. 

Mr. Correr. In Fiscal ? 

Mr. Watson. I am sure, Mr. Cotter, that ordinarily a claim aris- 
ing out in the commodity office, whether any matter, conversion, de- 
terioration, or any other matter would be referred back here to the 
Fiscal Branch at the Claims Section or Unit for making settlements, 
if they have to come to Washington, cannot be made in the field, 
would be handled through the Fiscal Branch. 

Now we would collaborate with the Fiscal Branch, give them our 
opinion of any cases on which they wanted advice. 

Mr. Correr. Who would make the decision in the thing? Wouldn’t 
it come up through any line of authority with recommendations and 
So forth ? 

Mr. Warson. Ordinarily any recommendation of course would 
come originally from the commodity office along with the claim, if it 
was sent to Washington. 

Mr. Correr. You mean the field office ? 

Mr. Watson. The field office, the area office. 

Mr. Correr. Would they send in a recommendation on a disputed 
claim over 5,000 ¢ 

Mr. Watson. They may or may not; yes. If they think they should 
make a recommendation, why I am assuming they would send it in. 
Most generally they would present just the facts. 

Mr. Correr. Doesn’t somebody in the Grain Branch pass upon 
that ¢ 

Mr. Watson. Not in a final manner, because the procedure is out- 
lined, the policy we would have would be outlined, in the fiscal pro- 
cedure. 

Mr. Correr. That is what I asked for. 

Mr. Watson. We would not normally have primary responsibility, 
let’s say, of making a determination on a claim involving grain. We 
would assist and give anyone the benefit of our opinion. 

Mr. Correr. I am wondering how you would assist. This is grain 
that you have the functions for handling and a shortage comes up, it 
seems to me that you should have some pretty clear-cut procedure or 
regulations to handle a situation like that. 

Mr. Watson. We do have, Mr. Cotter. 

Mr. Correr. Prior to January or February of this year? 

Mr. Watson. Yes, sir. 

Mr. Correr. I wonder if we could have them. We have had some 
difficulty in developing what the picture has been. 

Mr. Watson. Those would be in our general procedure involving 
claims or settlement for claims in the Fiscal Branch itself. 

Mr. McArruovr. I might volunteer that there are nine commodity 
branches, grain, cotton, livestock, and so on. Naturally that work is 
centralized in the functional branch. 

Mr. Correr. You mean in the Fiscal Branch. 

Mr. McArruvr. Fiscal Branch. 


20554—i2—pt. 2 13 





1338 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Correr. So actually you can’t give us much information on the 
number of wheat conversions you have had, actually had, and the 
number of bushels involved or the number of warehouses you have 
checked to determine whether they are short or not. Can you give 
us any of those facts? 

Mr. McArruor. No. 

Mr. Correr. Can you, Mr. Watson? 

Mr. Watson. No. They do not come primarily in to us, although 
we do get copies of audits and other information available. 

Mr. Correr. Perhaps I should not be, but I am a little surprised 
that you do not have any idea of the number of warehouses that you 
have wheat stored in. It would seem to me to be fairly closely related 
to an accurate inventory of wheat. 

Mr. Warson. We do not have that information in Washington, Mr. 
Cotter, but the commodity office can determine the number ‘of ware- 
houses they have in their area that are storing wheat for us as of any 
particular day. That information can be obtained, but we don’t have 
it in Washington. 

Mr. Correr. That does not fluctuate too much, does it ? 

Mr. Watson. Oh, not too rapidly, although we are moving grain in 
and out all the time. 

Mr. Correr. Are you suggesting that you are sufficiently decentral- 
ized that you don’t keep any control on that type of thing ¢ 

Mr. Watson. That’s right. 

Mr. Correr. At the Washington level ? 

Mr. Watson. That’s right. 

Mr. Correr. Do you know whether there is any system that I queried 
you earlier about, about keeping this grain moving or for knowing 
what year was stuck in a particular place, the dead : storage or things 
like that, any follow-up, any tickler system on your whole grain 
inventor y oper ation ¢ 

Mr. Warson. We can determine through the commodity offices the 
warehouse receipts that we hold covering any year’s grain. For exam- 
ple, we may have grain which we acquired in 1948, 1949, or 1950, any 
year. Those warehouse receipts are in the commodity offices. 

Mr. Correr. I don’t think you have answered my question directly. 
What I am trying to find out is if there is any system, any tickler sys- 
tem, for watching this grain inventory, and whether you don’t think 
if there isn’t, that such a system should be installed. 

Mr. Watson. We don’t have such a system on wheat. We are not 
particularly conscious of the age of the wheat stored. 

Mr. Correr. You say you are particularly conscious ? 

Mr. Warson. We are not particularly conscious. 

Mr. Correr. Is that because of the commingling factor ? 

The Cuamman. And also because of the responsibility of the ware- 
houseman ¢ 

Mr. Watson. Yes. 

Senator Arken. Could you tell how much wheat you have on hand 
today suitable for human consumption? Do you keep that record in 
the regional offices ¢ 

Mr. Warson. Yes. We can tell you the daily inventory of grain, 
and we assume that all of it is fit for human consumption, because if 
it is not, that is the fault of the warehouseman because we took grain in 
that was fit for human consumption. 
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Senator A1ken. How much wheat do you have on hand today ? 

Mr. Watson. I don’'t—— 

Senator ArkEN. Can you give that within a couple of million 
bushels ¢ 

Mr. Watson. I would say in the neighborhood of 70 million bushels. 

The CHamman, Seventy / 

Mr. Warson. Yes. 

The CHarrMan., Is that all? 

Mr. Watson. Yes. 

Senator Arken. You have no way of knowing how much of that 
70 million bushels in the hands of warehousemen may be in a deteri- 
orated condition ¢ 

Mr. Warson. No. 

Senator Arken. Your receipts call for good wheat ? 

Mr. Watson. Good wheat. 

Senator Arken. But you don’t actually know until you order that 
loaded out, how much of it is good ? 

Mr. Watson. And is delivered to us or we go in and inspect the 
warehouse, something like that. This 70 million I would like to clear, 

s prior to our take-over of April 30. It is old crop wheat. 

Senator Arken. Do you know how much you have written off from 
the good wheat because of failure of warehousemen to make deliveries 
within the last 2 years ¢ 

Mr. Watson. No; we do not have that figure. 

Senator A1ken. Who would have that figure? 

Mr. Watson. The commodity offices would have that settlement 
with the warehouseman and they can ascertain—— 

The CuatrmMan. Did you ever strike a balance? Here you are going 
to take some new wheat in, in April. Did you ever strike a balance to 
find out what the situation was as of the date that you are going to 
start taking in new wheat, how much was lost, how much you have 
on hand, how much you can’t recover, how much has been converted 
and all that ¢ 

Mr. Watson. Of course, we don’t write off any grain. We expect 
the warehouseman to make good on his warehouse receipt. We do 
know from dlay to day our inventory of grain. 

The Cuarrman. Why do you know you have 70 million bushels on 
hand? What causes you to say that? Is it because you have that 
receipt, [ mean the warehouse receipt, showing that quantity / 

Mr. Watson. That is right. 

The CHAIRMAN. You have never checked it, though ? 

Mr. Warson. By actual measure up at the house, no, we have not. 

The Cuarrman. Take these conversion cases that we have found 
here by GAQ. I think there are quite a few that concern wheat. Did 
you deduct that from the 70 millon bushels you have on hand, or is 
that included ? 

Mr. Watson. That would not—— 

The Cuarrman. You still have the receipts, but the wheat isn’t 
there. 

Mr. Watson. That would be in our inventory either in the form of 
the warehouse receipt or as a claim against the warehouseman. 

The CuarrmMan. But you would consider it though in the 70 million ? 

Mr. Watson. The 70 million. I don’t know as we would actually 
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count it as 70 million bushels of wheat or count it as a claim against 
the warehouseman. 

The Cuarrman. Who can tell us that? 

Mr. Watson. Our Fiscal Division. 

Senator Arken. If he has no wheat and he has no money, how do 
you know how much actual wheat you have? It would take an awful 
lot of those warehouse receipts to make a loaf of bread. 

The Cuarrman. I think a bank would have a bank run under that 
condition. It strikes me that here you are starting a new year, and 
since the amount of wheat you have on hand is so small, that before 
you take in another pound, something should be done to check on 
what you have. 

Mr. Watson. Of course the only practical way that we could do 
that if we assumed say April 30 as the day we wanted to strike, would 
be to actually go out and weigh up every warehouse on which we 
have a record of old warehouse receipts. I don’t know how many 
that would be as of last April 30, but that would be a sizable job, 
and of course that would be one way that we could actually deter- 
mine—— 

Senator Arken. Don’t you think, Mr. Watson, you might do a little 
better if you operated on the lines that you do in making out an in- 
come-tax return? When you have a loss of a million bushels, write 
it off, and then whatever might be recovered write back on to the 
amount on hand. 

The Cuamman. That is the way banks do it. That is the way they 
do with banks. Bad debts, when they collect them, become good 
debts. 

Senator Aiken. That’s right, and whatever part may be collected 
later on. Of course it goes back as a resource or a recovery, new 
business or whatever you want to call it. 

Mr. Watson. I am just not familiar enough with our accounting 
records that I could say that 70 million includes the warehouse re- 
ceipts where we know the warehouseman is short, or whether that 
bushel has been deducted and placed over into a claim against the 
warehouseman. 

The Cuarrmman. It must be because you depend entirely on the re- 
ceipts you have to determine the quantity you have on hand, is that 
right? I mean that goes without saying. 

Mr. Watson. I am not familiar enough to answer that. 

Senator Arken. There have been several million bushels in con- 
versions and you carry those bushels as being on hand, until any 
suit or attempted recovery is finally settled, don’t you? 

Mr. Watson. We have the warehouse receipts on hand, yes. 

Senator Arken. It seems as if the amount would be substantially 
short of the 70 million bushels for which you have warehouse re- 
ceipts, and nobody knows how much short. 

Mr. Correr. What are your impressions with respect to the need of 
quantity inspections, Mr. Watson ? 

Mr. Watson. I think it is desirable—— 

Mr. Correr. In wheat? 

Mr. Watson. Of course we propose to institute such a measure. 

Mr. Correr. And who would you have direct that? Would you 
have it directed from the Grain Branch ¢ 
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Mr. Warson. I think the Grain Branch would develop the proce- 
dure in the program itself, but I believe that the actual work itself 
should be carried out in the commodity offices with the Grain Branch 
directing, supervising that type of work. 

The CuatrmMan. The committee will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:30 p. m. the committee recessed to reconvene 
Tuesday, May 6, 1952, at 10 a. m.) 











INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


TUESDAY, MAY 6, 1952 


Unrrep Srates SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender, chairman, presiding. 

Present : Senators Ellender, Aiken, Thye, and Mundt. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The Cuarrman. The committee will be in order. 

Mr. Somers, come forward, please. Do you solemnly swear to tell 
the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Somers. Yes, sir. 


TESTIMONY OF JAMES J. SOMERS, DIRECTOR, FISCAL BRANCH, 
PMA, UNITED STATES DEPARTMENT OF AGRICULTURE 


The Cuarrman. Will you state your full name for the record, Mr. 
Somers ¢ 

Mr. Somers. James J. Somers. 

The Cuarrman. And what is your position with the Department 
of Agriculture ¢ 

Mr. Somers. I am Director of the Fiscal Branch, PMA, and Con- 
troller of the Commodity Credit Corporation. 

The Cuatmrman. There was some testimony here yesterday with re- 
spect to the manner in which conversions were handled as it might 
reflect on the inventory, and the Department has asked that you be 
called to clear up that testimony. 

I think there was a little confusion with respect to it. Do you just 
want to go ahead and explain how you do handle notices of conversion 
with respect to your inventory ¢ 

Mr. Somers. Yes, sir. We have a regular procedure which is pre- 
scribed in our formal accounting procedures to the commodity offices 
which requires that as soon as the shortage is determined and as soon 
as they know that a claim is to be established, that appropriate entries 
are made reducing the inventory accounts and setting up receivable or 
claims accounts. 

If I may read Just a paragraph or two from the letter issued on 
February 26, 1952, and signed by Mr. Kruse, Assistant Admin- 
istrator—this letter was prepared in the Fiscal Branch. 
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(The letter above referred to is as follows:) 
Exursit 61 


DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, D. C., February 26, 1952. 


To: Directors of PMA commodity offices: 

R. Y. DeWolfe, New York 

G. D. Bradley, Chicago 

C. H. Moseley, Dallas 

F. P. Biggs, New Orleans 

J. A. Cole, Minneapolis 

Donald E. Smith, Kansas City 

Cc. L. Kiddle, Portland 

R. F. Ballou, San Francisco 
From: Assistant Administrator for Commodity Operations 
Subject : Accounting for losses of CCC inventory in cases involving irregularities 

It is important that losses of CCC inventory resulting from shortage due 
to conversion or other irregularities for which the warehouseman may be liable, 
and the amounts due CCC for such losses, be reflected in CCC accounts as soon 
as possible after such losses are disclosed. Although the procedures for record 
ing inventory losses and claims are prescribed in existing fiscal instructions, the 
complexities of some cases now in process of settlement or under investigation 
may delay the recording of accounting entries unless special attention is given 
to the problem. 

In cases of this nature, it is the policy of CCC to record inventory losses and 
related receivables upon determination of the quantity of inventory lost. The 
following accounting entries are required: 

1. Reduce the inventory account and accrued warehouse charges account for 
any unpaid warehouse charges on the commodity lost which are determined not 
to be payable. 

2. Reduce the inventory account and charge inventory adjustments for the 
quantity of commodity lost, at the average inventory value. 

3. Charge accounts receivable and credit recovery of inventory losses for the 
estimated amount of the claim due CCC. 

4. Establish a reserve against the receivable for the estimated amount not 
recoverable. 

The inventory loss, estimated receivable and reserve should be recorded in the 
same accounting period, so that proper effect will be given to the over-all trans- 
action in financial statements. It is recognized, of course, that subsequent 
adjustments may be necessary, especially in the amount of reserve established. 

It is also recognized that determination of the total quantity of inventory lost 
and the amount due CCC may require considerable time in some cases; however, 
it may be possible to ascertain the facts concerning certain definite quantities 
before a final determination is made in the case. In order that the records will 
be as current as possible, the inventory loss, estimated receivable, and reserve 
should be recorded as soon as it is determined that any definite quantity of 
inventory is not available for delivery, and corresponding accounting entries 
should be recorded for each additional quantity as soon as facts are ascertained 
with respect to such additional quantities. Appropriate adjustments should 
be recorded. for those cases when a claim determination is issued or when ad- 
ditional information becomes available requiring changes in the estimates. 

When all facts relating to the entire claim have been ascertained prior to the 
recording of the inventory loss, it will usually be appropriate to apply the 
inventory charge-off in position inventory accounts so as to liquidate out- 
standing loading orders in position subaccount 84 or 94. Where it is undesir- 
able to apply the charge-off in this manner, the quantity should be credited to 
position subaccount 89 or 99 for offset against other position subaccounts at the 
appropriate time. In the event loading orders or warehouse receipts are left 
outstanding in position subaccount 84, 94, 81 or 91 in such cases, precautions 
should be taken to prevent accrual of warehouse charges on quantities not rep- 
resenting actual inventory. 

All PMA commodity offices are requested to review all pending irregularity 
cases involving inventory losses for which claims have been or may be estab- 
lished to determine whether they have been recorded in the accounts as out- 
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lined above and to record promptly all unrecorded pending cases or new cases 
brought to their attention. 

If you have any problems in connection with the above, please bring them 
to the attention of this office. 

ELMER F’. KRUSE. 
ec: R. S. Lindgren, GAO 
. E. Smith, Office of Audit 

J. J. Somers 
W. J. Wilson 


This letter starts out as follows. It was addressed to all of the 
commodity offices : 


It is important that losses of CCC inventory resulting from shortage due to 
conversion or other irregularities for which the warehouseman may be liable, 
and the amounts due CCC for such losses, be reflected in CCC accounts as soon 
as possible after such losses are disclosed. Although the procedures for record- 
ing inventory losses and claims are prescribed in existing fiscal instructions, 
the complexities of some cases now in process of settlement or under investiga- 
tion may delay the recording of accounting entries unless special attention 
is given to the problem. 

Then we outline just in brief language the entries that are made 
on the books. - 

The Cuarrman. What are you reading from now ? 

Mr. Somers. I am reading from a letter of instruction, issued under 
date of February 26, 1952, and signed by Mr. Kruse, reminding the 
commodity offices that although we have a procedure, it is reminding 
them again to do this very promptly: 

In cases of this nature, it is the policy of CCC to record inventory losses and 
related receivables upon determination of the quantity of inventory lost. The 
following accounting entries are required : 

1. Reduce the inventory account and accrued warehouse charges account for 
any unpaid warehouse charges on the commodity lost which are determined 
not to be payable. 

That first entry is just to take out of the accounts the accrued ware- 
house charges which they have determined will not be payable be- 
cause the inventory is not there. Because we carry those warehouse 
charges in our inventory as we accrue them, that increases the cost of 
our inventory. It is necessary to take them out of the inventory ac- 
count on one side of the balance sheet and take them out of the 
accrued warehouse charges payable on the other side of the balance 
sheet. The second instruction is: 

2. Reduce the inventory account and charge inventory adjustments for the 


quantity of commodity lost, at the average inventory value. 


That entry has the effect of taking out of the inventory account 
the quantity that is short and of charging that quantity through a 
profit-and-loss account which is designated here in general language 
as an inventory adjustment account. 

The third part of this instruction: 

3. Charge accounts receivable and credit recovery of inventory losses for the 
estimated amount of the claim due CCC, 

The effect of that entry is to charge to the accounts receivable the 
claim that you are going to set up against the warehouseman or who- 
ever it is that owes this money for the shortage. On the other side 
in our P and L accounts, profit and loss accounts, we have an account 
which we call recovery of inventory losses. In other words, while 
we take it out of inventory account and charge that to inventory ad- 
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justment, we turn around then and set up a receivable against the 
party owing the amount, and then offset that by the inventory re- 
covery account, so that the inventory recovery and inventory adjust- 
ment which are profit-and-loss accounts and are closed at the end 
of each period into profit and loss, tend to offset one another, and the 
difference between the two would represent a loss or an increase. 

Let me explain that by saying that in the case of wheat, for example, 
taking an illustration of a thousand bushels of wheat which are being 
charged off in this manner, the inventory account is adjusted at the 
average cost figure, whereas the charge that we are making against 
the person responsible for the loss may not be at the average cost figure 
but would probably be the market value of the wheat. Therefore what 
we charge as a receivable may not agree in dollars with the dollar 
adjustment in inventory account. 

As a matter of fact, some of these claims result in an increase be- 
“ause we are charging 

Senator Arken. You say you charge against the one responsible 
for loss the market value of the wheat. As of what time? At the 
time it was acquired or whatever the market price would be at the 
time the shortage was discovered ? 

Mr. Somers. Senator, that varies depending upon the nature of 
the case, and I can best explain that by reading from a memorandum 
which was sent to the regional attorneys and sent to our commodity 
offices too. 

Senator Arken. The reason I asked that is, a question has arisen 
here at these hearings as to whether the loss sustained by the Govern- 
ment should be the loss figured from the amount which could have been 
obtained for the grain had it been there, or whether the loss would be 
the amount deducted from the cost of the grain perhaps a couple of 
years previously. 

Mr. Somers. These cases fall into two general categories. One 
where there is a simple shortage but there is no specific evidence 
pointing to fraud or pointing to conversion. We have one rule with 
respect to those cases. With respect to the cases where—— 

The CuarrmMan. What is that rule now? 

Mr. Somers. Let me just read this brief paragraph. This is where 
there is a simple shortage in excess of normal shrinkage : 





Where the shortage is covered by a surplus in another warehouse— 


a warehouseman might have two warehouses; he is short in one but 
he might be over in another— 
the shortage will be treated as a breach of the uniform grain storage agreement 
to store in a specific warehouse, and therefore no storage payments will be made 
on the shortage in the one warehouse that is short. 

The second part of the instruction is: 


Where the shortage is not covered by a surplus in another warehouse, CCC 
will demand cash settlement for the shortage, and if circumstances warrant, 
will also order its grain loaded out. Cash settlement for the shortage will be 
made at market value as of the date of the last carload out, or if the grain is 
not ordered out, at market value as of the date the shortage was established. 


Now that is in the case where there is no known conversion, no fraud 
involved. 

Senator Arxen. The converter will be charged the market price 
as of the day the last carload which he can ship is shipped ¢ 
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Mr. Somers. Yes, sir, or if the grain is not ordered out, then it is 
at the market value as of the date the shortage was established. 

Senator Arken. I don’t see anything wrong with that. 

Mr. Somers. Now as to the rule where conversion is known: 

ccc will demand all CCC grain in store be immediately delivered plus a set- 
tlement for the shortage at the highest market value from the determined date 
of conversion to the date of settlement, plus interest from the date of conversion. 

So that rule is, you take the highest market value between the date 
of the conversion down to the date of the settlement plus interest from 
the date of conversion. 

Senator Arken. Do you run into any legal difficulties in making 
that type of collection é 

Mr. Somers. Yes, sir. That is recognized here, if I may read on: 

If in lieu of cash payment for all or part of the shortage the warehouseman 
undertakes to deliver grain, it will be credited against CCC’s total claim at the 
market price at the time of delivery. No storage payment will be made on the 
shortage. Since the law is not definitely settled as to time of applying interest 
or as to disallowance of warehouse charges in such cases, if our position with 
respect to the interest on warehouse charges is challenged, CCC may grant more 
favorable terms in that respect if it will result in prompt settlement, and such 
will not be considered a compromise within the established procedure for han- 
dling claims. 

This favorable treatment refers only to the matter of interest and 
only to the matter of the warehouse charges where there is question as 
to how those are to be treated under the law. 

Senator ArkEN. When is this schedule dated, Mr. Somers? 

Mr. Somers. That is dated October 26, 1951, and the purpose of this 
memorandum was a policy statement agred upon by the Solicitor’s 
office and the Fiscal Branch and Mr. Kruse’s office and the Grain 
Branch for the purpose of setting forth clear rules to be followed. 

In this case it was asked for by the Dallas office, to be followed by 
the commodity offices and to be followed by the regional attorneys. 

Senator Arken. Asked for by the Dallas office. Were you becom- 
ing aware at that time that the conversions and claims might be more 
widely spread than you had anticipated ¢ 

Mr. Somers. Yes, sir. In late October we knew we had a number 
of these cases down there, and we were ready to proceed with legal 
action, and in order to clarify the instructions for the commodity 
office and for the regional attorneys, this statement was prepared as 
their guide. 

The Cuarrman. What was the procedure before that, do you know ¢ 

Mr. Somers. The procedure was largely as it is outlined here. The 
main part of the things that were clarified, this question about the 
legality of how to handle this interest and how to handle certain 
storage charges; they wanted clarification on that, they wanted clari- 
fication on the policy of when to charge market value as of the date 
of loading out and when to charge market value at the highest market 
betwen date of conversion and date of settlement, trying t o define 
these cases and to define the rules. 

The Cuairman. Prior to this specific rule that you have read from, 
what was the leeway given to your representatives, at the local level, 
to settle ? 

Mr. Somers. You are speaking now of the authority ? 

The Cuarrman. The authority; yes. In other words, we have had 
evidence to the effect, as I recall, that they had quite a lot of authority 
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to settle, to decide not to prosecute, authority of that kind. Can you 
shed any light on that? 

Mr. Somers. I think I can answer that. PMA commodity offices, 
headed up by the director of those offices, had the responsibility to col- 
lect these claims and to proceed w ith them. Of course if they were 
paid in full and no fraud or conversion was apparent if they received a 
full settlement, there would be no occasion for him to refer a case to 
Washington for further action, but to go ahead and collect in full. 

The Cuamman. Were you notified of those settlements ? 

Mr. Somers. No, sir; not if they were paid in full. That is, they 
were not required under the claims procedure as of that date to report 
every case of this sort to Washington for any action. Since that time, 
since these cases have increased in recent months, there is a procedure 
whereby Mr. Kruse’s office will be informed as each case arises. 

The Cuamman. Can you tell us why there was an increase in these 
eases prior to October when you saw fit to draft such rules and 
regulations ¢ 

Mr. Somers. Let me see if I understand your question, Senator. 
Are you asking me why there has been an increase in the number of 
these cases ¢ 

The Cuatmrman. Conversions; yes. 

Mr. Somers. I am afraid I don’t know the answer to that question. 

The Cuarrman. I understood that for a couple of years prior to last st 
October, there was very little grain movement, and it was not as eas) 
to determine that there was a shorts age as it was when the Government 
began to move the grain and export it, in other words, do away with 
the through sales to foreign governments or for local consumption. 

Mr. Somers. We have always had substantial movements of grain 
each year for export and for other normal movements. 

The Cuamman. You said what prompted the issuance of these new 
rules and regulations is that you had more cases coming to your 
notice, 

Mr. Somers. In 1951, Senator, I believe it was in the early part of 
1951 and perhaps as far back as 1950, the latter part of 1950, PMA 
through its Office of Audit had on its own account decided to make 
some spot checks, going out and physically verifying these inventories, 
and as a result of those audits by our own Office of Audit, a number 
of these cases were turned up in the Texas area. I think there has 
been testimony to that effect. 

The Cuarreman. Yes. Then it wasn’t entirely due to the moving of 
the grain. It is just a spot audit you made which showed the short- 
ages. 

Mr. Somers. I would say generally that is true. 

The CuatrmMan. You stated in one of the paragraphs you read from 
that as shortages were determined, they were reported here and you 
would adjust your books to deduct th: at from your inventory. 

Mr. Somers. Let me explain, Senator, that the books are maintained 
in the commodity offices. That is, these adjustments that I am re- 
ferring to are made right there in the commodity office, and then at 
the end of each month the commodity office submits to Washington, 
to our branch, the Fiscal Branch, a trial balance of those accounts, 
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and then on the basis of those trial balances from the various com- 
modity offices, we prepare our consolidated financial statements, which 
you are familiar with. 

’ The Cuarrman. Yes. Can you tell us, let us say from October, 
when you issued this statement, from which you read, what is the 
greatest amount of losses that were indicated through conversion ¢ 

Senator Arken. Or the aggregate. 

The Cuatrman. Or the aggregate. 

Senator Arken. Do we want bushels? 

The Cuatrman. Any way you have it. If you have it in cash or 
in bushels, let us havethat. Let us have both. 

Mr. Somers. I don’t have those figures available this morning, Sen- 
ator. Let me say that the entries that are made are reported on 
these trial balances in summary figures, and they are combined with 
other adjustments of different kinds, so that there is not set forth in 
our financial statements here a segregated figure which would reflect 
only the amounts of these conversions or shortage cases. We don’t 
have a segregated amount set forth. 

The CuairmMan. By reading the report then, no one could determine 
how these losses occurred, if they appear in your statement / 

Mr. Somers. You will not find a separate figure in here for it, sir. 

The CHamrman. What was your most recent statement / 

Mr. Somers. The most recent one I have is March 31, 1952. 

The CuarrMan. Did that statement reflect all of the losses that were 
indicated in the report that was received from the GAO? 

Mr. Somers. I cannot answer with certainty as to whether all of 
these adjustments which are prescribed by the procedure which I have 
just read to you, whether they have been made by the Commodity of- 
fices in every case, but I can tell you this, sir: that before coming down 
here this morning, I instructed our office to wire to each of the Com- 
mocdity offices to tell us by telegram where they stand with regard to 
having made those entries on their books, and I hope that we will have 
that information which we can supply to the steel for you. 

The CHarrMan. As soon as you receive it, make it available to the 
committee and it will be put in the record at this point. 

(The information above referred to is as follows :) 


Exuisir 62 


DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington 25, D. C., July 2, 1952. 
Hon, ALLEN J. ELLENDER, Sr., 
United States Senate. 

Dear SENATOR: In the hearing before your committee on May 6 we were re- 
quested to put in the record the quantity and value of the grain shortages 
recorded in the official account of Commodity Credit Corporation during the 
past year. 

The information requested is given in the attached tabulation. 

Sincerely yours, 
LIONEL C. Hoi, 
Acting Administrator. 
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Quantity and value of grain shortages recorded during period July 1, 1951, 
through Apr. 30, 1952 


Commodity | Quantity Value 


rT 1, 394, 929. 10 $2, 581, 488. 73 
Grain sorghum : re ...-..hundredweight..! 884, 039. 51 2, 496, 340. 2s 
. , oem necetaddisbndtidbbehandtbabiinndiaiiien bushels. _| 636, 379. 01 1, 556, 887. 2¢ 
Dry edible beans. , ..-----~--hundredweight.. 25, 680.74 | 195, 940. | 

Barley. .... ictidebibheds , bushels... 43, 099. 36 5O, 153. 12 
Soy beans . iinet. Soar we 7, 566. 52 | 21, 669, 42 
Rye ; : - sctides 3, 716. 00 7, O20. (x 
Flaxseed é ; Saar a eee awe 4S 522. 00 1, ORO. (x 





Total____. es kd ae ed 1, lB I ae a 


! Represents gross value against which $598,103.83 has been collected. 


The Cuarrman. Now, from what I can understand of the claims 
that were in arrears or that weren’t settled according to the GAO 
report we received here, I understand that quite a few of them were 
settled in the meantime. Now, would that be reflected in any way in 
this report of March 31, 1952 ¢ 

Mr. Somers. They are reflected in the report, sir, except that the 
figures are combined with other entries so that I cannot point to one 
figure in this report and tell you that figure represents only these con 
version cases. I cannot do that. 

The CuarrMan. Are those figures known only to your regional of 
fices or are they sent to you here in Washington to keep you posted as 
to the situation in each of these cases ? 

Mr. Somers. The details of those figures as far as reporting on our 
accounts are concerned are reported in summary figures and trial 
balances, and the details are in the commodity offices. 

The CHarrMan. So that Washington would not be in any position 
to say what the situation is. You would have to refer for details to 
your regional offices ? 

Mr. Somers. Let me repeat—that is correct, sir, except for one 
qualification, if I may add that. That is that outside of our regular 
accounting reporting system, Mr. Kruse’s office instituted in recent 
months a procedure to be advised of every one of these shortage cases 
as they arise. 

Now, they have forms for that and individual cases are reported on 
by the commodity offices, but those entries, I mean those amounts 
shown on those reports, are merely informative as to what they think 
the case is, and they may not be the identical amounts, later reflected 
in the accounts. 

The Cuarrman. But you would have a change in procedure when 
reflecting the balances as you now have them in your statements similar 
to the one that you produced here of March 31, 1952. 

Mr. Somers. That is correct, Senator. We do not get the detailed 
listings of these cases. 

The CuHarrmMan. Let us be a little specific. Let’s say that the GAO 
statement showed that X company was short 2 million bushels. Under 
present rules you are notified immediately when this is determined ‘ 

Mr. Somers. Yes, sir. 

The Cuarrman. Including the details of it, how it happened, and 
so forth? 

Mr. Somers. Yes, sir. Mr. Kruse's office gets that report. 
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The Cuarrman. If, in the meantime, the X company settles, do you 
carry that in any detail in your reports, or do you have it treated 
separately ? 

Mr. Somers. It is not carried in detail, but the effect of that settle- 
ment will be reflected in the summary figures. 

The CuarrmMan. Yes; 1 understand, but it won’t show in the report. 

Mr. Somers. Not in detail. 

The Cuarrman. How are you informed ? 

Mr. Somers. We are informed through the commodity offices report- 
ing on individual cases to Mr. Kruse, who is also my own superior. 

Senator Arken. When is that reflected ¢ 

Mr. Somers. | beg your pardon, sir? 

Senator Arken. When is that reflected? At the time the shortage 
is first discovered or when final determination of the amount is made? 

Mr. Somers. ‘They are instructed to report those cases currently just 
as soon as they learn about them. 

Senator Arken. The reason I was asking the question is, as I recall 
it, when the officials from the Chicago regional office were in the other 
day, we asked them as to the total amount of losses from conversion 
and deterioration, and apparently they did not have the figures. 

We did not get any from them anyway, and I forget what reason 
they gave, whether they had to get them from the State and county 
or what. They didn’t have them anyway. I hope you are more 
successful than we were in getting figures from your regional offices. 

Mr. Somers. I am sure that they know which cases are involved, sir. 

Senator A1rken. We would like, too, the amount of grain of the 
different types which have deteriorated, or are threatened with deteri- 
oration, to the extent that your formula price did not apply. 

Mr. Somers. You are speaking now of deterioration ? 

Senator Arken. I will tell you why I am interested in that. When 
we say a million bushels of grain is threatened with deterioration, then 
it can be put on the market at the best price it will bring. 

The effect of putting that on the market, however, if it was a pretty 
good sample grain, it seems to me, would be to depress the market 
almost as much as if that were first-quality grain which was put upon 
the market. 

I am wondering personally as to how eflicient the law is in that 
respect because the purpose of the program, of course, is to withhold 
from the market supplies which would otherwise depress it and make 
support necessary, or necessary to a greater extent. 

The Carman. In that connection, when you sell a grain that, let 
us say, grades 3 instead of 1, you sell it in accord with what the law 
states you can sell it, don’t you? 

Mr. Somers. Yes, sir. 

The CHarman. At the current price, plus some percentage. 

Mr. Somers. Well, in the case of deterioration 

The CuarrmMan. So that you are within the law even when you sell 
this deteriorated grain. 

Mr. Somers. As I understand it, sir, the law does not require, if you 
are speaking of the 100 percent plus 5 
The CHarMan, 105; that’s right. 
Mr. Somers. That does not apply to the sale of deteriorated grain. 

Senator ArkEN. Or grain which is very evidently going out of con- 
dition within the next 2 or 3 months. 
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Mr. Somers. That applies only to good grain. 

Senator Arken. Of course, it is common sense to dispose of it, but 
at the same time we are defeating the purpose of the program by 
disposing of it. 

The Cuamman. You would not consider No. 3 bad grain; would 
you? Do you store any grain that grades No. 3? 

Mr. Somers. Oh, I see. I misunderstood your question, 

The CHarrMAN. Sure, that is what I am talking about. I can well 
understand, if it becomes unusable and it will deteriorate if kept, you 
are bound to sell it—put it on the market, as Senator Aiken suggests— 
but the grain may deteriorate, and yet you can sell it within the pur- 
view of the law. 

Mr. Somers. That is correct. 

The Cuamman. And you call it deteriorated grain. 

Senator ArkEN. They can sell it at any price they can get. 

The Cuatrman,. But it is still authorized and within the purview 
of the law. 

Senator Arken. Yes. That is why I was interested in the quantity 
that was sold that way, to determine whether in the future we might 
consider changing the law, and, if so, in what way. I don’t think we 
have got time to go into that within the next 6 weeks, but there will be 
another session coming. 

Mr. Corrrer. Mr. Somers, if I follow you correctly, this adjustment 
you make on your records in the case of these conversions is merely a 
dollar adjustment, and I haven't heard you say, I don’t think, anything 
about your bushel inventory. 

Mr. Somers. The quantities are also adjusted, too. You see, our 
records are maintained both on a quantity and on a dollar basis. 

Mr. Correr. Do you keep a running inventory / 

Mr. Somers. Yes, sir; we keep an inventory on a quantity basis, a 
running inventory. 

Mr. Correr. Could you very briefly tell us how you keep your quan- 
tity inventory and how it works? From the testimony we received, at 
least I am a little confused with respect to how your inventory is kept. 

Mr. Somers. If you are referring, sir, to the way we arrive at the 
dollar values 

Mr. Correr. No: Tam not. I am referring to bushels. 

Mr. Somers. Well, at the time that a loan—let us take loans, for 
example—is obtained by a borrower, we know the number of bushels 
on which the loan was made and we know the number of dollars that 
were disbursed. Both of those quantities are taken into our records, 

The CuarrmMan. You know that from paper records? 

Mr. Somers. From the loan documents. 

The Cuatrman. You don’t actually go down there to check on 
whether or not the number of bushels that is on that paper are really 
there / 

Mr. Somers. Let me explain that this way: As to the farmer-stored 
loans, the county representatives do go out and inspect the farm- 
stored grain, the bins, and so forth, on the farmer’s property, and 
they check the quantity at the time that he gets his loan. 

The CuHatrman. Now, when you check your balances, your bushel 
balances, here in Washington, you use those warehouse receipts; 


don’t you? 
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Mr. Somers. Yes, sir; that is as to warehouse storage. We get the 
quantity there from the warehouse receipt. We don’t have to go out 
to the warehouse. 

At the time they put it on the books we have a warehouse receipt 
in our possession to determine how many bushels are in that ware- 
house. That is the basis of making that warehouse-stored loan. 

The Cuarrman. As that is sold, you give up your warehouse 
receipts ¢ , 

Mr. Somers. Yes, and adjust our inventory accounts accordingly. 

Mr. Correr. Perhaps I am not making myself clear, but I am won- 
dering if each day you know how much wheat you have on hand, or 
each week, or however you work it, and if you have any running in- 
ventory of your stocks. 

Mr. Somers. In the commodity offices where these books are kept, 
they do have such a running inventory. They are maintained on 
tabulating machines, for example. There is some lag, of course, in 
documenting either the inventory accounts or the dollar accounts. 

In other words, as a shipment is made out of an elevator—let us 
say it is made today—that does not mean that our inventory accounts 
will actually be adjusted today, because we will have to wait until the 
documentation representing that shipment is actually received, and 
then as soon as that documentation is received in our accounting de- 
partment the appropriate entry is made currently to the inventory 
account both in dollars and quantities. 

Mr. Correr. So, at all times you do know just what your inventory 
/ 

Mr. Somers. As currently as our documentation representing the 
loans and the dispositions will permit. 

Mr. Correr. What is your best guess as to the time lag in your 
operation on that é 

Mr. Somers. That will vary a great deal. 

Mr. Correr. I am asking for your opinion of an average. 

Mr. Somers. It will have to be an average. 

Mr. Correr. That is all I am asking for. 

Mr. Somers. I would say anywhere from 2 to 3 weeks on the average. 

Mr. Correr. You say you have them in your commodity offices, but 
isn’t Washington your nerve center, and to have an over-all picture 
would you have to have it in Washington, too? 

Mr. Somers. Our accounting system is devised on a decentralized 
basis, because our operations are so voluminous and involve so many 
hundreds of thousands of transactions; and, if we were to try to cen- 
tralize into one place the accounting entries for every transaction, I 
think it would fall down of its own weight. 

We believe that the only way to keep this accounting system effec- 
tively is to decentralize the accounting to the various areas where 
the transactions are handled. 

Mr. Correr. That may be so, but I am thinking that in summary 
the Washington office should have the final figures. 

Mr. Somers. They do have the final figures. 

Mr. Correr. How frequently do you get that ? 

Mr. Somers. Thirty days. We put out a statement every 30 days. 

The Cuarmman. When you issued this statement, let us say as of 
March 31, 1952, did that reflect the accurate showing as of that date? 

Mr. Somers. No, sir. There will be some lag. 
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The CHarrman. That is why I asked you. In other words, 2 or 
3 weeks’ lag would not be reflected in here. The statement you make. 
it would not show a discrepancy, but there would be a discrepancy 
because of this 2- or 3- or 4-week lag that you speak of? 

Mr. Somers. Yes; I would say on the average that the recording 
of the documentation is about 2 weeks after the transactions. 

Senator Arken. You get that out once a month? 

Mr. Somers. Once a month. They close out their books and make 
their report promptly at the end of that month, and our rule is 
that they have 10 working days, which is roughly 2 weeks, in which 
to get their trial balance in to Washington. It takes us the remaining 
2 weeks of the month to complete this and print it. 

Senator Arken. So there is about a month lag for practical pur 
poses ¢ 

Mr. Somer. This one was signed on April 30. It went to the 
printer on April 30, and I was able to bring a copy this morning 
because it was coming off of the press today, and I had these assembled 
early this morning before I came down, but these were being released 
today. 

Senator Arxen. But that would not have the records complete up to 


April 30% 

Mr. Somers. No, sir; it is up to March 31. 

Senator Arxen. To March 31? 

Mr. Somers. And there is even a little lag between the transaction 
and March 31. 

Mr. Correr. We asked the Chicago office to compile their sales of 
corn for the first 3 months of 1952, and they did compile all their 
sales of corn. We asked among other things to, insofar as possible, 
particularly in bin site and where there was identity preserved, to 
give us the year of the corn or approximate year, and they had to come 
back and say that they couldn’t do it. 

I think there was some indication that, if they were to attempt to 
get any approximation of the year of the corn, they might take their 
IBM machines out there 3 months. They would have to knock off 
everything else to get that. 

Whether that is so or not, I don’t know, but I am thinking that 
an inventory system where you have grain stored over a period of 
years might well involve some tabulation and some accounting of 
the length of time a particular grain was stored, and to take that into 
account. Now, does your system take such thing into account? 

Mr. Somers. The sale information that you are asking for, appli- 
cable to the crop years, take corn as an example, our accounting rec- 
ords are not so set up that they can determine the sales of 1950 corn 
as distinguished from 1949 corn. 

Mr. Correr. Mr. Somers, if they can, the Chicago office doesn’t 
know it. 

Mr. Somers. I am pretty sure it can be determined, except in cases 
where corn from two or more years has been mixed from records other 
than the accounting records. At least, that is my understanding. 

Mr. Correr. They indicated it might take 3 months to go back 
and tabulate it, but that never had been done. 

Mr. Somers. We don’t require that the sales be broken down in 
that much detail in submitting it to Washington. 
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Senator Arken. You don’t break the stocks down either, supplies 
down? 

Mr. Somers. That is correct, sir. What I think they meant to tell 
you was that it is for the most part in the records of the PMA county 
offices and they can get it but 1t would be a very expensive and difh- 
cult job. 

Mr. Correr. What I am driving at, on a commingling basis I can 
see you have a different proposition, but where you had this identity 
preserved situation and where you had dead storage and where, year 
after year when you buy, could you see any advisability in having 
an accounting system and a follow-up and a tickler system which 
would move your older grains out to market and into the trade as 
against just guesswork and somebody’s recollection ? 

Mr. Somers. I think I can answer your question best by depart- 
ing a little bit from the accounting records, as such, and pointing 
out to you that the director of the office and his staff in the field 

Mr. Correr. The director of your local field office ? 

Mr. Somers. The local field office. That is Mr. Bradley in Chicago, 
for example. They have certain operating records as distinguished 
from accounting records, and he has available to him, I am sure, the 
information as to about how much grain he has on hand of one year 
as distinguished from the crop of the next year, and the lag that I 
refer to in keeping the official accounting records is such that they 
use operating records on a current basis for purposes of making their 
decisions and the follow-up that you refer to. 

It is for that reason, because they do have those operating records 
available to them, that we don’t require that they duplicate all of 
that detail and include it in our formal accounting records and submit 
them to Washington for purpose of being put into a report of this 
sort, because, if we did, it would double the volume of this report. 

Mr. Correr. Do their operating records also come under your 
jurisdiction ¢ 

Mr. Somers. No, sir. 

Mr. Correr. Under whose jurisdiction do they come? 

Mr. Somers. The operating records, as such—they have a commod- 
ity division, for example, in that office. The records might be main- 
tained by that division. They have a transportation division in the 
office. There might be some records maintained by that division. 

Mr. Correr. Does your office prescribe the uniformity or the stand- 
ardization of requirements in that regard ?¢ 

Mr. Somers. Fes, sir; my office prescribe the uniformity with re- 
spect to the accounting records only. 

Mr. Correr. You mean the records that finally get into that report, 
not the operating records; is that right ? 

Mr. Somers. That is correct, sir, and we prescribe those only to the 
extent of an over-all system, and we allow them certain leeway at the 
detailed level that builds up to this over-all system. 

Mr. Correr. I see. 

Do you think that they do have adequate records for rotating their 
grain and keeping the oldest grain moving to market, and so forth, 
or do you know, Mr. Somers ¢ 

Mr. Somers. I am not in a position to testify with regard to the 
adequacy of their operating records as distinguished from their ac- 
counting records. 
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Mr. Correr. And you feel that that is outside your scope a little? 

Mr. Somers. Yes, sir. 

Mr. Correr. Now, with respect to these conversion records—— 

Senator Munpr. Before we leave that point, could you tell us who 
is in a position to testify in response to that last question by Mr. 
Cotter ? 

Mr. Somers. Perhaps I should say that Mr. Kruse, as Assistant Ad- 
ministrator for Commodity Operations, is responsible for all of the 
operations in these commodity offices, whether the fiscal part or the 
commodity part or the transportation part. 

Mr. Kruse is responsible for that, and through his various branches— 
if you are talking of grain, for example, and the grain people are here 
to correct me if I make a misstatement of any kind—the commodity 
operations, as such, the Grain Branch and the other commodity 
branches assist Mr. Kruse in issuing such regulations as they need 
from Washington. 

Senator Munvr. Mr. Kruse would be able to tell us whether or not 
they have a uniform set of records, what you call the operating records, 
so that an auditor could audit all the offices and have a uniform set of 
records to study; is that right? 

Mr. Somers. The auditors audit from the basis of the accounting 
records plus any other records, of course, that they find in the office, 
but they audit from the accounting records. 

Senator Munpr. But from the accounting records you would be 
unable to ascertain whether or not the old grain was being shipped 
out first. You say that comes only from the operating records ¢ 

Mr. Somers. It is pretty hard to draw a line, sir, between—you are 
getting into a question of qualification, what is an operating record 
and what is an accounting record. 

When you get down below the general ledger accounts and the sub- 
sidiary accounts that support the general ledgers, then you get into 
the records of various operating units, some of which are maintained 
in the fiscal part of the office and some of them maintained in the 
transportation part of the office, and so on. 

As to where you draw the line between what is an operating record 
and what is an accounting record may be a matter of difference of 
opinion. Certainly, the auditor works, in performing his task, from all 
the records that are available to him. 

I hope that answers your question. 

Senator Munopr. I gather from the line of questioning that Mr. Cot- 
ter is trying to determine whether or not the records are set up so as to 
insure the fact that the oldest grain goes into the trade markets first. 
and your testimony was that the accounting records would not show 
that; you had to get that from the operating records. 

The CuarmMan. Senator, there was testimony 3 esterday that in the 
case of wheat, it was commingled. The old wheat was sweetened by 
the new, and in that way they got rid of it, and especially where the 
identity was preserved. 

As I understand it, wheat is handled on a commingled basis. It 
is only in the case of corn that we are going to get into today wherein 
that does not apply, and I am sure we will be able to get the details 
from the witnesses who are present. 

I want to say now, for the record, that yesterday there were quite 
a few questions asked in which there was apparent uncertainty on the 
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part of the witnesses present, and I understand that the reason for 
that is that Mr. Kruse, who handled personally, I believe, the Cargill 
Co. transaction, is now in Europe. 

He is not here, and it may be that since he did all the details here, 
that nobody knows about it, but I.spoke to Mr. Cotter last night about 
trying to get Mr. Grimes here so that we could get his side of the story, 
and I presume that we might be able to get him before the hearings 
end so as to get the detail of that Cargill Co. storage contract. 

In looking over this financial report that you brought with you this 
morning as of March 31, 1952, on exhibit A, I notice you have loans, 
for instance. You have a reserve for losses, of $2.781,500. How did 
you obtain that figure ? 

’ Mr. Sommers. That figure is besed upon the best estimates that can 
be made by the operating people as to what our losses may be upon the 
disposition or taking over of these loans. 

You see, when we go to dispose of it, we will very likely suffer some 
losses, and in order to reflect as accurately as we can the present fi- 
nancial condition of the Corporation, we try to give the best estimate 
available as to what those losses will be. 

The Coamman. And I presume you base that on past experience ? 

Mr. Somers. Past experience and market considerations, and I 
might say that the accounting people do not determine this figure. 
We do it in collaboration and upon the advice of the operating people 
who best know. For example, we go to the Grain Branch and other 
commodity branches. 

The CHatrmMan. What period of time does this figure indicated 
represent ¢ 

Mr. Somers. It is adjusted each month to reflect the new estimate. 
In other words, if there were a substantial change in the market, sir, 
during the month of April, then at the end of April when we make a 
new estimate of what our losses will be, we will just simply put on the 
hooks the difference between the figure at the end of March and the 
figure at the end of April so it will reflect our new estimate. 

The Cuamman,. So that this figure has been carried, 1 presume, 
from the inception of the program and adjusted each time you make 
a report ¢ 

Mr. Somers. That is correct, sir. 

Senator Arken. How far back? 

Mr. Somers. Let me say this: Separate reserve is made for each 
loan program. When you start a new loan program for 1951, for 
example, then you carry through until you liquidate that program, 
and this is the aggregate of all of those reserves for different loan 
programs. 

Senator Arken. You change that each month to reflect changing 
market conditions? 

Mr. Somers. And any other conditions that might result in a loss. 

The Cuarrman. How about a gain? Either way? 

Mr. Somers. If it is a gain, we would reduce it. If you get to the 
point where you have no losses, you would have zero. 

Senator Arken. If the market price drops, your possible losses 
increase. 

Mr. Somers. That is right, sir. 

Senator ArkEen. If the market price increases, the possible losses 
decrease. 
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Mr. Somers. Yes, sir. 

The Cuarrman. Now, under No, 3 you have commodity inventories, 
$1,098,434,606.01, and you there have reserve for losses, $86,626,000. 
How was that figure arrived at? 

Mr. Somers. Let me say this: At the time the loan account is liqui- 
dated and you take over the collateral, the balances that you had in 
your loan account are transferred from loan into the inventory account, 
because when you take over the collateral of wheat, that is back of 
the loan, you transfer the loan balance right into your inventor) 
account, so that this type of reserve is the same general type of reserve. 

This part that you see up here, “Reserve for losses,” represents the 
losses anticipated with regard to these loans that have not yet matured. 
Now, when you get down to the inventories, separate reserves are 
carried for those inventories and they represent further estimates 
of losses on those. 

The CHarrman. But that does not mean actual losses. It is just 
more or less a bookkeeping method ? 

Mr. Somers. It is an estimate of the losses that are to be ultimately 
taken from whatever cause, market or other causes, and it is the current 
estimate, which changes each month. 

The CuarrmMan. And is that adjusted ? 

Mr. Somers. Each month. 

The Cuarmman. Each month. 

Now, go down in your liabilities here. I notice where you have a 
deficit of $167,542,160.14. What does that indicate? How do you 
reach that figure ? 

Mr. Somers. The surplus is the net result—let us turn to schedule 2. 
Turn over just two or three pages and you will find schedule 2. 

The Cuatrrman. I have it. 

Mr. Somers. The first item in that schedule is your net operating 
gain or loss, exclusive of the cost of wartime consumer subsidy pro- 
grams. The next item is the adjustment for recovery of price sup- 
port losses. This was a $500 million reserve of some time ago. Per- 
haps you are familiar with that. 

The Cuarrman. Yes. 

Mr. Somers. Then the cost of wartime consumer subsidy programs 
has been added in there, and then the net restoration of capital from 
the United States Treasury is added in. It gets this down to a net 
figure. 

The one item that may require special attention there is this net 
restoration of capital from the United States Treasury. The law 
requires that the Secretary of the Treasury and some members of an 
appraisal committee will appraise the assets of Commodity Credit 
Corporation annually, and as a result of that appraisal will recom- 
mend to the Congress that an appropriation be made to pay this loss; 
in other words, to make whole to the Corporation its loss from the 
previous year. 

If the Corporation makes a profit, it is required to pay back into 
the Treasury the profit from the previous year, and if you will look 
in the next schedule just below that schedule 2, you will see the record 
by years running from 1938 up to 1950, and you will see the years in 
which appropriations were made, the years In which payments were 
made by the Corporation to the Treasury and the years in which Con- 
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gress authorized the Secretary of the Treasury to cancel notes instead 
of making a cash appropriation for that purpose. 

So the surplus figure that you speak of on the balance sheet is the 
result of program operations plus these other matters of restoring the 
financial position of th Corporation to arrive at this figure. Now, we 
will have another adjustment to make very shortly in regard to this 
year’s operations. 

The Cuarrman. The point is, though, that that does not show net 
operations. From year to year or from certain periods when you are 
short, a deficit is made up through appropriations. 

Senator Arken. Or cancellation. 

The Caiman. Or note cancellation, and especially was that true 
when you were buying for foreign shipment, acting more or less as an 
agent. 

~Mr. Somers. In other words, this figure here from the balance sheet 
should not be interpreted as meaning that we have made that much 
profit from the beginning of our operations. It merely means that 
the condition right now after these appropriations—— 

Senator A1keN. You are not in business for the purpose of making 
a big profit. 

Mr. Somers. That is correct, sir. 

Senator Arken. You have charged up against you the entire loss on 
the international wheat agreement program. If you could have sold 
that wheat on the open market, you would not have had much more 
than a third of this last year’s loss chi irged against you, would you? 

Mr. Somers. That is correct. 

Senator Arken. That is out of 180 million, roughly 115 or 120 mil 
lion of that should have been charged to foreign cooperation pro- 
grams and about 60 million to the support-price program, as it 
looked to me. Nevertheless, you have got the whole amount charged 
up toa farm-support program. 

The Cuatrman. | am sorry I digressed a little, but since the report 
was mentioned I wanted to go into it for the record. All right, Mr. 
Cotter. 

Mr. Correr. Mr. Somers, on these shortages that are reflected in 
your balance sheet eventually, do you know at what stage that is put 
in¢ I think you said when they became known shortages or conver- 
sions. Would that be at the court stage or at the stage where they 
couldn’t collect? If you know, I would like to find out a little more 
closely about that. 

Mr. Somers. That is very well covered in the part of this memoran- 
dum which I did not complete reading a minute ago. If I may read 
just a paragraph from that—— 

The CuarrMan. You are still reading from that? 

Mr. Somers. From the memorandum of February 26 to the com- 
modity offices. 

Mr. Correr. Could you just briefly give us the gist of it? 

Mr. Somers. We state in here: 

It is also recognized that determination of the total quantity of inventory lost 
and the amount due CCC may require considerable time in some cases; however, 
it may be possible to ascertain the facts concerning certain definite quantities 
before a final determination is made in the case. In order that the records will 
be as current as possible, the inventory loss, estimated receivable, and reserve 
should be recorded as soon as it is determined that any definite quantity of in- 
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ventory is not available for delivery, and the corresponding accounting entries 
should be recorded for each additional quantity as soon as facts are ascertained 
with respect to such additional quantities. Appropriate adjustments should be 
recorded for those cases when a claim determination is issued or when additiona! 
information becomes available requiring changes in the estimates. 

Now, to summarize that, it means that as soon as the offices know 
definitely that there is a quantity that is not in existence, they make 
the appropriate entries based on the best estimates that they have of 
those quantities and of the dollars involved, and as they continue to 
investigate that case and develop that case for litigation or for settle- 
ment, they adjust wherever an adjustment appears to be necessary in 
order to conform with the latest facts. 

Mr. Correr. I think there has been considerable testimony that in 
the past a policy has more or less prevailed that if collection could be 
obtained from a converter, that no official action was taken. I pre- 
sume that these instructions are looking forward rather than to what 
has occurred in the past; is that correct ? 

Mr. Somers. These instructions are looking forward to this extent, 
sir: Prior to this memorandum they were accustomed to making these 
adjustments only after a definite claim determination had been formal- 
ized and you arrived at a final figure as to what that claim is. 

Because of the situation that existed at this time, we changed these 
instructions to say, in effect, don’t wait several weeks or several months 
until you have developed this whole case, but put it on currently and 
adjust as you go along so that the books will show as nearly as 


possi ble—— 
Senator Arken. Could you give an opinion as to whether the stricter 
policies which were effec ‘ted this year have been a deterrent to conver- 


sion or not? I think it was in January that you adopted a stricter 
policy in regard to losses, and I was wondering whether that had been 
in effect long enough so you have been able to determine whether it has 
lessened the number of conversions. 

Mr. Somers. Senator, 1 am not trying to avoid your question by 
answering it in this way, but it seems to me that the items you are 
referring to follow something else that is more important as a deter- 
rent, and I am referring to the fact that back last year when these 
cases came to light, the offices were working along currently in de- 
veloping the facts in these cases and turning them over to the re- 
gional attorney for action as rapidly as the investigations and the 
facts would permit. 

Now, as these cases finally got to court, some of them were being 
tried, I would say that that serves more as a deterrent to other people. 

Senator Arken. Well, it is the policy of going after the converter 
more vigorously that is landing these cases in court, because as I 
recall, there had not been too many in court up until about the first 
of the year, and then I think you did have some new policies, did you 
not, that would be applied in January of this year? 

Mr. Somers. .{s more of these cases came to light, we certainly did 
tighten up. 

Senator Aiken. What I was getting at, have you been discovering 
any conversions that have taken place since the first of January of 
this year or the middle of January of this year? I forget what date 
the new policy did go into effect. That is, you have gone after the 
converters more vigorously. You have tightened up on inspection, I 
hope. 
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Mr. Somers. Steps are being taken; yes, sir. 

Senator Arken. Furthermore, there has been more publicity given 
the stricter policy which has been adopted. The public knows now, 
this person in charge of storage knows now, that he is jeopardizing 
his own security if he takes Government commodities and disposes 
of them. Have you had many cases reported of conversions that 
have taken place since the middle of January? 

Mr. Somers. Certainly some cases have come to light since that 
date, but the conversions 

Senator Arken. Had taken place before? 

Mr. Somers. Had taken place before. 

Senator Arken. I expect there will still be some that will come 
to light, because it takes time to check twelve or thirteen thousand 
warehouses. 

Mr. Somers. Yes. 

Mr. Correr. Mr. Somers, does the Audit Division come under your 
jurisdiction ¢ 

Mr. Somers. No, sir. 

Mr. Correr. The Office of Audit? 

Mr. Somers. The Office of Audit is independent of the Fiscal Branch 
and reports to one of the other Assistant Administrators. 

Mr. Correr. Is that usual? 

Mr. Somers. It is one of the usual forms of organization. There 
are several ways that you could have that problem handled organiza- 
tionwise. In some organizations the auditors report directly to the 
head of the agency, which would in this instance be the Administra- 
tor of PMA. 

Mr. Correr. Do they in this? 

Mr. Somers. In this they do not. The auditor reports adminis- 
tratively to one of the Assistant Administrators, as I understand, 
that is Mr. Herder, but he had direct access to the Administrator. 

Mr. Corrrer. Mr. Herder? 

Mr. Somers. Mr. Herder. 

Mr. Correr. They are echeloned on down two or three ? 

Mr. Somers. On an equal rank with Mr. Kruse. 

Mr. Correr. With Mr. Kruse? 

Mr. Somers. Both of these gentlemen are Assistant Administrators, 
Mr. Herder and Mr. Kruse. The Office of Audit reports to Mr. Her- 
der, and the Fiscal Branch, which is my branch, reports to Mr. Kruse. 

Mr. Correr. You do not have anything to do with the Office of 
Audit ? 

Mr. Somers. It is not under my supervision. 

Mr. Correr. As the Controller and as general housekeeper I think 
your opinion would be valuable. I think the evidence indicates that 
the Office of Audit in July or August, in the early fall of this past 
year, by a special sprint, were able to go out and get several hundred 
warehouse audits to check the warehouse on a short or long position 
and particularly in the Dallas area—that is how a number of these 
conversions were discovered—is that your understanding ¢ 

Mr. Somers. That is my understanding; yes. 

Mr. Correr. Then I understand that as soon as a conversion is de- 
termined that it is turned over to the Compliance and Investigation 
Branch and that they have to make the detailed study and analysis 
and development of the facts in connection with the conversion ¢ 





1362 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Somers. Let me say at that point, if I may, the responsibilit) 
of handling the case rests with the Director of the PMA commodity 
office and not with C. and I. But the PMA commodity office migh: 
call in the investigators to make further investigations of the case 
after the report of the auditor has been received. 

Mr. Correr. Is that usual that the responsibility would rest with 
the local field operations man ? 

Mr. Somers. Yes, sir; the Director of the PMA commodity office 
is responsible for all of the operations of these programs. 

Mr. Correr. If I understand you correctly, this Compliance and 
Investigation, more or less by its name connotes that it determines 
compliance and does investigations, and if they are to be at the direc- 
tion of your local field offices, by the operating people, rather than 
independent of them, I do not see that that makes a very ideal situ- 
ation, do you ¢ 

Mr. Somers. I am not sure that I understand the point that you 
are making. 

Mr. Correr. I think you just said that they would only go in if they 
were told to go in by the head of the field office. I think we have some 
testimony along those lines in addition to yours, and I think we had 
some testimony that even in large conversion cases that when the 
head of the field office told them to pull out, even though they had been 
working on it 10 days, when there was a settlement in prospect they 
pulled out. And I am asking you if you feel that that is a proper 
situation. 

Mr. Somers. Well, in my opinion the C. and I. branch is a fact-find- 
ing organization and is there to serve operating people who have the re- 
sponsibility. All I am saying is that the operating people do have 
that responsibility. The directors of the offices in the field are re 
sponsible for these operations. 

Mr. Correr. But as Controller I believe that would be one of your 
functions or desires, to want a balance of control and to have a proper 
set of internal checks and controls within your organization; is that 
not correct ? 

Mr. Somers. Yes, sir; we would certainly advise on any matters 
that affect internal control. 

Mr. Correr. If your audit people are responsible down to an assist 
ant or a deputy director, did you say ¢ 

Mr. Somers. An assistant administrator. 

Mr. Correr. An assistant administrator; and your C. and I. people 
are subject to the instructions of your field operating people, where 
are you getting your independence or your balance of internal checks 
and controls? 

Mr. Somers. I did not mean to give you the impression, sir, that the 
C. and I. are wholly responsible to the field offices and to no one else. 

Mr. Correr. I hardly thought you did. 

Mr. Somers. I was addressing my remarks to your question that 
dealt, I thought, with a conversion case, and you were citing that the 
auditors now have gone out and found what they believe to be a con- 
version case and they report that to the field office that is involved, 
so that the director of that field office, if in his judgment the audit 
report does not give sufficient data to complete the case without further 
investigation, then he calls upon the Compliance and Investigation 
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Branch or office to make further investigations which might go into 
matters that auditors normally would not go into. 

Mr. Correr. Yes? 

Mr. Somers. And in making that decision, as I understand it, sir, 
the director of the PMA commodity office might consult the regional 
attorney before asking the C. and I. people to make an investigation 
to help him decide whether certain types of evidence are needed. 

Mr. Correr. Do you not feel that it should be mandatory where 
there is a substantial shortage that the operating people should be 
carried on to one of your investigation or control groups / 

Mr. Somers. I would say—I do not believe I could subscribe to the 
theory that investigations should be mandatory in every case, but I 
might say as a general practice where conversion, or where they be- 
lieve crime is involved, that almost universally, uniformly, they do ask 
C. and I. people to make investigations. 

Senator Munpr. The thing that is not clear to me is what happens 
where your PMA director goes wrong. I can see how everything 
works out well with that formula where the PMA director is honest 
and reputable, but if you have a PMA director himself involved, as 
occasionally happens in one of these conversion cases, what check is 
there on him except his own conscience ? 

Mr. Somers. You could ask the same question, sir, if you would say 
what would happen if the head of the agency—you could take that 
up to the highest level, the head of the agency, which in this case would 
be the Administrator, he is responsible for everything in the organi- 
zation, and I do not know how you could defeat that problem. 

Senator Munpr. It seems to me that certainly in the banking busi- 
nes, a function of an auditor is not to go to the president of the bank 
and the cashier and say, “Look here, anything wrong in your bank 
that you want audited ¢” 

He Says, “Everything is O. K., skip along to my competitor.’ It 
does not work that way. He comes in any says, “Get out your books. I 
want to make an audit.” 

And it would seem to me that the auditing should be entirely di- 
vorced and your investigation function should be divorced from these 
field offices that you expect to audit and investigate. 

Mr. Somers. The audit function is divorced. If I gave you the im- 
pression that the audit function was under the jur isdiction of the field 
offices, I did not intend to. 

Senator Munpr. No; but I got the impression that when you make 
an audit and find something wrong you go to the fellow in the office 
where something is wrong, you say, “What do you want to do about 
t? Do you want to call in the C. and 1.?” and so forth. That is where 
it seems to me that the system breaks down, if I understand it correctly. 

Mr. Somers. Copies of those audit reports are delivered to officials 
in Washington. I overlooked mentioning that. 

Senator Munpr. That is a very important omission, it seems to me. 
You did not mention that. 

Mr. Somers. We get copies of the audit reports in the Fiscal Branch 
in Washington, and other officials in Washington get copies, so that 
there would not be an opportunity for the director of the PMA com- 
modity office to conceal it, that is, the only copy, and take no action. 
There are too many people following up on it to allow that to occur. 
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Mr. Somers. Let me say at that point, if I may, the responsibilit) 
of handling the case rests with the Director of the PMA commodity 
office and not with C. and I. But the PMA commodity office might 
call in the investigators to make further investigations of the case 
after the report of the auditor has been received. 

Mr. Correr. Is that usual that the responsibility would rest with 
the local field operations man ? 

Mr. Somers. Yes, sir; the Director of the PMA commodity office 
is responsible for all of the operations of these programs. 

Mr. Correr. If I understand you correctly, this Compliance and 
Investigation, more or less by its name connotes that it determines 
compliance and does investigations, and if they are to be at the direc- 
tion of your local field offices, by the operating people, rather than 
independent of them, I do not see that that makes a very ideal situ- 
ation, do you ¢ 

Mr. Somers. I am not sure that I understand the point that you 
are making. 

Mr. Correr. I think you just said that they would only go in if they 
were told to go in by the head of the field office. I think we have some 
testimony along those lines in addition to yours, and I think we had 
some testimony that even in large conversion cases that when the 
head of the field office told them to pull out, even though they had been 
working on it 10 days, when there was a settlement in prospect they 
pulled out. And I am asking you if you feel that that is a proper 
situation. 

Mr. Somers. Well, in my opinion the C. and I. branch is a fact-find- 
ing organization and is there to serve operating people who have the re 
sponsibility. All I am saying is that the operating people do have 
that responsibility. The directors of the offices in the field are re 
sponsible for these operations. 

Mr. Correr. But as Controller I believe that would be one of your 
functions or desires, to want a balance of control and to have a proper 
set of internal checks and controls within your organization; is that 
not correct ¢ 

Mr. Somers. Yes, sir; we would certainly advise on any matters 
that affect internal control. 

Mr. Correr. If your audit people are responsible down to an assist 
ant or a deputy director, did you say ¢ 

Mr. Somers. An assistant administrator. 

Mr. Correr. An assistant administrator; and your C. and I. people 
are subject to the instructions of your field operating people, where 
are you getting your independence or your balance of internal checks 
and controls? 

Mr. Somers. I did not mean to give you the impression, sir, that the 
C. and I. are wholly responsible to the field offices and to no one else. 

Mr. Correr. I hardly thought you did. 

Mr. Somers. I was addressing my remarks to your question that 
dealt, I thought, with a conversion case, and you were citing that the 
auditors now have gone out and found what they believe to be a con- 
version case and they report that to the field office that is involved, 
so that the director of that field office, if in his judgment the audit 
report does not give sufficient data to complete the case without further 
investigation, then he calls upon the Compliance and Investigation 
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Branch or office to make further investigations which might go into 
matters that auditors normally would not go into. 

Mr. Correr. Yes? 

Mr. Somers. And in making that decision, as I understand it, sir, 
the director of the PMA commodity office might consult the regional 
attorney before asking the C. and I. people to make an investigation 
to help him decide whether certain types of evidence are needed. 

Mr. Correr. Do you not feel that it should be mandatory where 
there is a substantial shortage that the operating people should be 
carried on to one of your investigation or control groups? 

Mr. Somers. I would say—lI do not believe I could subscribe to the 
theory that investigations should be mandatory in every case, but I 
might say as a general practice where conversion, or where they be- 
lieve crime is involved, that almost universally, uniformly, they do ask 
C. and I. people to make investigations. 

Senator Munpr. The thing that is not clear to me is what happens 
where your PMA director goes wrong. I can see how everything 
works out well with that formula where the PMA director is honest 
and reputable, but if you have a PMA director himself involved, as 
occasionally happens in one of these conversion cases, what check is 
there on him except his own conscience ? 

Mr. Somers. You could ask the same question, sir, if you would say 
what would happen if the head of the agency—you could take that 
up to the highest level, the head of the agency, which in this case would 
be the Administrator, he is responsible for everything in the organi- 
zation, and I do not know how you could defeat that problem. 

Senator Munpr. It seems to me that certainly in the banking busi- 
nes, a function of an auditor is not to go to the president of the bank 
and the cashier and say, “Look here, anything wrong in your bank 
that you want audited ¢” 

He says, “Everything is O. K., skip along to my competitor.” It 
does not work that way. He comes in any says, “Get out your books. | 
want to make an audit.” 

And it would seem to me that the auditing should be entirely di- 
vorced and your investigation function should be divorced from these 
field offices that you expect to audit and investigate. 

Mr. Somers. The audit function is divorced. If I gave you the im- 
pression that the audit function was under the jurisdiction of the field 
offices, I did not intend to. 

Senator Munpr. No; but I got the impression that when you make 
an audit and find something wrong you go to the fellow in the office 
where something is wrong, you say, “What do you want to do about 
it? Do you want to call in the C. and I.?” and so forth. That is where 
it seems to me that the system breaks down, if I understand it correctly. 

Mr. Somers. Copies of those audit reports are delivered to officials 
in Washington. I overlooked mentioning that. 

Senator Munpr. That is a very important omission, it seems to me. 
You did not mention that. 

Mr. Somers. We get copies of the audit reports in the Fiscal Branch 
in Washington, and other officials in Washington get copies, so that 
there would not be an opportunity for the director of the PMA com- 
modity office to conceal it, that is, the only copy, and take no action. 
There are too many people following up on it to allow that to occur. 
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Senator Munpr. It seems to me that is a very essential point. That 
had not been mentioned. That is why it looked to me as an unworkable 
system. 

Mr. Somers. I misunderstood your question. 

Senator Ture. The PMA is more en in charge of the commodity 
that is still under the responsibility of the producer, is it not? 

Mr. Somers. Yes, sir. 

Senator Ture. When the individual, the producer, has sealed a bin 
of a certain commodity and obtained a loan, it is his commodity until 
such time as he either surrenders it as payment for his obligation or 
pays the loan. It is not exactly on the level of the Commodity Credit 
Corporation, because there you are dealing with Commodity grain 
which is put in the terminal warehouse under what you term “a ware 
house receipt” and you pay the warehouseman for the storage of the 
grain. 

Mr. Somers. I am not sure that there is any confusion in your mind 
on this point, but let me make the point, anyway, that these field 
offices, these regional commodity offices, that we are talking about, are 
PMA commodity offices. They are not just Commodity Credit 
Corporation offices. 

Senator Ture. You mean that you have a Commodity Credit Cor 
poration regional office ? 

Mr. Somers. No, sir. That is the point I want to clear up. The 
PMA commodity office keeps the accounts for the Commodity Credit 
Corporation, just like the Commodity Credit Corporation, as such has 
no personnel of its own unless you consider its officers and its directors 
as being personnel of Commodity Credit Corporation, but beyond that 
the functions of the Commodity Credit Corporation are performed 
and carried out by the personnel of PMA, and they are carried out 
through the PMA Commodity offices and State offices and county 
offices. 

Senator Tuyr. That was my understanding of it. Getting back to 
the audit and the check of it, the director of a PMA office in a State, 
even though he has the responsibility of administering the local PMA 
function of that storage program, also has the responsibility of assum- 
ing the duties of checking for the Commodity Credit of all grain that 
has gone into storage under a warehouse receipt. 

Mr. Somers. That is correct. 

Senator Ture. He is directly responsible for that, too ? 

Mr. Somers. Yes, sir. 

Senator Ture. In a sense he is checking on himself on the commod- 
ities that are in that office under his jurisdiction ¢ 

Mr. Somers. Yes, sir. 

Senator Ture. He is checking on himself ? 

Mr. Somers. Except that the auditors who do that checking are not 
responsible merely to the director of that office. The auditors make 
those reports available to him as an operating official and who is being 
held responsible, and they make those reports to higher authority in 
Washington. 

Senator Tuyr. How often do you check those offices? 

Mr. Somers. Do you mean by that question how often are these 
audits made ? 

Senator Ture. Yes. 
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Mr. Somers. I do not know that I can answer that question pre- 
cisely, because it varies according to the auditor’s program, but he is 
in these offices—if you are referring to the audit of their books and 
their records in these PMA commodity offices—they are in those offices 
at least annually, and more frequently than annually on many 
occasions. 

I cannot answer precisely as to how often they are there. 

Senator Ture. One reason I asked how often you examined is be- 
cause the Dallas office, for example, had a shortage that ran over into 
the second year. How could that escape? 

Mr. Somers. Well, the shortages were shortages in warehouses; 
were they not ? 

Senator Tuyrr. Yes. 

Mr. Somers. It was not a case of their books being short. It was a 
case of having failed to go out and physically verifying the existence 
of the collateral in the warehouse. 

Senator Tnyr. You were taking the records of the director of that 
PMA office, you were not checking beyond that. And that leads right 
back to what Senator Mundt said, that you were actually checking the 
man’s records, and he could cover up a shortage until some unforeseen 
thing occurred that you stumbled onto the facts. 

Mr. Somers. Well, the auditor is not only just accepting his records, 
but the auditor is accepting back of those records the warehouse 
receipts that are on file with regard to the grain that is supposed to be 
in those warehouses. 

Senator Ture. But, you see, if there is no check on the part of that 
PMA director as to what is in that warehouse, back of that warehouse 
receipt, then you have no way of determining the true situation until 
something happens. They do not make delivery, and then you have 
to determine why the delivery was not made. 

Mr. Somers. I think we all recognize the failure to make physical 
verification, that that was the reason that some of these things could 
occur, ) 

Senator Munpr. Is that the standing operating procedure of your 
audit, you simply audit the records, you do not audit the collateral ? 

Mr. Somers. It is my understanding, sir, subject to being corrected 
by the auditors—they have made audits of this kind in the past, but 
they have not made them as frequently and they have not made them 
as extensively as they did in recent months, in the last year or year 
and a half, when they went out and checked a good many—a good 
number of elevators in the Texas areas, for example. 

Senator Munpr. What do you mean, “audits of this kind”? 

Mr. Somers. Where the auditor actually goes right out to the eleva- 
tor and verifies the physical existence of the wheat by going out and 
looking at it and trying to estimate how much is there and not accept- 
ing the warehouse receipt that is in the commodity office in Dallas, 
for example. 

Senator Munpr. What I am trying to find out is which is the stand- 
ing operating procedure. Do your auditors, by and large, normally, 
check both the records and the collateral, or are they at times simply 
inclined to check the records and assume that the collateral is there, 
so that the only way a man can get in trouble is to fail to cover up 
with his bookkeeping ? 
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Mr. Somers. Let me make two points on that. Certainly, standard 
audit procedure would usually require some spot checking and some 
verification of physical inventories. 

In the case of the Commodity Credit Corporation dealing with 
great number of warehouses there is a question of manpower and thie 
expense of how much verification of that sort can be done. 

I believe even the Comptroller General himself has testified before 
this committee—TI believe I was present one day when he testified not 
long ago—that the General Accounting Office in making their audits of 
the Commodity Credit Corporation have proabr cm it a practical 
impossibility and certainly not a feasibility to go out and verify b) 
their own auditors the physical existence of these inventories in the 
warehouses and elevators. The job is just too big to have been able 
to have done it up to the present time. The same is true for us. 

Senator Ture. If I might interrupt at that point, may I suggest 
that the PMA director has field men in the States, has he not / 

Mr. Somers. He has a limited number of people. 

Senator Tuyer. If those men are moving about the State it would 
not take one of them a long time to go into a warehouse, whether it is a 
local elevator or a series of bins, and estimate how much grain there 
is by just opening up a door. If it is a bin-type structure, why, you 
know that a bin will hold so many bushels, whether it be corn or 
wheat. If it is a warehouse, all he would have to do is to go up the 
ladder and take a look into the various bins in that warehouse and he 
could determine within a matter of a few minutes whether the bins 
were half full, a quarter full, or full. 

I think there must have been a question of neglect, that they did not 
exert themselves to climb a ladder into a warehouse or a grain elevator 
and look down, and they did not go out to the storage bins and ascer- 
tain whether the bin was empty, full or partially filled. 

It was just a question of sliding along, and these men traveled to 
and from the States on a good-will mission, rather than on an inspec 
tion mission. It cannot be anything else. 

Senator Munpr. They could have with a wooden-headed cane 
pounded on the bin and found out if they were empty or not. The 
books are all right, but the bins are empty. 

Senator Ture. I am familiar with some of those PMA officers, and 
I know that their staffs include field men. I know some of the men 
personally. I am grateful that they have not uncovered anything in 
my State of Minnesota. I know those men personally. 

Senator Arken. We uncovered a letter om your regional director 
out there through the solicitor’s office in Chicago. You might recall 
that. 

Senator Ture. The grain under the PMA office in Minnesota is 
what I am referring to. 

Senator Arken. There has been no dishonesty in Minnesota 
reported. 

Senator Ture. I do not think I have heard a thing. 

Senator Arken. They would not do it. 

Senator Ture. I know that if they went out to inspect they would 
ascertain what was in those bins. 

Senator Arken. Are you speaking of PMA inspectors? 

Senator Ture. I am speaking not only of the PMA men who cover 
the township, but I am speaking of those in the county, and the direc- 
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tors. The PMA director in the State, as the witness just stated, is the 
man in charge of the Commodity Credit Corporation grain. 

Senator Arken. I was wondering as to whether you were speaking 
of those or the United States warehouse inspectors. 

Senator Ture. It is the director of the PMA in the State office who 
is responsible to the Commodity Credit Corporation for their grain. 
The witness just testified to that effect. 

The CuarMan. All right, Mr. Cotter. 

Mr. Correr. I do not want to keep you much longer, but I started to 
ask you your opinion with respect to these inspections that are being 
made of these elevators to determine shortages, and I prefaced my 
remarks by indicating that there have been a substantial number in- 
spected by the Office of Audit. And I am wondering if it is feasible 
to have a combined inspection by your Office of Audit, your compliance 
and investigation group, and perhaps the United States warehouse 
group that would give a higher percentage of inspections than appar- 
ently you have been able to make to date. 

Mr. Somers. If you mean by that question as to whether it would 
be advisable in some way to have a close supervision of those three 
parts of the organization I would like to say, first, that my own in- 
formation is that‘they do work and cooperate together in these en- 
deavors, but that does not mean that they send teams out with people 
from each of those agencies to make their inspections at the same time. 
Phey all cooperate with each other. But they do work that is slightly 
different. 

The auditors, for example, as a rule confine themselves to a matter of 
checking the books and records. The investigators go into questions 
that go beyond books and records. They investigate a lot of other 
things. And because the things are different they, apparently, have 
considered it not advisable to work in teams. They are working on 
different things. 

Mr. Correr. I quite appreciate that, but I am directing my remarks 
now towards this problem of inspection of warehouses. There has 
been some conjecture as to how much inspection should be given. And 
I think we have had testimony, or at least information, that outside 
your Dallas area, where a substantial number of warehouses were 
checked by your Office of Audit, that the number in each of the other 
agencies has been relatively few compared to the total number of 
warehouses in that area. I think the numbers that I have heard, 
perhaps it has tended beyond that would be about 25 warehouses in 
each of your Kansas City and Chicago and Minneapolis and other 
agencies. Of course, that is not even a token sampling of your total 
number of warehouses. So except for indications by slow loading 
out orders and so forth you still do not know what the status of your 
inventory is in these warehouses except as is indicated by your ware- 
house receipts. Is that not correct? 

Mr. Somers. You seem to be asking me, sir, whether questions of 
getting into these, how frequently we are prepared to make inspec- 
tions, and where those inspections should be made, and whether they 
should be concentrated in one area or spread out over others. 

Mr. Correr. Let us take it in small bits. Do you believe that more 
inspection should me made? 

Mr. Somers. It would be desirable to have a representative inspec- 
tion made periodically. I mean by that, enough of a representative 
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sample to feel that it meets the normal auditing standards of spot 
check of the inventories. 

Senator Ture. Might I ask just one question right there with the 
permission of the chairman ? 

The Cuatrman. Proceed. 

Senator Tarr. Would it not be well, if we knew the number of in 
spectors that each PMA office has ina State? If we have that infor 
mation we would know whether they lacked personnel to make the 
inspection or whether the personnel was there and had failed to make 
the inspection. I do not think that should be difficult to determine. 

The Cuarrman. The evidence produced for the Dallas office, as I 
remember, was just 

Mr. Correr. One or two. 

The Cuatrman. A token number of inspectors, one or two. 

Mr. Correr. You may want information with respect to the State 
and county PMA set-ups. 

Senator Toye. No. You see, the witness just stated that the director 
in the State office was in charge not only of the PMA but also of the 
Commodity Credit Corporation grain, if I understood him correctly. 

Mr. Somers. The Director of the PMA office, as I understand it, sir, 
is responsible for the operations of all of the program under his juris- 
diction in that area. 

Senator Ture. That includes the Commodity Credit Corporation 
rain in storage / 

Mr. Somers. Yes, sir, it does. 

Senator Ture. Then he supersedes the county PMA directors who 
are responsible for what happens within their county ¢ 

Mr. Somers. Yes, sir, he is. 

Senator Ture. He is directly in charge. 

Mr. Somers. Let me qualify that to this extent : It may have a bear- 
ing on your question. The PMA commodity offices are under the 
supervision of Mr. Kruse, who is Assistant Administrator in Charge 
of Commodity Operations. 

The State offices and the county offices are under the supervision 
administratively of Mr. Snyder, who is the Assistant Administrator 
for Production. 

Now to that extent, sir, the Director of the PMA commodity office 
does not have direct administrative authority over the State and 
county offices in his area. If I gave you that inrpression, I would 
like to take this opportunity to correct it. 

Senator Ture. Did I understand you to say that the director of 
a State PMA office does not have jurisdiction over the local PMA 
offices ¢ 

Mr. Somers. Does not have administrative authority over the State 
offices and the county offices. , 

Senator Ture. What authority does he have over them? 

Mr. Somers. He is responsible for the operations of the programs 
in his area, and he cooperates with those offices in carrying these pro- 
grams out. 

Senator Ture. But he does have jurisdiction over grains that be- 
come the property of the Commodity Credit Corporation when it is 
surrendered ¢ 

Mr. Somers. To the extent that his office is responsible for the sales 
and the purchases and the loans and keeping the records for it. 


cr 
- 
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Senator Ture. And keeping the record of the warehouse grain ? 

Mr. Somers. Yes, sir; he keeps the records. 

Senator Ture. If he has any men in the field they naturally call 
upon the warehousemen who are storing Commodity Credit Corpo- 
ration grain, do they not? 

Mr. Somers. You mean, do his field people call on those ware- 
houses ¢ 

Senator Tuyr. Yes. 

Mr. Somers. I think there are others here who are better qualified 
to testify than I am as to how many field people they have. That 
s outside of my scope of the accounting work. I think there are 
others who can better testify on that, if I may. 

Mr. Correr. You were talking about the State PMA directors as 
distinguished from the regional area. 

Mr. Somers. The PMA commodity offices as such are the regional 
offices. like Dallas. Chicago. 

Mr. Correr. Right. You were talking about the State PMA di- 
rectors, were you ‘¢ 

Mr. Somers. So when the Senator asked me if the PMA commod- 
ty office in Dallas, for example, had authority over the State offices 
and the county offices I was pointing out that he does not have direct 
administrative authority over those, because those offices report to 
different people in Washington. 

Senator Ture. But there was a coordination in order that the Com- 
modity Credit Corporation have an over-all supervision there ? 

Mr. Somers. They work closely together. They are coordinated. 

Senator Tuyr. You said in answer to my question that the State 
PMA director was the administrator or the man responsible for the 
grain in that area that belonged to the Commodity Credit Corporation. 

I wanted to make certain that we clearly understood that that 
was his responsibility and that the director of that PMA office in 
the State was directly responsible to the Commodity Credit Corpora- 
tion for the grain that was stored by the Commodity Credit Corpora- 
tion in that area. That was what I was trying to establish. 

Mr. Somers. That is my understanding, sir. If any of these other 
witnesses can correct me on that, I would be very glad to have them 
do so. 

Senator Ture. If we are both in error, they should speak up right 
now in order that the record may be corrected. 

The CHarrMan. Will you step forward ? 

Mr. Watson. I think that I can clear up part of this responsibility 

naybe. 

The county and the State committees are responsible to the Com- 
modity Credit Corporation, if you want to put it that way. Actually, 
to the Administrator. They are responsible for the grain in the 
State and the county so long as it is under loan status. 

Senator Ture. That is right. 

Mr. Watson. At the time we acquire title to it. The grain that 
is stored in commercial approved warehouses, the PMA commodity 
office on that date assumes responsibility for that grain. 

Senator Ture. That is your director? 

Mr. Watson. Of the PMA commodity office. 

Senator Ture. In that State? 
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Mr. Watson. No, not in the State, but in the commodity office 
which covers three or four States. He is the director of the Com 
modity office, not the director of the State PMA committee. 

Senator Tuyr. Then the witness was not just quite clear on that 
question. 

Mr. Watson. I think there has been just a little bit of confusion 
when you defined it as the director of a State. I think Mr. Somers 
was talking mostly as to the director of the commodity office. 

Mr. Somers. That is right. 

Mr. Watson. Which covers several States, the State committee 
and the county. 

Senator Ture. His reply was that the director of that State PMA 
office was responsible. That was my understanding of it. That is 
what I wanted to get clear. 

Mr. Somers. I was referring to the director of the PMA commodity 
office, like Dallas, for example, as a regional office in Dallas. 

Senator Ture. I understood you said the State PMA director. 
You did not say the regional, and it becomes regional the minute 
you incorporate one or more States. 

Mr. Somers. I do not recall using the word “State.” I thought 
that I said PMA commodity office. 

Senator Ture. And I asked whether it was the State director. 

Mr. Somers. I missed that question. 

Senator Ture. And you confirmed it. 

The Cuamman. The record will speak for itself. 

Mr. Warson. I would like to go a little bit further, because the 
State PMA committeeman does have some responsibility. And the 
grain that remains in the States and counties that goes into our bin 
sites, the county and State committees do have jurisdiction over the 
storage of that grain, and the commodity office does not. So, there 
are two divisions. 

At maturity date PMA commodity regional office assumes respon- 
sibility on warehouse-stored grain. The county and State commit- 
tees continue to assume responsibility on the grain stored in the county 
and in the States. 

Senator Tuyr. That grain then, would that be the grain that was 
then owned by the C ommodity Credit Corporation ? 

Mr. Warson. It would be grain owned by the Commodity Credit 
Coporation stored in our bin sites. 

Senator Ture. In a bin site? 

Mr. Warson. Yes. 

Senator Ture. What if you do not have a bin site, but have rented 
storage space from an owner of an elevator? 

Mr. Warson. If it is approved commercial warehouse, and we own 
grain in that warehouse, actually have title to it, then that comes under 
the jurisdiction of the PMA commodity regional office. Any grain 
in a commercial warehouse to which we have title is under the juris- 
diction of the PMA commodity office. 

Mr. Correr. The regional office? 

Mr. Warson. The regional office. 

The Cuarrman. All right, Mr. Cotter. 

Are there any further questions? 

Mr. Correr. If you have any ideas about inspections we would like 
to have them, Mr. Somers. 
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Do you have any? 

Mr. Somers. I have no further statement to make, other than the 
one I made a minute ago. You asked me whether it was desirable to 
have inspections and to what extent. 

I think I replied from a fiscal and accounting standpoint that it 
would be desirable to have inspections frequently enough and enough 
different points of storage to Pe representative of the inventory that 
we have. That does not mean that you have to inspect every one of 
them. . 

Senator Arken. What percent of the facilities which you employ 
of commercial warehouses are licensed under the United States act? 

Mr. Somers. The director of the T. and W. Branch is here, and 
I believe he can testify on that rather accurately. I do not know the 
answer to that question. 

Senator ArkeNn. Because I think that we want to consider not only 
whether it is advisable to have additional inspection service but also 
how and by whom it shall be performed. 

The Cuatrman. In order to minimize the losses, of course, fre- 
quent inspections might to some extent do that ? 

Mr. Somers. Yes, sir. 

The Cuarrman. On the other hand, it would probably increase the 
size of the bond, and this would increase the cost of the program. 
You could do that? 

Mr. Somers. Yes. 

The Cuairman. If you add the cost of the increased bond premium, 
it may exceed the amount of the losses sustained by utilizing the 
State facilities in the case of warehousemen ? 

Mr. Somers. I think that is quite right, Senator. If we took that 
matter of inspection and bonding to its ultimate conclusion, the cost 
would exceed the benefits to be derived. 

The Cuarrman. No matter how careful you are, it is pretty hard to 
prevent thieves from stealing? 

Mr. Somers. That is right. 

The Cuarmman. We had a case yesterday in New Jersey of a bank 
where an honored official of a well-known bank there got away with 
$450,000. I presume that that bank was pretty well examined. And 
this might have been going on for quite some time. Yet the bank 
official got away with $450,000. 

It is pretty difficult to nab thieves and protect even Government 
property from thievery. 

Senator Arken. The argument for high bonds is predicated partly 
upon the lack of inspection. 

The Cuatmrman. Well, either one, or a combination of both. 

Senator Arken. They have to meet somewhere. 

The Cuarrman. They would be very costly, I believe. Speaking 
from just what I have heard so far, if we could get the States to 
tighten up on their inspection, let them give better service for the 
grain that is stored in the warehouses in respect to the States, that 
might be a plan for consideration. 

All right, sir; thank you very much. You have been very coopera- 
tive. 

Mr. Somers. Thank you. 

The Cuatrman. Raise your right hand. 
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You do solemnly swear to tell the truth, the whole truth and nothing 
but the truth, so help you God? 
Mr. Gries. I do, 


TESTIMONY OF WESTON B. GRIMES, ATTORNEY AT LAW, 
WASHINGTON, D. C. 


The Cuarman. All right, Mr. Cotter. 

Mr. Corzer. Would you give your full name for the record, Mr. 
Grimes ? 

Mr. Grimes. My name is Weston B. Grimes. 

Mr. Correr. And your affiliation, business affiliation ? 

Mr. Grimes. I am a lawyer with offices at 436 Bowen Building. 

Mr. Correr. Do you have any connection with Cargill, Inc.? 

Mr. Gries. Cargill, Inc., is my client. 

Mr. Correr. We had some testimony here yesterday and I guess 
on previous days, Mr. Grimes, with respect to a contract that was 
entered into July 27, 1949, between the Commodity Credit Corpora- 
tion and your client, Cargill, Inc. 

I will show you a copy of this letter, or I will read it to you. 

JULY 27, 1949. 
CARGILL, INC., 
200 Grain Exchange, 
Winneapolis, Minn, 

GENTLEMEN: Reference is made to the discussions with your Mr. Weston 
Grimes concerning your operation of grain-storage facilities at Norris City, Ill. 
We understand that these facilities were built for the storage of oil, but that 
with reasonable expense they can be made suitable for the storage of grain and 
that you are interested in operating the facilities under the Uniform Grain 
Storage Acreement. 

The Commodity Credit Corporation will use these facilities in accordance with 
the Uniform Grain Storage Agreement for the storage of its own grain of a kind 
and quality suitable for storage in these facilities; probably most old-crop corn 
of under 14 percent moisture. 

The corporation hereby guarantees to utilize these facilities to the extent of 
5 million bushels for a period of time sufficient to permit Cargill to earn a total 
of 1 year’s earnings under the uniform agreement during the period ending 
October 1, 1950. In other words, the Corporation guarantees a minimum of the 
total earnings under the agreement for the full period for which charges are 
paid under the agreement. 

The details of the operation and signing of the agreement will be made with 
the Chicago PMA Commodity Office. 

This guaranty is effective only if the facilities are in operation to the extent 
that grain may be received at a reasonable rate beginning September 1, 1949. 

Very truly yours, 
Ex_mer H. Kruse, Manager. 

Are you familiar with that letter ? 

Mr. Gries. I am, sir. 

Mr. Correr. You had negotiations with employees of the Com- 
modity Credit office here in Washington prior to this letter being 
written; did you ? 

Mr. Grimes. That letter was written following a meeting I had with 
Mr. Kruse in his office on, subject to check, the 22d of July. That 
meeting followed protracted discussions and announcement by the 


Department. 

My recollection of the background of the situation leading up to that 
letter is that sometime in June of 1949 the Department got out a press 
release pointing up an anticipated shortage in facilities for the stor- 
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age of grain brought about by the fact that a new crop was coming 
on in the fall and a considerable quantity of the old crop was still oc- 
cupying existing storage fac ilities. 

Sometime early in July of 1949, the Cargill people called me from 
Minneapolis and said that they had been approached by a brokerage 
firm in Tulsa, Okla., by the name of Rogers & W right, who were 
brokers in oil-well equipment and fac ‘ilities with respect to the stor- 
age of oil. They informed me that one of these gentlemen—lI believe 
it was Mr. W right —had been in Washington seeking to interest the 
Government in utilizing strplus oil-storage tanks for the storage of 
grain and that presumably, having failed to get anywhere, had come to 
Cargill and perhaps others who were engaged in the grain business 
seeking their know-how in carrying out this idea of converting oil- 
storage tanks to the storage of grain. 

The idea that you could store grain in oil storage tanks appealed to 
the operating people of Cargill. They thought it could be done. 

The prince ipal place that Rogers & Ww right were discussing at that 
time was Mexia, Tex., where there were oil tanks I recall of a c apacity 
of, oh, say 20,000,000 bushels or something like that. And they also 
had a tank farm at Norris City, Ill., and Marietta, Pa. 

Mr. Correr. Who were the clients of Rogers & Wright, do you 
know ? 

Mr. Grimes. As brokers, I do not think they represented any partic 
ular principal. The tank firm at Mexia, Tex., belonged to a subsidiary 
of Standard Oil Co. 

The tank firm at Norris City, Ill., belonged to the Texas Eastern, I 
think, Transmission Co. It was the corporation formed to take over 
the Big Inch operation after the war. 

The Texas Eastern people also owned the facility at Marietta, Pa 

As I say, Rogers & Wright and Cargill were principally interested 
in the facility at Mexia, Tex. 

However, the one at Norris City, from the standpoint of location, 
being in a position where it could store corn, which was the closest 
problem at hand, was the one that required the fastest attention. 

[ called upon Mr. Kruse, I believe, on the 22d of July. 

Mr. Correr. Did they instruct you to contact him? 

Mr. Grimes. Cargill, Inc., instructed me to get in touch with him. 
There had been an announcement that Mr. Kruse was the man in 
charge of these storage arrangements. Ordinarily, you would go to 
the Grain Branch with a matter like that, but due to this announcement 
in June I believe the Department had announced, let us say, that Mr. 
Kruse was to receive all propositions with respect to storage. 

Mr. Correr. Who did you talk to in your Minneapolis office? 

Mr. Grimes. In Minneapolis at Cargill I would have talked to Mr 
Kelm and Mr. Gage. 

Mr. Correr. Go ahead. 

Mr. Grimes. At the time I called on Mr. Kruse, or the 22d of July, 
Cargill had obtained from Rogers & Wright an option to purchase 
the Norris City facility for, I believe, about $225,000 for the land and 
the tanks, in their then condition, which, in the oil trade, is known as 
“dirty.” They had had oil in them. 

I expl: ained to Mr. Kruse that if Cargill could have a guaranty of 
1 year’s earnings under the Uniform Gr: ain Storage Agreement from 
( ‘ommodity the ‘vy would be willing to proceed to purchase these facil- 
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ities and to rebuild them, so that they would be suitable for the storage 
of grain. 

There followed the letter you read. And following that a Uniform 
Grain Storage Agreement on the standard Government form was 
executed in C Shicago bearing an additional paragraph which incorpo- 
rated the letter you read by reference and spelled out what the earn- 
ings for 1 year on 5,000,000 bushels of grain under the Uniform Grain 
Storage Agreement would be, which, as I recall it, was approximately 
$610,000. 

Mr. Correr. $612,500. . 

Mr. Grimes. Well, whatever the actual figure was, the rate times 
5,000,000 was the consideration. 

Mr. Correr. Was that a flat figure arrived at as a result of negotia- 
tions which you had with the personnel here at the Washington Jevel ? 

Mr. Gries. No, sir; my recollection as to that paragraph in the 
uniform agreement executed in Chicago is that, using Mr. Kruse’s 
letter as a base, 1 drew the paragraph to be added to the uniform 
agreement and sent it by telegram to Cargill in Minneapolis as my 
opinion of what should be incorporated in the unifqrm agreement 
to carry out the letter that Mr. Kruse had addressed to Cargill. 

Mr. Correr. Well, this flat figure of $612,500 is unique, we find, with 
respect to this type of storage agreement in that it includes in addi- 
tion to your guaranteed storage of one-twentieth cent per day, which 
would aggregate $500,000 for the 5,000,000 bushels, $75,000 for insur- 
ing, conditioning, and receiving and storing for the first 10 days, and 
a Joading- out charge of three-fourths cent a bushel, or $37,500. 

Mr. Gries. I think those are both standard provisions of the 
uniform agreement, sir. 

Mr. Correr. I think they are, sir, but I think they contemplate 
actual grain being loaded out. 

Mr. Grimes. The second one is, perhaps, the one you wish to point 
up, Mr. Cotter. The first one, which is the receiving and conditioning, 
the minute the grain is received that is earned. 

Mr. Correr. But if the grain is not received it is not earned; is it? 

Mr. Grimes. I do not understand that, so far as 

Mr. Correr. If you have guaranteed-storage agreement, does it not 
just go to the storage, and you would not “have to pay unloading 
charges where you had no grain to unload? 

Mr. Grimes. The proposition that Cargill made to the Government, 
as far as Norris City is concerned, was that the *y were to receive the 
total earnings for 1 year on 5,000,000 bushels under the uniform 
agreement. 

Mr. Correr. I am only pointing out that it is unique, and I am ask- 
ing you if you conferred with personnel at the Washington level in 
negotiating this figure? 

Mr. Grimes. No one but Mr. Kruse, so far as I can recall. I think 
Mr. Tripp was present in Mr. Kruse’s office. 

Mr. Correr. Mr. Tripp was present? 

Mr. Grimes. Yes. 

Mr. Correr. Was the figure of $612,500 broken down as we have 
indicated—had that be consumated at the time this letter was written 
or did not that come up until afterward when the contract was ac- 
tually being written in Chicago? 
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Mr. Grimes. I would say that, to the best of my recollection, the 
figure of $612,500 did not come up in the discussion with Mr. Kruse 
or with Mr. Tripp, if there was a separate discussion with Mr. Tripp, 
although I do not recall one. The $612,500 simply represents a math- 
ematical expression of the words of Mr. Kruse’s letter; to wit: the 
total earnings under the Uniform Storage Agreement of 5,000,000 
bushels of corn for 1 year. 

Mr. Correr. The Chicago PMA regional office officials have testi- 
fied that they had several conversations, as I recall it, with Washington 
with respect to this unique feature, and I think they testified that they 
talked to Mr. Tripp and to Mr. McArthur both, and that they were 
instructed to put it in this way, and that that was some time after 
the original letter, and that would suggest that you had some con- 
versations with Mr. McArthur or Mr. Tripp subsequently. 

Mr. Grimes. I will check my daybook, but my recollection is that 
I did not have discussions concerning Norris City. We continued to 
discuss Mexia, which subsequently was purchased by Cargill, and 
grain was stored there under one of the general announcements of 
August 1949. 

Mr. Correr. Did you get the same kind of a deal at Mexia? 

Mr. Grimes. It is not exactly the same. Your situation in Norris 
City was this. You had a facility there which was capable of storing 
5 million bushels of corn. It was past the middle of July. You will 
note in that letter that Mr. Kruse requires that it be ready to receive 
corn by September 1. 

Mr. Correr. Which it was not. 

Mr. Grimes. Which it was. It received corn not in its full capacity, 
but it is my understanding that it received corn beginning September 
1. Icould be wrong on that. 

Mr. Correr. We have a record which shows that is not so. 

Mr. Grimes. The point is that time was of the essence. The De- 
partment, apparently, had in mind getting out a couple of general an- 
nouncements as to storage which is the normal way for them to an- 
nounce to the trade as to what they will do. Anyone who will con- 
struct new facilities will receive the following sort of a contract. 
Anyone who will convert existing facilities will receive the following. 

Those programs were not yet “announced, perhaps not formul: ated 
finally. In late July of 1949. This facility was needed promptly, so 
Mr. Kruse’s letter represented a proposition to Cargill to go ahead 
at Norris City on terms which subsequently in August, I think the 
latter part of August, were, generally speaking, made available to 
everyone by public announcement. 

Mr. Correr. When you speak of uniform grain storage agreement 
is does provide so much for loading in and so much for conditioning 
the first 10 days and so much for loading out and nobody gets paid 
for that unless they actually handle the grain. 

Mr. Grimes. Under the offers that Commodity made to the trade 
generally in August of 1949, Mr. Cotter, had they been accepted by a 
warehouseman and had he constructed or converted the facilities, 
spent money on it and had Commodity failed to present the grain in 
suflicient quantity to fill that warehouse, that warehouseman would 
have been entitled to payment from Commodity whether he had re- 
ceived the grain or not, because that was the proposition they made. 
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Mr. Correr. I think he would for his storage. Would he be en- 
titled to a mythical load-out charge? 

Mr. Grimes. I view a contract from the standpoint of the total 
revenue it produces, not part of the revenue it produces. 

Mr. Correr. I think that this uniform grain storage contract was 
only drafted with respect to rates and so forth as they would apply, 
and that you would not—— 

Mr. Grimes. If a man accepted the general announcement and no 
grain was supplied to him he would have stored no grain, yet you 
think he would be entitled to the storage, and so do I. 

Mr. Correr. I think there is no question about that. 

Mr. Grimes. The total fees you earn under the contract represent 
your income. There is a certain amount of outgo from the storage. 
There is a certain amount of outgo for the inbound charge and the 
outbound charge—an element of profit in all of those things. 

Mr. Correr. I believe there is. 

Mr. Grimes. Perhaps you think only the storage should be con- 
sidered. I think that all of the earning factors of a contract should 
be considered by a contractor in deciding whether he will make it 
or not. 

Mr. Correr. The Chicago agency has testified, that is, the officials 
from that agency, that this contract is unique with them in that they 
had a number of guaranteed storage agreements, but only one guaran- 
teed income agreement, and that this was dictated by Washington. 

Did you have any difficulty in collecting under your agreement ? 

Mr. Grimes. So far as I know all of the invoices rendered to date 
for services performed by Cargill at Norris City have been paid. If 
they have not Cargill has not felt it of sufficient seriousness to forward 
them down to me to try to collect them. 

Mr. Correr. Subsequently, did it ever come to your attention that 
the year had elapsed, that the grain had been slow going in and that 
the year had elapsed and the grain was still in there and there had 
been no real load-out charges, and that the Commodity Credit Cor 
poration was billed for these load-out charges? 

Mr. Grimes. One occasion when I was in Minneapolis, but as to when 
this would be I would not know, that someone in Cargill accounting 
department discussed with me whether or not they should invoice for 
the full amount of storage due plus all charges which would have 
been earned as at the end of the first vear, and I advised them to do so. 

The Cuarrman. That is if the grain was moved out. 

Mr. Grimes. No, this contract, Senator Ellender, provided for the 
payment of all—— 

The CHarrMan, T understand. 

Mr. Grimes. All of the payments due. 

The Crarmman. Providing everything in the contract was _ per- 
formed, if the grain was moved out. What was it, a vear after or 2 
years after? Why, I understand they got a fee for that, too, did they 
not ¢ 

Mr. Correr. You were paid double. 

The Cratrman. So actually you were paid twice. They were paid 
for the first year, T suppose, on the supposition that the grain would 
be moved out, but the grain was not moved out, and they were paid 
their fee, then later on when the grain was actually moved out they 
were again paid, 
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Mr. Grimes. Under the construction of this contract that is exactly 
what Cargill was entitled to receive. 

The Cuarrman. It strikes me—— 

Mr. Grimes. I do not say that it is a good contract for the Govern- 
ment, but I say that is what they were entitled to receive. 

The Cuarrman. It strikes me in all fairness and justice that Cargill, 
being such a big concern and a fine concern, ought to remit to the Gov- 
ernment at once and without equivocation that $37,500. 

Senator ArkeN. If you had actually loaded out the grain before the 
expiration of the first year the loading-out pay would not have been 
all profit, would it / 

Mr. Grimes. No, sir. 

Senator ArkeN. But not having loaded out any grain it was all 
profit ¢ c es 

Mr. Grimes. If this contract worked out so that in-bound facility 
was full at the first anniversary, and I believe that is the case, and 
they were paid as the contract provided. 

Senator Arken. You claim you stood ready to move it out before 
the expiration of the first annual contract ? 

Mr. Grimes. That would be the legal position. 

Senator Arken. That you were not ordered to load it out. 

The Cuarrman. That is right. 

Mr. Grimes. Under the terms of the contract Cargill was entitled 
to all of the possible earnings. 

Senator Aiken. There is not any question about the terms of the 
contract. What we are interested In is the handling of contracts by 
Government officials. 

Mr. Grimes. | am not sure that the payment of the loading-out 
charge portion of this was not held back for a little while by the 
Government. It was subsequently paid. I know all contracts have 
been paid on this contract. 

The CuairmMan. That is because of this clause that you, a good 
lawyer, put in that contract, 1 presume. I concede that with what 
you say was in that contract that strictly speaking they were en- 
titled to it, but on the other hand it strikes me that Cargill, being such 
a big concern, doing a lot of business with the Government, should 

ot take advantage of it that way, because 1 deem that taking ad- 
vantage of the Government. 

Senator Arken. As a taxpayer it seems to me that Cargill should 

ive protested any such contract as this. 

The CHatrman. On the other hand the attorney states that there 
was a huge cry for storage facilities, this corn that was on the farm 
had to be moved out, so that the new crop could be stored, and I 
presume that they simply made up their mind to almost take the 
storage at any price. 

Mr. Grimes. Well, this Norris City operation was not exactly one 
that Cargill did not make an investment in. They invested two hun- 
dred and twenty-five thousand-odd dollars in these facilities at the 
outset. 

Mr. Correr. Do you know how much you have paid for the storage / 

Mr. Grimes. Offhand, no, but let us put ourselves back in 1949 for 
a moment. $225,000 cash outlay for this tank farm which was in 
the condition any oil tank farm would be in. Then they had to move 
some tanks around. The tanks had to be opened up and sandblasted. 
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The tanks had to be converted so that you could get grain in and out 
of them. 

My recollection is that the total capital investment, the immediate 
outlay in July and August of 1949, totaled about $375,000, and from 
there on 

Senator Ture. That $375,000 included the original purchase price ‘ 

Mr. Grimes. That is correct. 

Senator Ture. Plus the reconditioning? 

Mr. Grimes. Plus the conversion costs. 

Mr. Correr. But you do not know what you have received ? 

Mr. Grimes. Why, the normal income under a uniform grain-stor 
age agreement from July 1949—from September 1949 to September 
1950 was $612,000. 

Mr. Correr. No. 

Mr. Grimes. Less $37,000, if you want to take that, amd if the 5 
million corn stayed in another year I suppose it would be about an 
other $500,000 storage income. That is about the rate it would go at 
10 cents a bushel a year. That would be my guess. I am not too 
familiar with the details of these rates, but that is no different than 
anyone else gets. 

On that theory you could take a man with a fully depreciated coun 
try elevator such as you have in Senator Thye’s State, in Minnesota, 
carried at $1, and if the farmer or the producer’s association got 
$50,000 a year for an investment of $1, it would look pretty rough, if 
you want to approach things that way. 

Mr. Correr. I think the issue raised here, might it not suggest that 
you were almost dictating the terms to the Commodity Credit Cor- 
poration which they accepted ? 

Mr. Grimes. On the contrary. 

Mr. Correr. And which were unusual? 

Mr. Grimes. Quite the contrary. I would say that Cargill did any- 
thing but dictate the terms. They stated to Mr. Kruse that they were 
in a position to buy a certain facility that would store so much corn. 

Mr. Correr. I do not think that Mr. Kruse’s letter suggests the end 
result of the agreement. It says nothing about $612,000. 

Mr. Grimes. It is my opinion that Mr. Kruse’s letter-—— 

Mr. Correr. That is your interpretation which was accepted by the 
Commodity Credit Corporation and the Chicago office says that it was 
instructed to do this by Washington. 

Mr. Grimes. I know nothing about that phase of it, but it is my 
interpretation that the added paragraph to the uniform agreement 
covering Mr. Kruse’s letter is a fair statement of what Mr. Kruse’s 
letter is intended to mean, namely, that the warehouseman was to 
receive the full earnings from 1 year’s operations of the uniform grain- 
storage agreement. 

Mr. Correr. Do you have a lot of business with the Commodity 
Credit Corporation ? 

Mr. Grimes. Cargill does. 

Mr. Correr. In representing your client? 

Mr. Grimes. Cargill does. But most of their business with the 
Production and Marketing Administration, of which Commodity 
Credit Corporation is a branch, is done through their field offices. 
Ordinarily, when I become involved in a matter it is because—— 

The Cuarrman. When they become involved ? 
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Mr. Grimes. There is a dispute. 

Mr. Correr. You do not concern yourself with purchases and sales 
and things like that ? 

Mr. Grimes. The only purchases and sales that I have anything to 
do with are those which occasionally arise where the sales or terms of 
them are such that the field office of commodity, say in Minneapolis 
or Chicago, may want the Cargill people to come to Washington to 
discuss it in their company, and in that event I would usually attend 
the conference or discussion on the contract. 

Mr. Correr. How frequently does that occur ¢ 

Mr. Grimes. Oh, I would say twice a year, perhaps. 

Mr. Correr. And do you have any other occasions for contacting 
personnel of the Commodity Credit Corporation ¢ 

Mr. Grimes. Cargill’s are also engaged in the fats and oils business 
and there is a certain amount of relationship, legal relationship, 
between Cargill’s and the department in that field, yes. 

Mr. Correr. How frequently would you suggest that you contact 
the personnel of the Grain Branch of the Commodity Credit Corpora- 
tion ¢ 
Mr. Grimes. You mean talk to someone in the Grain Branch ! 

Mr. Correr. Yes. 

Mr. Grimes. It is spasmodic. I suppose if you averaged it out 
over a year, once a week, but I would say sometimes a month might 
go by and nothing happen, and then sometimes I would be talking 
to them two or three times a day. 

Mr. Correr. Who are your principal points of contact there? 

Mr. Grimes. The persons with whom I most frequently speak in 


the Grain Branch are Mr. McArthur and Mr. ee 


Mr. Correr. Mr. Tripp and Mr. McArthur—anybody else ¢ 

Mr. Grimes. Occasionally with Mr. Watson. 

Mr. Correr. Ever talk to Mr. Entermille? 

Mr. Grimes. Occasionally. Mr. Entermille in connection with mat- 
ters pertaining to the International Wheat Agreement and foreign 
relations in agriculture. 

Mr. Correrr. Is there anything else you would like to offer about 
this? 

Mr. Grimes. No; I have nothing further. 

Mr. Correr. On this rather unique contract ? 

Mr. Grimes. It is possible that Cargill may wish to offer a state- 
ment of the exact cost of acquisition and conversion of this Norris 
City facility. If that would be acceptable by the committee. The 
figures I gave you are approximate. 

Mr. Correr. Would that hardly go to the issue here ? 

Mr. Grimes. From what I have been reading in the newspapers and 
from the copy of the record which I perused for 1 day last week, the 
inference is left that with no investment Cargill secured earnings of 
$612,000 which is, of course, not the case at all. 

Mr. Correr. I think the real issue is whether this is a fair and 
equitable charge. 

The Cuatrman. You mean the $37,000? 

Mr. Gries. You are getting down to the $37,000 now. 

Mr. Correr. And everything that that suggests. 

Senator Arken. You do not regard that as a capital investment, 
do you? 
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Mr. Grimes. The what? 

Senator Arken. The purchase of the tanks and the land and the 
sandblasting and conditioning ? 

Mr. Grimes. The purchase of the land and the tanks is a capital in- 
vestment, Senator Aiken. As to what extent the others are chargeable 
as expenses or must be taken into capital accounts depends a good 
deal upon your income-tax accountant. 

Senator Arken. There has been testimony to the effect that those 
tanks got pretty hot and were not exactly suited to the storage of 
corn. Suppose that you do not get more corn to store, what would 
you do with those tanks? 

Mr. Gries. I have no idea what they would do with those tanks, 
sir. ‘They are portable in the sense that they can be- 

Senator Arken. They can be sold and moved. 

Mr. Grimes. They can be cut and moved and rewelded together. 

Senator Aiken. What are you storing in the Texas tanks, small 
grains ¢ 

Mr. Grimes. Originally the Texas tanks, I believe, stored wheat 
and sorghums. I would not have any’ idea what they have in them 
now. 

The Cuatrman. I think the evidence shows that those tanks were 
aerated. The probabilities are if that had been the situation in the 
Norris City, IIl.. tanks, this heating would not have occurred. 

Mr. Grimes. I have not understcod that there was any serious 
problem of heating at Norris City, but, as 1 say, I would not know 
anything about the operating end of these things. 

The Cuairman. Mr. Grimes, you handled all of the entire trans- 
action here in Washington. did you not ? 

Mr. Grimes. So far as I know; yes, sir. 

The CHarrmMan. So far as vou know there was no pressure used; 
it was done on an up-and-up basis ¢ 

Mr. Grimes. I made one personal call on Mr. Kruse in his office. 

The Cuamuman. Did Mr. Kruse at that time represent to you that 
it was absolutely necessary for the acquisition by him of storage 
space and was that the reason why he made such a unique contract ? 

Mr. Grimes. I would not say that Mr. Kruse had opened the con- 
versation by saying that he was in dire need of storage space and he 
had to rent anything that he could get. The fact that the Depart- 
ment needed storage space was a matter of public knowledge at that 
time. It had been announced. I would guess that Mr. Kruse saw 
me and maybe a dozen other people with similar propositions for the 
storage of grain. That was his business at that time. 

The Cuamman. I think it was testified that he did receive offers 
from others. but the difficulty was that those who made the offers 
were not acquainted with the grain business as was Cargill, that is, 





in managing it. 

Mr. Grimes. Yes. 

The Cuamman. And probably what prompted him to do business 
with von for Cargill was the fact that Cargill was engaged in that 
business ? 

Mr. Griues. I think that is correct. I do not think that Mr. Kruse 
or anv other prudent official of the Government would do business 
with someone who knew nothing at all about the storage of grain. 

Mr. Correr. You had this grain on an identity-preserved basis? 
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Mr. Gres. Prior to June 30, 1950, it is my recollection that the 
Commodity Credit Corporation required warehousemen to store all 
its corn on an identity-preserved basis, so that any corn acquired by 
a warehouseman prior to that date would in keeping with our policy 
automatically have been received and kept identity preserved. 

Mr. Correr. And in that connection you were not responsible for 
any depreciation ! 

Mr. Grimes. The responsibility of the warehouseman’s storing 
identity preserved goods is less than it is storing so-called commingled 
goods. The warehouseman has responsibilities in both instances. 

The Cuarrman. What about the overheating in this case? 

Mr. Grimes. When grain is stored identity preserved it is my recol- 
lection that there is a series of notices of inspections set up in this 
uniform grain storage agreement, and that when the warehouseman 
complies with those notices of inspection provisions he then relieves 
himself of liability. 

I still say, Senator Ellender, you may obviously have testimony 
about heating, I did not understand that there was a problem pres- 
ently of heating at Norris City. As I say, if so, it has not come to my 
attention. 

Mr. Correr. Did you say that you got a copy of the testimony last 
week and read it? 

Mr. Grimes. I got the testimony of one day last week when Mr. 
Bradley was here. The heating that I recall, Mr. Cotter, was an 
instance where one of the Chicago oflicials of Commodity went into 
one of these bins while it was being prepared for the storage of corn 
and being sandblasted and found that it was extremely hot in there, 
as I am sure it was. 

The CHairman. I think there was some testimony, also, that after 
the corn was in there that the temperature on the outside was “X” 
degrees and inside it was way up—it was freezing outside and hot 
enough almost to cook an egg inside. 

Senator ArkeN. The testimony was that they found the tempera- 
ture outside to be 14 below and it ran from 105 to 115 inside. 

Mr. Grimes. That was while the tank was in empty condition ¢ 

Mr. Correr. While the grain was in there, 6 months after the grain 
was in there. 

Mr. Grimes. I did not happen to pick that up in reading through 
the testimony. I had understood that the problem of keeping quality 
at Norris City had to do with an odor, rather than with heating. 

Mr. Correr. You are not familiar with the fact that the Commodity 
Credit Corporation has been shipping grain out of there ¢ 

Mr. Grimes. No; they have been shipping it out ? 

Mr. Corrrer. Over two-thirds of it has been damaged and it is run- 
ning about 2U-percent damage. 

Mr. Grimes. I am not familiar with any of that phase of the oper 
ating phase. 

Mr. Correr. I think that we received testimony that there was a 
similar experience at Mexia, not by your concern, but by another 
concern which did put in flues or some sort of aerating equipment and 
had very marked success. You used no equipment in this, but just 
put the corn in in dead storage; is that not correct? 

Mr. Grimes. I do not know what they do, Mr. Cotter. I know 
that the tanks were converted for the storage of grain in some manner. 
I believe that straw is put in on top to take up moisture. 
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Mr. Correr. That was done in Texas. 

Mr. Grimes. I think that was done in Illinois, too. I am not sure 
of that, but that would be a normal operation. That picks up the 
moisture that forms on the top of the tank. 

Mr. Corrrer. We have testimony on that. You did not give us 
what the deal was in your Mexia operation. 

Mr. Gries. I did not have anything to do with that, with Mexia, 
except the discussion stage at the Grain Branch, whatever was done. 

Mr. Correr. You started to tell us that it was a different type of 
transaction and the details, and you were interrupted. 

Mr. Gries. In August of 1949 it was my recollection that the 
Department got out two public announcements. 

Mr. Correr. I mean about the actual contract. 

Mr. Groves. At Mexia? 

Mr. Correr. That Cargill had at Mexia—do you know what the 
terms of that are? 

Mr. Grimes. I believe that was made between the Kansas City 
regional office and Cargill. 

Mr. Correr. You had nothing to do with it? 

Mr. Grimes. I discussed Mexia, in fact that was the contract that 
Cargill was most interested in, but the Department here did not choose 
to proceed with the Mexia contract in July. 

fr. Correr. Did you get a load-out, a substantial load-out pay- 
ment that you did not earn in the Mexia transaction ? 

Mr. Grimes. If Mexia was on the uniform agreement there was 
no load-out payment made until the grain was actually loaded out. 

Mr. Correr. Was not the Norris City storage under the uniform 
grain agreement ¢ 

Mr. Grimes. Plus one additional clause incorporated by reference 
in Mr. Kruse’s letter. 

Mr. Correr. Do you know the terms of the agreement at Mexia? 

Mr. Grimes. So far as I know it is the uniform grain storage agree- 
ment. Ido not know of my own knowledge. 

Mr. Correr. Did it not contain this special feature? 

Mr. Gres. So far as I know it did not. 

The Cuarrman. Are there any further questions? If not, we thank 
you very much. 

The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:30 p. m., the committee recessed to reconvene 
at 2 p. m.) 

AFTERNOON SESSION 


Present: Senators Ellender (chairman), Aiken, Young, Thye, 
Kem, and Hickenlooper. 
Also present: Paul J. Cotter, chief counsel for investigations. 
The Cuatrman. The committee will be in order. 
Won’t you gentlemen sit here, please, all of you. 
Mr. Correr. Mr. Murphy has not been sworn. 
The Cuarrman. You solemnly swear the testimony you are about to 
give this committee will be the truth, the whole truth, and nothing 
ut the truth, so help you God? 
Mr. Murrny. I do. 
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TESTIMONY OF E. J. MURPHY, DEPUTY DIRECTOR, GRAIN BRANCH, 
PMA, UNITED STATES DEPARTMENT OF AGRICULTURE 


The Cuatrman. Will all of you gentlemen please identify your- 
selves 

Mr. McArruour. I am William McArthur. 

Mr. Watson. Drexel D. Watson. 

Mr. Trier. John EK. Tripp. 

Mr. Troyer. A. F. Troyer. 

Mr. Correr. Mr. Murphy, since you only have a specific interest 
in the Grain Branch operations or the operations under the Grain 
Branch and, perhaps, we can dispose of your testimony in a few 
minutes, we will try to take you first, and then you can be excused. 

Would you give us what your position is with the Grain Branch ? 

Mr. Mureny. I am Deputy Director of the Grain Branch. 

Mr. Correr. In charge of what functions? 

Mr. Morrny. In charge primarily of the functions having to do 
with marketing and service and regulatory work. 

Mr. Corrrr. Well, could you be more specific or in lay language tell 
us what your functions are. 

Mr. Murpny. Yes, sir. 

In that area of responsibility there are four divisions of the Branch, 
an Inspection Division, a Federal Seed Act Division, a Market News 
Division, and one on the standardization, research, and testing. 

The Inspection Division is, by far, the larger area of responsibility, 
and I think, without second-guessing counsel, that probably would be 
the one that you would be more interested in. 

Mr. Correr. That is the one we are interested in. 

Mr. Murpny. Because it does take in inspection. 

Mr. Correr. Would you tell us what your functions are in the 
Inspection Division ? 

Mr. Murpny. Yes, sir. 

Primarily, first, I would say administration and enforcement of 
the United States Grain Standards Act. 

Mr. Correr. How long has that act been on the books? 

Mr. Murpny. Since August 1916. 

Mr. Correr. What does it provide, very briefly ? 

Mr. Murpuy. It provides, roughly, three things: That the Secre- 
tary of Agriculture shall promulgate standards for grain, that he 
shall license inspectors to apply those standards, and that he shall 
handle, through his agents, appeals from their inspections upon 
application of any interested party. 

In addition there are minor—I wouldn’t say minor—there are other 
provisions dealing with fraud and misrepresentation, policing pro- 
visions, which are not too important as we go along with it. 

Mr. Correr. Did I understand that you licensed inspectors? 

Mr. Murpny. That is right. 

Mr. Correr. Now, are all grain inspectors licensed under this act ? 

Mr. Murrny. No, sir. 

Mr. Correr. What inspectors are? 

Mr. Murpuy. Well, of course, Mr. Cotter, an inspector includes a 
broad category. For example, under the Warehouse Act there are 
inspectors who are not licensed under the Grain Standards Act. If 
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you will, I think maybe I can give you a little better picture of it by 
saying that the licensing of these inspectors who inspect and gra: 
grain under the Grain Standards Act was designed primarily for 
market grain, grain arriving at the market place, being processe|, 
and being distributed from there or put in export commerce, 

Mr. Correr. Do these inspectors who go out from boards of trade, 
are they licensed under your act ¢ 

Mr. Morrny. For the most part they are. If they undertake to 
certificate grain in interstate and foreign commerce they must be 
licensed under the statute. 

Mr. Correr. How many such inspectors do you have licensed ? 

Mr. Mourpny. The last check-up—and I have the figures here—was 
around 490-495. 

Mr. Correr. And they appear in and near your grain markets 
throughout the country ¢ 

Mr. Morrny. That is right. They are established at those grair 
marketing centers where the volume of business is sufficient to war- 
rant their maintenance, because it costs money to keep them going. 

Mr. Correr. Well, do they travel to other parts to inspect shipments 
of grain? 

Mr. Morrny. They are not required to. They may, by special 
arrangement for mileage and fees, and so on. 

Mr. Correr. Are they at any businessman’s beck and call, you might 
say, if he wants his grain inspected in connection with a sale trans- 
action ? 

Mr. Mocrreny. They are, if he is within the market place where 
they have their licenses posted. That is what circumscribes the area 
in which they must inspect grain, if it comes within the terms of the 
act. 

Now, there may be many inspections that are performed other 
than for compliance with the law, which would mean for contractual! 
purposes, intrastate, for example. 

Mr. Correr. Who pays for this service, sir? 

Mr. Morrny. The applicant for the inspection. 

Mr. Correr. It is done on a fee basis, I take it ? 

Mr. Murruy. Yes; and that fee, of course, goes to the inspector, 
not to the Federal Government. 

Mr. Correr. Are these inspectors employed by the CCC in thei: 
operations ? 

Mr. Murruy. None. None who would be licensed, because—well, 
fundamentally because the CCC is really engaged in grain merchan- 
dising, and the law prohibits any licensee from being in the employ 
of a person or firm engaged in the merchandising or warehousing of 
grain. 

Mr. Correr. But would not the CCC be able to use the facilities of 
these inspectors in the course of its merchandising of grain on the 
same basis as a private individual ? 

Mr. Murrny. Yes, sir. 

Mr. Correr. Well, don’t they do that? 

Mr. Murpuy. I understand they do; yes. 

Mr. Correr. That is what I was driving at. 
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Mr. Murrny. I understood you to say couldn’t they be in the em- 
ploy of CCC. 

Mr. Correr. Oh, no. I asked were they employed by them. 

Mr. Mureny. I am sorry. 

Mr. Correr. How does CCC use them? Could you go into a little 
detail on that ? 

Mr. Mourpuy. Well, I wouldn’t know this of my own knowledge, but 
by gener: al knowledge and information, Mr. Cotter, it would be that 
the CCC had grain in a position where they were putting it to a 
buyer or taking it from a buyer, and it was moving from or to a 
market where one of these inspection departments was established, 
they would, in regular course, call on the inspector to perform the 
inspection. 

Mr. Correr. When CCC has its take over of grain which has been 
under the support-price loan, do these inspectors that are licensed 
by your division, establish what grade this grain is when it is taken 
over Y 

Mr. Murrrry. When it moves to a market where they are located. 

Mr. Correr. But they do not do any transient work ¢ 

Mr. Murpuy. Oh, yes—did you say transit ¢ 

Mr. Correr. Transient. 

Mr. Mureny. I do not understand what you mean. 

Mr. Correr. Well, they do not go out to any particular elevator, 
say a country elevator, and establish officially what the weight or 
what the orade of the particular grain is ¢ 

Mr. Murrny. No, sir; not as a general practice. But, as I in 
dicated in my preliminary statement, that they could be employed 
to do that if their other duties would permit it, and arrangements 
were made for it. 

The Cuatrrman. As I understand it, under the uniform grain con- 
tract if a warehouseman finds that some of the grain is deteriorated, 
does he not ever use some of these inspectors in order to find that 
out, and then a certificate is issued by the inspector, which is used 
by the warehouseman with the ¢ ‘ommodity Credit Corporation ¢ 

Mr. Murruy. That is so, Senator; in which case he would have 
to arrange with the licensee nearest to his facility to go there. 

The CHatrrMan. Now, all of this is done at the request of the ware- 
houseman for his own protection under the contract. 

Mr. Mureny. In that particular case; yes, sir. 

The Cuamman. That is what I am talking about. 

Mr. Murrny. Yes. 

The Cuarrman. And the fees, if any, are paid by that warehouse- 
man. 

Mr. Mcreny. I couldn’t tell you about that, but I should judge 
that they would be because he is the app.icant for inspection. 

The Cuarreman. Yes. 

Mr. Correr. You also might have the same warehouseman that 
might report informally by letter, and the CCC would desire to get 
an official grade on the grain in his warehouse, and they could also 
send an inspector out there; is that right 
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Mr. Murpny. That is right, provided the grain be made accessible 
for taking a representative ‘sample. 

Mr. Correr. What is the radius that these inspectors would cover 

Mr. Murruy. Oh, that would be a guess, but I should judge in 
some of the more sparsely sectioned country, areas of probably 15, 20) 
miles; that is just a guess, though. It would depend on how much 
business he had in his own market and how anxious he was to go 
outside. 

Mr. Correr. Do you have any supervisory or administrative powe: 
over these licensed inspectors other than the granting them of a 
license / 

Mr. Murrnuy. Oh, yes, sir. We have the supervisory duty really 
to see to it that so far as may be that they shail apply the standards 
uniformly and correctly. 

Mr. Correr. I mean, with respect to directing them in their work. 

Mr. Mvurruy. No, sir. That is entirely administrative within the 
organization by which they are employed, such as a board of trade 
or a State. Several States have these inspection departments. 

Mr. Correr. Are there State grain inspectors as well as inspectors 
that are licensed under your act ? 

Mr. Murrny. Yes, sir; both. The State inspector would be em- 
ployed by the State. He would be licensed under the Federal act in 
order that he may certificate for the movement in interstate or foreign 
commerce. 

Mr. Correr. Then, most State inspectors are licensed under the 
Federal act? 

Mr. Murreny. Oh, yes. In fact, our statute requires that we issued 
a license to a State inspector once he is properly appointed. 

Mr. Correr. Do you know whether or not any of these inspectors 
are used in connection with the inspection of CCC grain in ware 
houses for quality examination ¢ 

Mr. Mureny. I think they are; yes, sir. I have seen correspondence, 
that is, copies of correspondence, in connection with inspection busi 
ness indicating that. 

Mr. Correr. Do you know to what extent they are used? 

Mr. Mvrrny. No; I wouldn’t know that. 

Mr. Correr. Do you know whether they are used to the extent that 
they should possibly be used? 

Mr. Murreuy. I wouldn't be entitled to an opinion on that, Mr. 
Cotter. 

Mr. Correr. In the light of your position in the Grain Branch, 
do you mage in any way to coordinate these inspection facilities 
with the problems and functions of Commodity Credit in Grain 
Branch operations ¢ 

Mr. Mureuy. Yes; we do to the extent that we are able to do it. 

Mr. Correr. Would you describe how you do it; what you do? 

Mr. Mourruy. Well, one way basic ally “would be that we are always 
trying to get the folks who deal in grain to be familiar with the re- 
quirements of the standards so that they may not have disappoint- 
ments when they get their grain to market, having thought it was a 
higher grade, and when it is officially inspected it turns out to be a 
lower grade than they had hoped. So we hold these schools to which 
folks who are engaged in not only procuring for Commodity Credit 
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Corporation but also the elevator operators out in the country, that 
may be taking it into the country houses, show them how we apply 
these factors in order that they may do it in an initial sort of way 
even though they may not be authorized to do it officially, to certifi- 
cate it. 

Mr. Correr. I am not sure that that is an answer to my question. 
I was trying to find out if you coordinated the facilities of this branch 
with problems that might arise in Commodity Credit operations or in 
the Grain Branch’s operations, in particular, such as grain going out 
of condition in warehouses or any other probably numerous problems 
that confront the Grain Branch, and if there was any coordination to 
meet the problems as they arise where you could be of assistance or 
these inspectors, licensed under your act, could be of assistance. 

Mr. Mureny. I think I can answer that partly by saying yes, sir, 
we do, both at the director’s level, and then, as the problem gets back 
into the field, wherever they find that these licensed inspectors are not 
availablé to go out there, on cases that are important, if we have men 
anywhere in that neighborhood, we go there and perform the inspec- 
tions for their benefit. 

Mr. Correr. How do you distinguish between the licensed inspec- 
tors and your men? 

Mr. Murpuy. Our men are federally employed. Their main duty 
s to supervise the work of these licensees and to handle appeals, if 
any at all, by folks who are dissatisfied with the results of the original 
inspection. 

Mr. Correr. To watch the standards, and so forth? 

Mr. Morrny. That is right. 

Mr. Correr. These inspectors, these licensed inspectors, they never 
make a quantitative inspection, do they ¢ 

Mr. Murpuy. You mean for weighing? Did I understand you to 
say quantitative ? 

Mr. Correr. Yes, sir; quantitative inspections—— 

Mr. Mourpny. No, sir. 

Mr. Correr (continuing). Of a warehouse? 

Mr. Murrny. By reason of their license to inspect and grade grain 
they are not in any way authorized to weigh, but I should tell you 
that in many markets the same men who hold license as grain inspec- 
tors may also, by their commercial exchange, which is a local thing, 
or by their State, be licensed as weighmen. 

Mr. Correr. You are describing now an official weighmaster or 
somebody who gives a certificate officially as to the weight of a par- 
ticular consignment # 

Mr. Morpny. That is right. 

Mr. Correr. But none of these inspectors ever goes into a ware- 
house, and by matching warehouse receipts and measuring bins, and 
so forth, determines the quantity of grain? 

Mr. Mourpuy. No, sir. 

Mr. Correr. I think that is all. 

The Cuarmrman. Thank you, Mr. Murphy. 

Mr. Morpuy. May I be excused ? 

The CHarrman. Yes, sir. 

Mr. Morpuy. Thank you. 

The Cuarrman. All right. 
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TESTIMONY OF WILLIAM McARTHUR, DEPUTY DIRECTOR, GRAIN 
BRANCH, PMA; DREXEL D. WATSON, DIRECTOR, GRAIN BRANCH, 
PMA; A. F. TROYER, DEPUTY DIRECTOR, GRAIN BRANCH, PMA: 
AND JOHN E. TRIPP, CHIEF, PROCUREMENT AND SALES DIVI. 
SION, GRAIN BRANCH, PMA, UNITED STATES DEPARTMENT OF 
AGRICULTURE—Resumed 


Mr. Correr. We would like to get into the corn inventory of CCC, 
Mr. McArthur, but before we do, we might just touch on a couple o| 
questions on this Cargill case that I do not think we covered with you 
yesterday. 

You have heard Mr. Grimes testify here this morning about hoy 
the contract purportedly was entered into. Did you have anything 
to do with the contract or the discussion concerning the provisions © 
particularly with respect to that loading-out charge at any time, 
either at the time the contract was being negotiated, immediatel) 
thereafter or at some later date? 

Mr. McArruvr. No, sir; I did not. I checked up, and this firn 
which was mentioned, Rogers & Wright, of Tulsa, as near as I ca 
remember, a representative of that firm was around, and I think early 
or in the month of June—— 

The Cuamman. Of 1949! 

Mr. McArruor. Of 1949. 

Mr. Correr. I am directing my questions to whether you had any 
discussion with the Chicago people or at the Washington level about 
the terms of this contract. 

Mr. McArruvr. No; I did not. 

Mr. Correr. And if Chicago officials, as I recall they testified, have 
indicated that they did have discussions with you and Mr. Tripp wit 
respect to the provisions, those unusual provisions, that they are 
mistaken ¢ 

Mr. McArruovr. I don’t know that I quite get your question. 

Mr. Correr. Well, I think the Chicago officials, when they were 
here, stated that it was an unusual contract, that it was the only gua: 
anteed income contract that they ever had, and that they took the pro- 
visions up with or had some discussions with you and Mr. Tripp. 

Mr. McArruvr. Yes. The Chicago office personnel did discuss with 
us the provisions after the contract was negotiated ; that is, some—— 

Mr. Correr. Did you approve the payment of the load-out charge 
when there had been no physical load-out ¢ 

Mr. McArruvr. No; I did not. That would not come under mj 
responsibility. 

Mr. Correr. Well, administratively, would it not? 

Mr. McArruur. No. My authority wouldn't be recognized on that 

The CuarrMan. Who had to do with it, do you know ¢ 

Mr. McArruvr. Well, I assume that after the contract was de 
veloped the Fiscal Division of the Chicago office handled the payment 
when the invoices were presented, and if there was any question the) 
wrobably took it up with their regional attorney, and he probably took 
it up with the Solicitor’s office here if there was—— 

The CuairMman. But you say it was never called to your attention! 

Mr. McArruur. No. 

The Cuamman. Mr. Tripp, was it ever called to your attention! 
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Mr. Trier. Not that I recall. 

The Cuatrman. What part, if any, did you play in the consum- 
mation of this contract, Mr. Tripp? 

Mr. Trirp. I was called over across the street to Mr. Kruse’s office, 
given an outline for this letter, which I dictated for his signature. 

The Cuamman. That was on the Washington level ¢ 

Mr. Trier. Yes. 

The Cuatrman. Did you realize when you prepared that letter 
that Cargill & Co. was going to be paid for work that they actually 
did not perform ‘ 

Mr. Trrrr. No: I wouldn't say that I did. 

The Caamman. Did you assume that that grain was going to be 
moved in that 1 vear when you wrote that letter ¢ 

Mr. Trure. Well, I don’t think that you could assume that it would 
or with such a large quantity of corn, it is hard to say when it might 
move out of there. 

The CuarrmMan. Well, of course, this is a matter of opinion, but do 
you think it was legitimate for the Cargill Co., that did not move 
that corn out the first year, to make a demand for payment ? 

Mr. Trivp. I think that is questionable; but—and I forget the exact 
language of the letter—if the letter said that they would guarantee 
total earnings that could be made under the contract in the 12-month 
period, then I can see where a broad interpretation would include 
the out -charge. 

The Cuarrman. It would have to be pretty broad, would it not? 

Mr. Tripp. Yes, sir; I don’t recall that anybody called me from 
Chicago with reference to this figure. Today is the first time I have 
heard that figure, as I recall it. 

The CuHarrman. I think you testified yesterday that the contract 
was more or less in the « ategory of an emergency—— 

Mr. Trrep. That is right. 

The CHamMan (continuing). Contract because of the fact that 
you had to find a place to store this grain. 

Mr. Tree. That is right. 

The Cuatrman. There is no doubt about that, is there? 

Mr. Trier. This is probably one of the first ones. This is the first 
one I had anything to do with. 

The Cuamman. Was there any pressure used by anybody to get 
this contract ? 

Mr. Trier. Not to my knowledge. 

The CHarrmMan. Written as it was? 

Mr. Trier. Not to my knowledge. 

Senator Arken. You dealt simply with Mr. Kruse; he told you 
what to do? , 

Mr. Tripp. Yes, sir. 

The Cuatrman. You were present when the lawyer was present; 
weren't vou there ? 

Mr. Trirp. I was over there a few minutes; not very long. 

The Cuatrman. That is what I say. You did not participate in 
the discussion of the terms of the contract ? 

Mr. Trier. Not prior to that. I was not there prior to the time 
ne disevssed the contract originally. 

The CHatrrman. Did you get your information, for the preparation 
of this letter that you afterward dictated, from Mr. Kruse? 
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Mr. Trier. Yes, sir. 

The CHarmmaNn. Was the lawyer present when you got those in- 
structions ¢ 

Mr. Trrep. I don’t recall. 

The Cuarrman. Well, did he look it over? 

Mr. Tripp. I don’t recall; I don’t think so. 

The CHairMAN. Because he said he used that letter as a basis to in- 
form his client in Minneapolis as to what to put into the uniform 
contract. 

Mr. Tripp. Well, I believe the letter probably was written and ad- 
dressed to Weston here in town. 

The Carman. I understand that. 

Did Mr. Grimes have anything at all to do with the drafting of that 
letter ¢ 

Mr. Trrep. No, sir; I don’t think so. 

The Cuarrman. You do not think so. Did you consult with him in 
any manner f 

Mr. Trier. Not that I recall. 

The Cuarrman, So your dealings were entirely with Mr. Kruse? 

Mr. Trier. Yes. 

The Cuarrman. And he told you what the agreement was, and you 
then reduced it into this letter? 

Mr. Trrep. That is right. 

The Caarrman. All right. 

Senator Arken. Mr. Grimes said he wrote the special provisions of 
the contract, did he not? Didn’t you understand him to say that this 
morning ¢ 

The Cuarrman. Yes; but he used that letter as a basis. 

Senator Arxen. That is right. 

Mr. Trrpr. I think the letter was delivered to him here in town: 
then he wrote it. 

The Cuarrman. Yes; I understand that, but I presume—maybe you 
have overlooked it—I am just presuming now he must have had some- 
thing to do with the writing of this letter or putting the language in 
that would carry out what you say was intended, that is, whatever a 

warehouseman could collect, including this $37,500. 

Senator Arken. Mr. Grimes has been an adviser to the Department 
over quite a period, has he not? 

Mr. Tripp. Yes. 

Senator Arken. Can you tell us in what capacity he is serving 
now, if any? 

Mr. Trirr. So far as I know, none. 

Senator Arken. Not on any foreign sales? 

Mr. Triere. With the Department? 

Senator Arken. Yes. 

Mr. Trier. No; not that I know of. 

Senator Arken. Maybe it is not the Department of Agriculture. 

Was he serving in any capacity at the time this contract was made 
out ¢ 

The CuarrMan. You mean the lawyer? 

Senator Arken. No; his father was, I think, chairman of the board 
at the time, of Cargill, or president. 

Mr. Trivr. He may have been still active at that time. 

Senator A1xen. Was it not up to about a couple of years ago? 
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Mr. Trier. He was vice president. It was about that time that he 
left them and had something to do with the Minneapolis Grain Ex- 
change. I couldn’t say just what date it was. 

Senator ArkEeNn. But he had nothing to do with this contract ? 

Mr. Trier. No. 

Senator ArKeNn. It was the younger member of the family who han- 
dled it ? 

Mr. Trier. Yes. 

Mr. Correr. Mr. Tripp, I am not quite satisfied with this explana- 
tion. You wrote this letter, your initials are on it. 

Mr. Trier. That is correct. 

Mr. Correr. Is it your language or did Mr. Grimes furnish or ad- 
vise you what to put down ? 

Mr. Trier. It is my own language. 

Mr. Correr. Your own language? 

Mr. Trier. I got it from Mr. Kruse. 

Mr. Correr. At the time you wrote this letter did you contemplate 
that what happened could happen by the language of your letter; in 
ae words, that Cargill could collect $37,500 for work that they did 
not dao? 

Mr. Trier. Well, if that is what the letter says, that they were 
guaranteed 

Mr. Correr. Did you contemplate it, is what I asked you, Mr. Tripp. 

Mr. Trrer. I don’t recall that that particular point was discussed, 
whether they received an out charge or not. 

Mr. Correr. Did you contemplate it when you wrote the letter ? 

Mr. Trier. If the letter was written that way 

Mr. Correr. You are not answering my question, Mr. Tripp. Did 
you contemplate that if they did not perform the work, and if the grain 
was not loaded out in a year, that they would still be paid the $37,500 
as the load-out fee? Did you contemplate that when you referred to 
this uniform grain storage agreement ? 

Mr. Tripp. What I am trying to say is if the letter-—— 

Mr. Correr. I asked you if you contemplated it. Can’t you answer 
that “Yes” or “No”? 

Mr. Trier. I can’t say that I was thinking of that, but if I worded 
it, if the letter is worded, so that it could include that as the total 
earnings for 1 year, then I would assume it was contemplated that 
would be done. 

Mr. Correr. Are you a lawyer ? 

Mr. Trier. I have a law degree; I am not a member of the bar. 

Mr. Correr. And you will not answer as to whether you contem- 
plated it? You say you did not contemplate it, is that right, that 
they could make such a charge ¢ 

Mr. Trier. Well, I don’t recall that I had any specific reference as 
to whether an in charge or an out charge—— 

Mr. Correr. Do you want to look at the letter again? 

Mr. Trier. Yes, sir. 

Mr. Correr. After reading the letter, Mr. Tripp, have you got any 
comments to make about it? 

Mr. Tripp. I would say that the meaning, as I interpret the letter, 
would mean that they would be entitled to all of the earnings they 
earned under the agreement in a year’s time on 5 million bushels of 


grain. 
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Mr. Correr. You think you had that in mind at the time you wrote 
the letter? 

Mr. Trip. Yes. 

Mr. Correr. You do? 

Mr. Trier. I would have to say that because that is what I wrote, 
and that is what it seems to me to mean. 

Mr. Correr. You would not admit if you made a mistake, you mean / 

Mr. Trire. No. I think if that was wrong, or if that was—— 

Mr. Correr. If that was wrong, if you had made a mistake, it would 
be a $37,500 mistake; is that right? 

Mr. Trier. That is right. 

Mr. Correr. Do you read into that letter now that they should have 
that charge? 

Mr. Trier. I think it is subject to that interpretation. 

Mr. Correr. Will you show me the portion of the letter that is 
subject to that? I would like to have you read that particular phase 
of it. 

Mr. Tripp (reading) : 

* * * hereby granted to utilize the facilities to the extent of 5 million 
bushels for a period of time sufficient to permit Cargill to earn a total of 1 
year’s earnings under the uniform agreement during the period ending Oc- 
tober 1. 

Total to me means all the earnings. 

Senator Arken. Including loading-out pay ? 

Mr. Trier. Yes. 

Senator Arken. You must have contemplated loading it out within 
a year. 

The Cuatrrman. That is what I tried to elicit from him a while ago. 

Mr. Correr. And you still feel that you did contemplate they would 
get that bonus although they did not load out in that time. Are we 
correct in assuming that? 

Mr. Trier. No; I think it could be subject to that broad an inter- 
pretation. 

Mr. Correr. We are not asking you about the interpretation. We 
are asking you what you contemplated at the time you wrote this let- 
ter, and if you had in mind that if you give any consideration to the 
fact that whether or not they load it out, they were going to get paid 
load-out charges. 

Mr. Trier. Well, it is hard for me to answer that because I can’t 
recall whether that particular point was mentioned, and certainly you 
would not expect to pay an out charge on the grain this week, and then 
have it loaded out the succeeding week and pay another charge. 

The Cuatrrman. Let me put it to you this way: Suppose it had been 
made known to Cargill & Co. that this corn would have remained for 
an additional length of time. Do you think they would have still 
insisted on this full earnings that you say they were entitled to? 

Mr. Trier. No, I don’t think so; not if it was a known fact that the 
corn would stay in there for a subsequent time and give them addi- 
tional storage earnings. 

Mr. Correr. Actually, most of it was physically there at the end of 
the first year; isn’t that correct ¢ 

Mr. Tripp. That is correct. 

Mr. Correr. And it wag then that they insisted on getting their 
load-out charge / 
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Mr. Trier. Yes. 

Mr. Correr. Is that correct? 

Mr. Tripp. I believe that is right. 

Mr. Correr. Based on the provisions of your letter, as this attorney 
has testified to this morning; is that correct ¢ 

Mr. Trier. That is right. 

Mr. Correr. Well, if you had not contemplated it then they would 
have been taking advantage of you; isn’t that correct ¢ 

Mr. Trier. That is right. 

Mr. Correr. Right? 

Mr. Tripp. Yes. 

Mr. Correr. But you say that you may have contemplated that they 
get that charge; is that correct ? 

Mr. Trirvr. Well, that may be because of this total earning for 
| year under the agreement. 

‘Mr. Correr. Do you have any other contracts, and did you execute 
any other agreements where you give them a flat guaranteed income, 
and gave them load-out charges even though they may not have had 
any grain in, and they may not have had to load out any ? 

Mr. Trirr. Well, I haven't had anything to do with these contracts, 
just except this one. This is the only one that I had anything to do 
with. 

Mr. Correr. Why was it that you had to do with this one and no 
others ? 

Mr. Trier. Well, I guess 

Mr. Correr. Do you do Cargill’s business particularly ? 

Mr. Tripr. No. 

Mr. Correr. I beg pardon ? 

Mr. Trier. No, sir. 

Mr. Correr. I am just wondering how you happened to be called 
into this particular deal. 

Mr. Trier. Well, I believe this was one of the first ones, and I think 
there was no one else around over there in that office at that time. 

Mr. Corrrr. But I think that the Chicago agency testified that 
when they discussed the provisions of these contracts, that they dis- 
cussed them with you and Mr. McArthur. It would seem logical 
to anyone who was not versed in the intimate workings of the Depart- 
ment that that might not be so, and that you are both grain men. I 
fail to quite understand why you were called in on this agreement and 
none of the others. Can you help us any more on that ? 

Mr. Trier. As I say, this is one of the first ones, as I recall it, and 
there was no one else around over there in the office. I believe Mr. 
Underhill was out of town at the time, and subsequent to this, I think, 
some of the lawyers were writing the letters. 

Mr. Correr. Before we leave this, let us finally try to tie this down 
as to whether you contemplated them getting this charge at the time 
you wrote this letter. I should think, from reading the letter, that 
might be an easy thing to answer. You had an opportunity to read 
the letter ? 

Mr. Tripp. Well, offhand, the only way I can say it, I guess if it 
went out in the first year, then certainly they would be entitled to the 
out charge. ; 

The Cuarmman. If it went out, but it didn’t. 

Mr. Trier. That is right. 
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The Cuarrman. So that you did not contemplate it. 

Mr. Correr. Is that correct? 

Mr. Tree. Well, I think that would be a proper interpretation, 
would it not? 

Mr. Correr. Then you feel that their charge was improper? 

Mr. Trier. That is right. 

Mr. Correr. What is that? 

Mr. Trier. That is right. 

Senator Arken. Did you contemplate they would get paid twice 
for loading out the same corn? 

Mr. Trier. No. 

The Crarrman. Could you tell us what expenses the Cargill Co. 
would have been put to in order to load out this grain, truckage, and 
things like that? 

Mr. Trier. They would have to take it out of tanks, and put it in 
boxcars. It had to be done by truck. 

The Cuarrman. That is why that charge is included in the uniform 
storage agreement ? 

Mr. Trier. Well, yes. Of course, that is in all storage agreements. 

The Cuamman. When they were paid the second time, ‘of course, 
they received a sum of money for services rendered ¢ 

Mr. Tripp. That is right. 

The Cuamman. But in this case, as you say, you intended—you 
thought they were going to move it out, and since they did not move 
it out, the charge is improper, there is no doubt about it. 

Mr. Trier. I wouldn’t have thought when this question came up 
they would have asked for the Solicitor’s opinion as to what their 
guaranty meant to them before they paid an outcharge without having 
moved it out. 

Mr. Correr. Do you know whether they did or not? 

Mr. Trier. No: I don’t. 

Mr. Correr. Do you know anything about the Texas negotiations 
or agreements with Cargill on the tank deal ? 

Mr. Trirp. I may have had some little discussion on the whole tank 
thing for a little bit, but I have no idea what the contract was. 

Mr. Correr. You cannot tell us any distinguishing features between 
this contract and the Texas one with Cargill? 

Mr. Trier. I don’t believe I ever saw the letter to Cargill. 

Mr. Correr. Do you, Mr. McArthur? 

Mr. McArruur. No; I have never seen it. 

Mr. Correr. Mr. Troyer? 

Mr. Trover. I think they were on a 2-year basis rather than 1 year. 
I think that was the distinct difference to that extent. 

Mr. Correr. They did get a guaranty ? 

Mr. Troyer. That is right; “there was a guaranty, and I think it 
follows the standard pattern that was used at that time. In other 
words, suggested forms which had been worked out by the Legal Sec- 
tion were used rather than the wording that we had in connection 
with this one. 

Mr. Correr. Was it a definite amount in money guaranteed or was 
it just so much grain would be stored there ? 

Mr. Troyer. As I recall it, there was so much grain that we planned 
to store there. 
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Mr. Correr. Do you know how the contracts which were to be 
guaranteed as against those that were not, arrived at? 

Mr. Troyer. I don’t know whether I got your question or not. 

Mr. Correr. Well, certain of these contracts seem to be guaranteed 
contracts. In other words, Midwest, Cargill, and so forth, they were 
guaranteed contracts. Other warehousemen signed the agreement, 
and they got no guaranty. 

Mr. Troyer. Perhaps I can clear that for you. With standard 
houses who had equipment available and wished to do business with 
the CCC, we entered into the standard uniform grain-storage agree- 
ment. 

Now, with respect to warehouse facilities which might be additions 
to their operation, facilities that were to be built or otherwise pro- 
vided, or other structures to be set up and made available for storage 
purposes, for those it was necessary in a number of cases to cover those 
with a guaranty in order to induce them to make such space available 
for CCC. 

Mr. Correr. I wonder if there was a regular and set policy? For 
instance, you take at Camp Crowder, you have V. M. Harris storing 
grain there. He does not get a guaranty. Midwest stores grain there 
and they get a guaranty; Cargill gets a guaranty, yet there are un- 
doubtedly other warehousemen who stored in temporary facilities that 
didn’t get a guaranty; isn’t that correct ? 

Mr. Troyer. You are right, but there was a change during this 
time period as to how these were operated and how they were approved, 
and the need for them. In other words, you are talking about some 
of these that were set up early by the Kansas City office to take care 
of their outlet for their wheat. 

Mr. Correr. Well, let us take the Kansas City situation. Harris and 
Midwest, there was no great time differential there between those two, 
was there ¢ 

Mr. Troyer. Well, I don’t believe I have the dates of those con- 
tracts, but I was under the impression there was some difference in 
them. There was a difference in the contract, I am sure. 

Mr. Correr. Maybe 2 or 3 months, possibly. 

Mr. Troyer. That is right. 

Mr. Correr. Would that make a difference ? 

Mr. Troyer. That would make a difference if we were looking par- 
ticularly for this picture developing in regard to guaranteed storage. 
Karly in August 

Mr. Correr. Which program are you talking about now ? 

Mr. Troyer. I am talking about the one that involves this particular 
case that you are questioning Mr. Tripp about, Norris City. As he 
said, it was the first one of the ones where we setting up an outlet to ob- 
tain corn storage to meet our future needs, and I am sure that Camp 
Crowder came in that same picture a few weeks later, and as such 
it did come under the storage guaranty rather than just an open 
ontract as the previous contracts had been. 

Mr. Correr. Yet, I think, Mr. Grimes testified this morning that 
someone came to Cargill with a proposition; the proposition appar- 
ently looked good to Cargill. I 1 not know that he said this much, 
but they actually approached CCC here in Washington, and I assume 
they approached them on the profit motive, so this was not the result 
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of any exhaustive search on the part of CCC to find space; isn’t that 
correct ¢ 

Mr. Troyer. Well, I question that. The statement he made, I thin! 
that went along with the fact that there was publicity in the paper: 
that indicated we did definitely need storage space for CCC com- 
modities. 

The Cuarrman. And these offers were in response to this publicity / 

Mr. Troyer. That is right; as a result of the publicity thine put 
out to the grain trade and the discussions that were held with grair 
men. 

Mr. Correr. But this was apparently the first proposition that came 
up and was entered into, you say ? 

Mr. Troyer. You are talking about Norris City? 

Mr. Correr. Yes. 

Mr. Troyer. Norris City was the first one we were setting up to 
definitely take care of the corn-storage problem. Prior to that we 
had had a problem on grain sorghums; we had had problems on wheat, 
which loans mature on April 30, 

Now, our corn loans do not mature until in July, the end of July, so 
that at that time we were hunting space to place this grain that wi 
took from those loans, and that is when Norris City came into the 
picture, also when these other storage facilities were made availab)| 
for corn. 

Mr. Correr. Along this same line, as I recall there was a Michiga: 
Processed Foods case that was mentioned here last week, and I thir 
the testimony concerning that was that there had been a uniforn 
grain storage contract written, and that subsequently, a guaranty was 
given to that company, and I think Mr. Bradley’s explanation was 
that probably the grain-storage application and the guaranteed app! 
cation were sent in at the same time, but that it took longer to process 
the guaranteed application. However, as I recall, we found corre 
spondence in your files at Washington that it was a definite period of 
time after the uniform grain storage agreement was entered into, and 
that when you already had them under contract someone from Mich 
gan wrote in and said they thought they should have a guaranty, 
they were given a guaranty. 

Do you recall that case? Will you confirm that? 

Mr. Troyer. I couldn’t confirm that statement you have made ther 
As I recall, the Michigan Processed Foods—that was the case that 
you had in mind; was it not ? 

Mr. Correr. Yes. 

Mr. Troyer. I understood that there were certain facilities that 
they had to equip pretty much on the same pattern that we indicate 
for Norris City. I don’t think it was a standard elevator set-up, 
I don’t think it was originally under the uniform storage agreement 
I think the grain-storage agreement we talked of was to apply to th 
providing they could get the necessary operating facilities there t 
make such storage available to us. 

Mr. Correr. Will you develop that? 

Mr. Troyer. I would be glad to check on that further. 

Mr. Correr. Will you develop that correspondence and see whether 
it confirms or does not confirm my statement. 
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ExnHisit 6: 


DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMIN§STRATION, 
Washington, LD. C., July 2, 1952. 
Hon. ALLEN J. ELLENDER, Sr., 
United States Senate. 

Dear SenaTOR: In the hearing before you committee on May 6, we were re- 
quested to check our correspondence and determine whether the recommenda- 
tions received from the Michigan State and county committees to the effect 
that a storage guarantee be granted to Michigan Processed Foods, Inc., were 
prior or subsequent to the date the uniform grain storage agreement was en- 
tered into with this organization. 

{n examination of our files indicates that the recommendations from the 

uunty and State committees in Michigan were dated in September of 1949 
and that a uniform grain storage agreement application had been submitted in 
S\ugust 1949. Accordingly, the recommendations from the committees were 
subsequent to the approval of the uniform grain storage agreement. 

We should like to point out, however, that even though a uniform gram 
storage agreement had been signed, the storage space could not actually be 
used unless grain handling equipment was installed and any necessary repairs 
and alterations made to the former cement plant to make it suitable for grain 
storage. If the county and State committees determined that this installation 
of equipment and the repairs and alterations would not be made unless the 
storage guaranty contract were entered into, it was proper for their recom- 
mendations to be submitted, even though a uniform grain storage agreement 
had already been signed. The uniform grain storage agreement provided the 
rates and terms which would be applicable if we stored grain in the facility but 
did not obligate the warehouseman to accept any specified grain for storage. 

Sincerely yours, 
Lionet C. Howto, 
icting Administrator. 


Mr. McArthur, getting into this corn picture, could you tell us 
briefly and very roughly what your take-over has been in corn since 
1948 and 1949 by year? 

Mr. McArtuur. Yes. I have got the figures here. 

Mr. Correr. You can refer to them, certainly. 

Mr. McArruvur. From the 1948 crop 351 million bushels were placed 
under loan, and 335 million were delivered to us. 

Mr. Correr. 1949? 

Mr. McArruvr. In 1949, 328 million were placed under loan, and 
only 77 million were delivered to us. 

Mr. Correr. 1950? 

Mr. McArrnuur. Fifty-one million were placed under loan, and 
only 49,000 delivered to us. 

Mr. Correr. 1951? 

Mr. McArruur. 1951 is just going on the loan now. 

Mr. Correr. You do not know yet ? 

Mr. McArruvr. No. 

Mr. Correr. From 1948, can you give us by years, what your carry- 
over has been and compare that to your opinion as to a normal carry- 
over ¢ 

Senator Arken. You mean Government-owned carry-over? 

Mr. Correr. Government-owned carry-over. 

Mr. McArruvr. I couldn’t give that to you offhand. I could de- 
velop that and I can give it to you. 

Mr. Correr. You mean you would have to work them up? 
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Mr. McArruor. Yes. 

Mr. Correr. Have you got any rough idea? 

Mr. McArruvur. Well, last October 1 our total inventory was 
right around 400 million bushels. 

Senator Arken. Government-owned ? 

Mr. McArruvur. Government-owned. 

Mr. Correr. That is after the take-over of 1950? 

Mr. McArruvr. Most of the take-over was completed by that time 

Mr. Correr. And had that been much greater than that in previous 
years? What was your high? 

Mr. McArruvr. I think probably our highest, could not have bee: 
very much more than that back in 1942 or 1943. 

Mr. Correr. What was your highest since 1948, do you know ? 

Mr. McArruor. The year before, I think. 

-Mr. Correr. Was it much greater than now? 

Mr. McArruovr. Not much greater. 

Mr. Correr. What do you consider a normal carry-over ? 

Mr. McArrnur. Well, you speak of over-all carry-over? 

Mr. Correr. Well, you break it down any way you want. 

Mr. McArruvr. The total carry-over at the end of the crop year on 
corn used to be two to three hundred million. Then, in recent years 
since the war we have considered that 800,000,000 or a billion bushels 
would be a desirable carry-over, and we did exceed 800,000,000 bushels, 
I think, 2 years. That was not all 

Mr. Correr. Was that in the early period of the war? 

Mr. McArruvr. No, that was 1949 and 1950. 

Senator A1rken. What is the range of the Government-owned carry- 
over, and what has it been? What was the low point during the last 
6 or 7 years? 

Mr. McArruvr. Of course, during the war in 1943 we practically 
liquidated all the corn we had. 

Senator ArkEeN. Yes; but we will say since 1946. 

Mr. McArruvr. And from then we did not build up any inventory 
of corn until we got this record 1948 crop. 

Senator Arken. And so you did not take it over until 1949? 

Mr. McArruor. We took that over in 1949; yes, the 1948 would be 
taken over in 1949. 

Senator Arken. During the fall of 1949 was the first time you had 
a large quantity of Government-owned corn, and that went up three, 
400,000,000 bushels, did it not? 

Mr. McArruour. Around 400,000,000. 

Senator Aiken. And has hung around there ever since. 

The CHarmman. Well, Mr. McArthur, when you liquidated your 
corn holdings in prior years, that is in 1942, when you had this enor- 
mous amount 

Mr. McArruor. Yes. 

The CuHarrmMan. How did you come out in quantity, do you recall 

Mr. McArruur. You mean referring to shrinkage ! 

The CHarmman. Yes. What were your losses¢ Were they beyond 
what you expected or were they normal shrinkage losses or just what / 

Mr. McArruvr. I would say in the taking of corn from the CCC 
bin sites that we had very low shrinkage. As I remember it, it 
averaged about one-half of 1 percent. 





STORAGE AND PROCESSING ACTIVITIES OF CCC 1399 


The Cuarrman. And that represented the shortage you experi- 
enced ? 

Mr. McArruvr. Yes, sir. 

Senator Arken. That was shrinkage from all causes? 

Mr. McArtruvr. Yes. It varied a little, of course. 

The Cuarmman. Now, in answer to a question by Mr. Cotter, as 
of October 1 you said you had about 400,000,000 bushels of corn on 
hand. 

Mr. McArruur. Yes. 

The Cuarrman. According to this report that was issued by the 
Commodity Credit Corporation as of March 31, 1952, I notice here 
a statement showing the quantity and value of commodities pledged 
and owned by the Government; and in the case of corn it states here 
that the amount on loan in quantity is 47,127,000, and the quantity 
in inventory—that is, I presume, owned by the Government—was 
366,066,000, or a total of loan and inventory of 413,193,000. 

Mr. McArruevr. I think those figures—you see, we were in a state 
of flux then. Deliveries were being taken in August and Septem- 
ber and October, and, naturally, as Mr. Somers testified, the inventory 
lagged a little. 

The CHarrMan. Yes. 

Mr. McArruvur. But we have sold since October 1 a little over— 
well, probably close to 65,000,000 bushels of corn for all purposes, 
and we still have an inventory just under 350,000,000, so you see it 
kind of balances out in total. 

The Cuarrman. Yes. 

Now, would you be able to tell us how much of that 350,000,000 
that you now have on hand, approximately, is of 1948 vintage or 
1949, this older corn that you took in, as you indicated to us a while 
ago ¢ 

Mr. McArruur. No, we cannot. 

The Cuarrman. Don’t you try to dispose of that before you take in 
any other, or what is—— 

Mr. McArruevr. I am glad you raised that question, Senator. It 
is quite common for us to take delivery of corn from 2 years’ crop 
at one time and have as much as from 3 years’ crop, for the reason 
that a farmer on the same farm, they have last year’s and the year 
before resealed, and the year before that resealed, and it is entirely 
possible that he delivers from his farm under the price-support pro- 
grams corn from two and even three crops. 

Mr. Correr. But you could call it the year you took over and still 
maintain some inventory analysis on it, could you not ¢ 

Mr. McArtnuur. With farmers’ trucks delivering corn to the county 
committee and the warehouses or bin sites it becomes commingled at 
once, and it would not be practical to keep it separate. 

Mr. Correr. You mean you get 1948, 1949, and 1950 corn all mixed 
together ? 

Mr. McArruor. Yes. 

The Cuatrman. That is right. 

Mr. McArruor. Yes. 

Mr. Correr. But you would not get it until 1950. 

Mr. McArtuor. That is right. 

Senator ATKEN. 1951. 
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Mr. MoArrnor. That is right. 

Mr. Correr. Well, how much of this corn have you got on a com- 
mingled basis as against identity preserved, Mr. McArthur! 

Mr. McArruvr. The present holdings of corn—you are speaking 
of commercial warehouses ? 

Mr. Correr, Of corn; commercial warehouses, yes. 

Mr. McArruvr. The greater part of it is stored commingled now. 

Mr. Correr. Well, would you enlarge on that? I mean, hasn’t there 
been a history that that went through ¢ 

Mr. McArruur. Yes. 

Mr. Correr. Would you give it to us? 

Mr. McArruor. Yes. 

Mr. Correr. How much have you got stored of the approximately 
350,000,000, how much is stored in commercial warehouses as against 
CCC-owned bins ? 

Mr. McArruvr. Oh, probably around 50,000,000 bushels. 

Mr. Correr. 50,000,000 in commercial warehouses / 

Mr. McArruvur. Somewhere between 50 and 60. 

Mr. Correr. Then you have almost, what, five-sixths of it in CCC- 
owned bins ? 

Mr. McArruecr. It would be pretty much that. 

I would like to explain that. 

Senator Aiken. Would you include the oil tanks as commercial? 

Mr. McArruvcr. Yes. When we first started taking corn under 
price support programs in 1938 and 1939, the warehousemen at that 
time never stored corn, to speak of, on a commingled basis, and when 
we wanted them to store our corn they insisted on storing it identity 
preserved. 

Now, the reason for that was that ordinarily warehousemen in stor- 
ing the current crop—that is, last fall’s crop being stored now—it is 
not thoroughly dried out, and naturally running into warm weather 
he is afraid of it, and he used to store it for the account of the de- 
positor, and the depositor assumed the risk, paid for the turning or 
drying, whatever was necessary, and they could not realize, at first, 
that all of our corn was corn that had been stored a year on the farm 
in cribs, and when we took delivery of it August and September and 
October it was naturally dried out, and when corn is naturally dried 
out in the crib it is less trouble from breakage and shrinkage and 
loss. 

Our corn came in from the farm shelled, and brought in from the 
farms fresh, and was very storable corn. 

Now, the 1937 and 19388 crops were exceptionally good corn crops 
following the drought of 1936, and actually in 1942 we ran a seeding 
test on corn from five different crops, 1937, 1938, 1939, 1940, 1941— 
that is, the lowa State College did—and there was very little differ- 
ence in the seeding value; any advantage there was was in favor of the 
1937 crop. In other words, it was a crop of particularly good quality 
and—— 

Mr. Correr. Were the specimens taken out of a large storage bin, 
do you know ? 

Mr. McArruvr. They were taken out of our larger bins; yes, actual 
samples. Now, in that connection— 

Mr. Correr. Does it follow that corn does keep well if it is dry 


when it is stored ? 
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Mr. McArruvr. Yes. 

Mr. Correr. We had testimony to the contrary: That corn takes 
on an objectionable odor when stored any length of time due to its 
age, and apparently due to a depreciating process. I think, again, the 
Chieago agency, which is the Corn Belt field office, gave that testi- 


mony. 

Mr. McArruur. That is true where corn is kept in tight bins and 
not turned and aerated more or less frequently, and it will get stale 
odors, and that was one reason that has made the warehouseman a 
little hesitant about storing other than on an identity basis. 

Mr. Correr. I think you said at first you could not get them to 
realize that they were not running the same risk as taking in green 
corn. Well, it only took them 1 year to find out; did it not? 

Mr. McArtuor. That part of it. When they ran into stale odors 
is when it had been stored 2 or 3 years in the same bin. 

Mr. Correr. When did you switch? You started out in 1938, did 
you say, on an identity-preserved basis? 

’ Mr. McArruor. That is right. 

Mr. Correr. When did you switch to a commingled basis ¢ 

Mr. McArruuvr. In 1950. 

Mr. Correr. In 1950? 

Mr. McArruvr. Yes. 

Mr. Correr. Did it take them 12 years to catch on or did it take 
the CCC 12 years to get a commingled contract ¢ 

Mr. McArruor. From 1945 to 1949 we stored very little CCC corn. 

Mr. Correr. There was very little take-over. 

Mr. McArrnor. That is right. 

Mr. Correr. So, actually, there are only 5 years there instead of 12. 

Mr. McArrnour. Yes. 

Then we shifted the commingled basis because we felt they could 
store our corn, dry corn, fully as well as they could wheat on a com- 
mingled basis. 

The CHairman. It was prior to 1949 that the identity method of 
handling it proved good, and that was 1937, 1938, 1939, 1940, and 1941 
crops. Now, you continued that experience when you started taking 
in corn in 1948; am I right? 

Mr. McArtuor. That is right. 

The Carman. And then it was that you handled it for two more 
years when you found out it was better to commingle it, and you 
started that in 1950; is that correct? 

Mr. McArtruur. Well, what we wanted to do was to shift the re- 
sponsibility fully on the warehousemen as to class, grade, and qual- 
ity, and we did not have the facilities to identity-preserve all the corn 
that we would have. 

Mr. Correr. What do you mean you “did not have the facilities”? 
In other words, took more space? 

Mr. McArruor. It takes more space. 

Mr. Correr. To have identity-preserved than commingle it? 

Mr. McArruor. That is right. 

Mr. Correr. And it is more advantageous to the warehouseman to 
have it identity-preserved because you stand the depreciation ¢ 

Mr. McArruvur. Well, under our present agreement, as written, the 
responsibilities are practically the same. 
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The Cuarrman. Well, did you make that change on the comming] 
basis because of losses sustained or just what exactly caused you | 
make the change? 

Mr. McArruur. Well, one reason was to obtain as much wareho 
space as possible. 

The Cuarmman. Yes. 

Mr. McArruvr. For the storage of corn. 

The other was a strict interpretation of identity-preserved grain, 
In that case you would need to have third-party supervision, and tliat 
prevailed only in the main terminal markets where they had set 1 
or where they had this third-party supervision by the exchange au 
thorities or State commission or something of that sort. 

Now, to carry it out, technically out, into the country, there was 1 
agency to handle it, and in our coming agreement for the next yea) 
we are offering to identity-preserve corn if we agree to it. Their 
contracts stipulate that it will be stored commingled unless specia||\ 
ugreed with Commodity Credit, and in the country elevators we pla 
to work out a plan of supervision through our State and county con 
mittees, but we have a modification there in that the warehousema) 
in those instances will guarantee the quantity, and we will only assuny 
responsibility for the quality. In the terminal markets, the war 
housemen, where it is under this third-agency supervision, CCC woul 
stand for both quantity and quality, shrinkage or deterioration. 

Mr. Correr. Mr. McArthur, I understood you to testify that most 
of the corn you have now in commercial warehouses is on a com 
mingled basis? 

Mr. McArruvr. The greater part of it; yes. 

Mr. Correr. That has been so since 1950 ¢ 

Mr. McArruvr. Yes. 

Mr. Correr. How did you put it on, through which steps did you 
go to put it on a commingled basis from an identity-preserved basis / 

Mr. McArruvr. Well, it is mostly on the basis of corn coming i: 
following July 1, 1950, was put on a commingled basis. 

Mr. Correr. In other words, any new corn you put on a commingled 
basis ¢ 

Mr. McArruvr. That is right. 

Mr. Correr. And any old corn stayed on an identity-preserved basis / 

Mr. McArruvr. Yes; if they carried out the provisions of identit, 
preservation. 

Mr. Correr. Well, we received testimony here last week, I think, that 
in 1950 you sent out letters to all warehouses in which you advised tha! 
unless you heard from them thereafter the corn would be on a com 
mingled basis. Isn’t that correct ? 

Mr. McArruvr. I think that is correct. 

Mr. Correr. I do not know how accurately I have summarized you: 
letter, but if it is materally different from your impression, if it 
differs from your impressions, I can change it. 

Mr. McArruvur. I believe I am correct in saying that the carrying 
offices went to a commingling basis, except in the Chicago area, wher 
some of the warehousemen who previous to that were on an identit) 
preserved basis continued on an identity-preserved basis. 

Mr. Correr. Well, your large terminal warehouses wrote you back 
and told you that they had held it on the identity-preserved basis and 
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were going to continue to keep it on identity preserved. Isn’t that 
right ¢ 

Mr. McArruoer. I think that is right. 

Mr. Correr. But most of your country warehouses you did not hear 
from; isn’t that correct ? 

Mr. McArruvr. I think that is correct. 

Mr. Correr. You then assumed that you had it on a commingled 
basis ¢ 

Mr. McArtruor. I think that is correct. 

Mr. Correr. Well, here recently there has ben a new element in- 
jected into the situation; has ths are not? 

Mr. McArruvr. fo ‘re was in the Chicago ares 

Mr. Correr. Well, isn’t the Chicago area the corn area / 

Mr. McArrucr. The principal one. 

Mr. Correr. Pardon? 

Mr. McArrnor. Principal area; yes. 

Mr. Correr. What percentage of the inventory is stored in the 
Chicago area; what percentage of your inventory ‘ 

Mr. McArruvr. I would say between two-thirds and three-fourths 
of it. 

Mr. Correr. Well, some figures I have show about 234,000,000 out 
of vour 350,000,000, if that is correct ? 

Mr. McArrnvr. That is about right. 

Mr. Correr. Do you know what happened / 

Mr. McArruvr. I don’t think I should attempt to tell it. There 
are several discussions as to responsibilities and settleme a pertain- 
ing to that corn that were carried over from an identity-preserved 
basis into this period after July 1, 1950. 

Mr. Correr. Does somebody else know more about this? Mr. Tripp, 
do you know? Mr. Watson / 

Re Watson. No: I don’t believe I can recall it. I don’t quite 

nderstand your question. 

Me Correr. We received testimony from the Chicago office that 

a period of a year or so had gone by since 1950. where you as- 
aul that you had this corn in commercial warehouses on a com- 
mingled basis, some warehouse raised the question as to whether it 
could be bound by a letter going out, and that there was some inter- 
pretation on the part of your solicitors or regional attorneys that if 
your warehouse would now certify that they had kept it identity- 
preserved then they would not be responsible for the grade and the 
hrink. Is that subs stantially correct / 

Mr. McArruvr. That is substantially correct. If the warehouse- 
man could certify or prove that he kept it identity-preserved from 
this period before July 1, 1950, yes; it would be recognized. 

Mr. Correr. So, a period ef 2 years has gone by here when you 
people thought that it was the warehouseman’s responsibility, and 
now you find that he has shifted it back to you, and there has been 
no such inspection, and so forth, in that period which, I assumed, 
you would normally make if the responsibility was yours. Is that 
correct ¢ 

Mr. McArruvur. Under the 1940 agreement he was to store it iden- 
tity-preserved, but there was no provision for inspection or third- 
p arty inspection on it. 
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Mr. Correr. Well, did you maintain the qualitative inspectors that 
took a look at this identity-preserved corn? The loss was yours if it 
went down; was it not? 

Mr. McArruvr. The loss was ours after he would report it. 

Mr. Correr. Notify it? 

Mr. McArruvr. Yes, sir. 

Mr. Correr. How much shrink was he allowed ? 

Mr. McArruvr. Well, normally, half of 1 percent. 

Mr. Correr. I thought it was an eighth of 1 percent a year? 

Mr. McArruvr. That is just shipment. 

Mr. Corrrer. That just relates to shipment ? 

Mr. McArruvr. Yes. 

Mr. Correr. What is the standard when you have it on a commin 
gled basis¢ How much is he allowed?’ Isn’t he allowed any? 

Mr. McArruvr. No. 

Mr. Correr. On a commingled basis ¢ 

Mr. McArruvr. No. 

Mr. Correr. None whatsoever ? 

Mr. McArruer. No. 

Mr. Correr. Well, does he have to stand any shrink on an identity 
preserved basis ? 

Mr. McArruvr. If he is under terminal-market supervision, he 
would not need to stand any shrink as to quantity or quality; but, in 
the agreement which we are putting out for next year, country ele 
vators cannot benefit by terminal-market supervision. ‘They, in that 
agreement, agree to guarantee the quantity but not the quality. 

Mr. Correr. Which do you think is the better type of storage for 
CCC, commingled or identity-preserved ¢ 

Mr. McArruvur. Well, really there is not much choice. If the ware 
houseman lives up to the obligations and the responsibilities, as stated 
in their agreement 

Mr. Correr. Well, we have had testimony from just a few ware 
housemen, converters, and so forth, and in each case they appear to 
have a very great percentage of their corn which has gone out of 
condition, and it would appear that there would be very substantial 
losses: and if during the period that we have referred to, between 
1950 and 1952, the responsibility was theirs, their losses would be very 
great. But if the responsibility was CCC’s, after some communica 
tion and notice, then the losses would be very great to the Govern- 
ment; would they not? 

Mr. McArruvr. Losses only occur after he has notified us, and pro 
vided the representative sample and official inspection 

Mr. Correr. But in this twilight period between 1950 and 1952 or 
late 1951 you took no particular steps when a man notified you except 
to go down and look at it and, perhaps, try to move some of it oui 
did you ?—because you thought the responsibility was his? 

Mr. McArruvr. Well, it was if he did not notify us. 

Mr. Correr. But if he has since certified that he has kept it on an 
identity-preserved basis you are going to find out that it is yours; 
are you not‘ 

Mr. McArruer. Still in that case we will hold him for proper 
notice. 

Mr. Correr. Well, I suppose you didn’t have to give but one notice, 
and in most of these cases haven’t you been notified at some early 
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»eriod that the corn has been going out of condition, and haven’t there 
been negotiations extending over a long period of time thereafter 
wherein some of the corn was shipped out, it was agreed to keep some 
in, and it was agreed to try to maintain the rest in condition, and so 
forth, but a gradual depreciation of your quality ¢ 

Mr. McArruvur. There may have been instances, but I don’t know 
of any. 

Mr. Correr. Then, it is your belief that this confusion or misunder- 
standing or whatever took place between 1950 and late 1951 will not 

use any great loss to the Government ? 

Mr. McArruvur. No. There may be a few but not a great many. 
Of course, there are going to be some disputes and some settlements 
are going to be difficult to make. 

Mr. Correr. Because a warehouseman now certifies that he kept his 
orn on an identity-preserved basis, you have no way of checking it 
because you had no particular inspections over that 2-year period; 
lave you! 

Mr. McArruvr. That is right. 

Mr. Correr. Do you know how many millions of bushels are in- 
volved in that category where you felt it was on a commingled basis 

d now it may appear not to have been ? 

Mr. McArruvr. Why, to the best of my knowledge, it would not be 
great. 

Mr. Correr. Well, would it be 50 percent of the 50,000,000 bushels ? 

Mr. McArruvr. Oh, no. 

Mr. Correr. Or 75 percent or 25% 

Mr. McArrucr. No. 

Mr. Correr. Can you give any advised esimate of how much would 
be involved in that / 

Mr. McArtuvur. No. I would have to get the information from 
the Chicago office as to how many houses were involved in that. 

Mr. Correr. Would you get that and furnish it to us / 

Mr. McArruvr. Yes; I will be glad to get it. 

(The information furnished is as follows:) 

Exuiptr 64 

Reports from field offices indicate that approximately 30,000,000 bushels of 
orn which we had thought at the time were stored on a commingled basis have 
actually been stored on an identity-preserved basis 

Mr. Watson. I would like, Mr. Cotter, to broaden just a little bit a 
statement that Mr. McArthur made with regard to I. P. corn. The 
fact that it is identity preserved in a warehouse and it goes out of 
condition does not mean that the warehouseman is free of all liability. 
Now, it is true that it might be identity preserved and go out of con- 
dition in a warehouse, but that doesn’t mean that we are going to agree 
toit with the warehousemen that it is our loss. 

Mr. Correr. No; but the test there is whether he has notified you, 
and whether he has—— 

Mr. Watson. That is correct. 

Mr. Correr. Used normal diligence to keep it in condition. 

Mr. Warson. That is correct. 

Mr. Correr. But you do not have people in every warehouse to put a 
yi irdstick on the degree of dilige nce he has given to your corn. 
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Mr. Warson. No. But then if the warehouseman notifies us that 
the corn is going out of condition, and he is unable to condition 
then we would either load it out and determine the condition of ¢! 
grain then or attempt to get a representative sample on which 
could base the condition of the grain at that time, and any loss up t 
that time we would attempt to assess against a warehouseman, but th 
we would assume the loss from the date of that inspection on. 

Mr. Correr. I am not sure that I understand why you are agai: 
entering into identity-preserved agreements in 1952. Could y 
make that a little clearer? 

Mr. McArruer. It is an obstinate proposition on the part of thi 
warehousemen if Commodity agrees to it. 

Mr. Correr. Well, actually isn’t this a tremendous problem, th 
inventory that you have, if you are not moving it off to market in 
year or so, aren’t there going to be tremendous losses, and isn’t one o 
the best ways to keep down those losses to keep moving your olde: 
grain out, and I thought you testified yesterday that in the wheat 
inventory that was made possible by this commingled type of contract / 

Mr. McArruor. It is. 

Mr. Correr. Now, you say that in 1952 you are going back to an 
identity preserved contract on corn, when corn, it has been testified, 
isn’t as good a keeper as wheat 

Mr. McArruvur. We are putting it back in there on account of the 
desire of some warehousemen to store it on that basis. How man) 
will do it I don’t know, because the provisions are just as tight as they 
are for storing commingled, and the rates are not as attractive, and | 
would like to say furthur that age of a grain is not a reflector of condi- 
tion of the grain. 

Mr. Correr. Under ideal conditions you may be correct, but do not 
fumigants, turning, and age under normal warehouse conditions all 
have a derogatory effect on ‘the quality of the grain? 

Mr. McArruvr. It may interest you to know that in our Com- 
modity Credit Corporation bin type storage we have developed a 
system of aeration, of aerating the grain by down draft and over- 
coming this staleness and keeping it in better condition, without mov 
ing the corn, in other words, removing the air, rather than the grain. 
And it also fits into a fine system of fumigating effectively. 

Mr. Correr. I understand you have made substantial advancement. 
Would you read my last question ? 

(The question was read.) 

Mr. McArruvr. Yes, and I agree with that, in general, it is desirable 
to move the older stocks, also the grain that comes out of a cerain 
area or even from a certain farm, the farmer has not produced the 
best quality of grain or the farmer has not the best variety of corn, for 
instance, not as mature as some of the others, the mere age of the grain 
is not the determining factor. 

Mr. Correr. There are many factors? 

Mr. McArruur. There are many factors, that is right, but it would 
always be desirable if we could move or dispose of those questionable 
stocks, and it would be in my opinion desirable if we could replace 
them with equivalent bushelage. 

The CrHarrmay. Is it not rather difficult to commingle this grain 
with new grain, since as you indicated a while ago your take-over 
from the old has been decreasing each year? 
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fr. McArruor. It is very difficult. 

The CHarrMan. This is your own corn that you have—the bigger 
amount than you had in 1949, and your take-over in the other years 
was very small and, therefore, it would be rather difficult to com- 

ingle. Now if you acquired larger purchases, let us say in 1952 
aa you had to sell some of that corn you could then use your dis- 
cretion in selling the old corn, but it strikes me that from the evidence 
produced here, showing the small amount of corn taken over from 
vear to year, it would be rather difficult for a warehouseman to do that. 
' Mr. Correr. I assume that when you put corn in a commercial ware- 
house it is not only commingled with other Commodity Credit Cor- 
poration corn, but with free corn flowing in the market, and all that 
you are expected to get back is the same grade and amount of corn and, 
therefore, it might be next year’s crop or the year after that, and that 
is where the mixing would come in, not with a smaller take-over from 
Commodity Credit Corporation, but with the corn in a free market. 

The Cuatrman. But of the 350,000,000 bushels you now have on 
hand, as I understood you to say, only 50,000,000 bushels were in com- 
mercial warehouses. The rest is stored in CCC warehouses. 

Mr. McArruoer. That is right. 

The Cuarrman. I think that poses a problem. 

Mr. Correr. I think it does, too. There could come a point where 
that corn might not be fit for human consumption, is that not correct— 
are not the Food and Drug people raising some questions about some 
of your stored grain commodities ? 

Mr. McArruvur. No. Generally speaking they pay attention to 
wheat. ‘They would probably inspect corn that goes to the food plants, 
directed to the food plants. ‘That is such a small fraction. 

Mr. Correr. Is it a very small fraction ? 

Mr. McArrucr. A very small fraction. 

Mr. Correr. Do we have it tied down whether the reason you are 
putting in identity preserved contracts is because of the wish of the 
warehouseman or there is some advantage to the Commodity Credit 
Corporation, or what is it as to why you are again entering into iden- 
tity preserved contracts ? 

Mr. McArruer. It is the wish of some warehousemen. It might 
be our desire under certain circumstances. 

Mr. Correr. Well, for instance, could you give us an example of 
how identity preserved would outweigh commingled as an ideal situ- 
ation for preserving it in commercial warehouses ? 

Mr. McArruvur. I think in some markets, particularly large mer- 
chandising houses we might prefer to store the identity preserved 
where it is under good third-party supervision. 

Mr. Correr. You might have a superior quality of corn, you be- 
lieve ? 

Mr. McArruer. That is right. 

Mr. Correr. But your contract is not being offered on that basis— 
it is the warehouseman who can choose whether he will store it iden- 
tity preserved or commingled ¢ 

Mr. McArtruer. The contract is offered on a commingled basis, 
and the warehousemen can only have identity preserved when Com- 
modity Credit agrees to that type of storage. 

Mr. Correr. But I think you said that you are preparing to permit 
agreement of that type of storage ? 

Mr. McArruvur. We are in position to make it. 
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Mr. Corrrer. You have that policy. What is your policy? | 
thought you told us that you were going to do that. 

Mr. McArrnur. Well, I could not say how much we would store 
commingled and how much we would identity preserved. 

Mr. Correr. Are you in a position under this new uniform grain 
storage so that you can dictate that, or is that subject to the ware- 
houseman’s desires # 

Mr. McArruur. We can control that; yes. 

Mr. Correr. By the provisions of your agreement ¢ 

Mr. McArruur. That is right. 

Mr. Correr. Is that unusual in this new contract ? 

Mr. McArruur. Well, it is more clearly stated in the new contract 
than it is was in the old one. 

Mr. Correr. Is the reason you are continuing this on an identity 
preserved basis because the warehouseman thinks that the commingled 
contract is too harsh and holds him too responsible ¢ 

Mr. McArruor. I have heard, well, generally the expression of the 
warehouseman is that the contract is too tight period. 

Mr. Correr. On the commingled ¢ 

Mr. McArruvr. Both, either way. 

Mr. Correr. Do you have any system to move your older corn to 
market out first ¢ 

Mr. McArruvur. We move the corn first that begins to show de 
terioration or evidence of deterioration, regardless of what crop it 
may be. 

Mr. Correr. And you lack on notice from either your warehouseman 
or your county committee, whatever your source of inspection is, is that 
correct / 

Mr. McArtruvr. That is right. 

Mr. Correr. Under this new warehouse agreement, are there an) 
other features that are improving—lI am referring to both wheat and 
corn now—the contract with respect to the possibility of conversion 
or any other feature ¢ 

Mr. McArruvr. The Solicitor’s office will tell you that there are 
three or four features that are directed toward the problem of conve! 
sion in dealing with conversions. Probably the most important 
changes in the agreement are the clarifications and better statement of 
the warehouseman’s responsibilities and the terms of settlement under 
a given condition. 

Mr. Correr. Do you know whether they have presently any guar- 
anteed storage programs ? 

Mr. McArruvr. How is that, I did not get your question. 

Mr. Correr. Do you presently have guaranteed contracts for 
storage ¢ 

Mr. McArruvr. I believe that Mr. Watson or Mr. Troyer are in a 
better position to answer that. 

Mr. Troyer. We have some that have not expired, in other words 
contracts that we entered into on a 3-year basis. That is some time ago. 

Mr. Correr. Did you enter into any guaranteed contracts in 1950 
or 1951? 

Mr. Troyer. In 1950 and early 1951; yes. Let’s see, 1949, 1950— 
yes; we had 1951. 

Mr. Correr. In 1950 and 1951? 

Mr. Troyer. In 1951 up to, I think, it was the latter part of Feb 
ruary when we—— 





STORAGE AND PROCESSING ACTIVITIES OF CCC 1409 


Mr. Correr. I noticed you were on a very large bin-building pro- 
eram during 1949 and 1950. 

Mr. Troyer. That is right. 

Mr. Correr. And as of July 1950 you had almost 250,000,000 bush- 
els capacity of bin-site storage, orea vacant capacity of 99,000,000 
bushels. Iam wondering why you would be giving guaranteed agree- 
ments subsequent to that date, June 30, 1950. 

Mr. Troyer. You mean the question is based on the vacancy of 
bins 4 

Mr. Correr. Pardon? 

Mr. Troyer. Your question is based on certain bins being empty ? 

Mr. Corrrer. Yes. I see that you have nearly 100,000,000 capacity 
of vacancy here in bin sites around the country. In the hight of that 
fact, why would you be giving guaranteed storage agreements ‘ 

Mr. Troyer. The space that was needed and where these guaranties 
were set up it did not happen to be the space where these bins were 
located. 

Mr. Correr. But I say that as of June 30, 1950, you had vacancy 
capacity of 99,000,000 bushels. 1 think it has increased to 128,000,000 
bushels at the present time. 

Mr. Troyer. That is right. 

Mr. Correr. I could understand how you would have additional 
storage space or commercial storage space, but why would you have 
guaranteed storage space after that date / 

Mr. Troyer. We did not have them, all of our storage problems 
solved at that time. In our bin storage in 1950, where we were going 
through a changed period and the indication from the States was 
that we would definitely need more bin space—that report came in 
to us along in March, later was confirmed, and bins were purchased 
to take care of our needs in the spring of 1950. Now later when cer- 
tain developments such as the Korean situation and so forth came, 
markets generally changed, the estimates indicated would be filled 
prior to the date you indicated, June 30, were not filled. However, 
the storage-guaranty prob'em still applied to other areas in which 
these particular bins happened to be located, and in all cases—— 

Mr. Correr. Do you know how many guaranteed contracts, storage 
contracts you made after June 30, 1950? 

Mr. Troyer. I do not have the exact number. The total was around 
400 contracts that were in following the 2-year guaranty that we spoke 
of earlier. 

Mr. Correr. Will vou furnish us the figure of the ones that were 
made after June 30, 1950? 

Mr. Troyer. I think that we can work that out. 

The CHarrman. And you say those are now existing, are carry- 
overs from that period ¢ 

Mr. Troyer. That or an earlier period. You see the program was 
initiated early in 1950 and it was 1951 before we had the tax amortiza- 
tion set-up available, as I recall. Now the tax amortization was made 
available to certain warehousemen who provided additional storage. 
For that reason the Board decided to withdraw the program. 

The Cuatrman. As I remember, some of those contracts were made 
fora period of 2 years. 

Mr. Troyer. Some for 2, some for 3. If an entirely new struc- 
ture was eligible, for 3 years. 
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The Cuairman. That is what you mean when you say that whatey: 
exists now is the carry-over. The time limit has not as yet expired ‘ 

Mr. Troyer. That is right. 

‘The Cuamman. No new ones have been entered into? 

Mr. Troyer. No new ones. ,. 

Mr. Correr. Since June 1950? 

Mr. Troyer. No, since February 28, I believe it was, 1951. 

Mr. Correr. I see. No new ones since February 1951—you ar 
quite sure of that ! 

Mr. Troyer. If applications had been received prior to that I think 
there was probably half a dozen that were previously received an 
later some of those—— 

Mr. Correr. You had better 

Mr. Troyer. I will. 

(The information to be furnished is as follows :) 


give us the figures. 


ExHisir 65 


DEPARTMENT OF COMMERCE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, D. C., July 2, 1952 
Hon. ALLEN J. ELLENDER, Sr., 
United States Senate. 

Dear SEnNatTor: At the hearing before your committee on May 6, 1952, we wer: 
requested to supply information concerning the number of storage guaranty, or 
occupancy agreements entered into by Commodity Credit Corporation since June 
30, 1950. 

The information requested, broken down by States, is included on the attached 
tabulation. 

Sincerely yours, 
Lionet C. Holo, 
Acting Administrator 


Exuisitr 65 


Storage guaranty agreements and occupancy agreements having contract dat¢ 
after June 30, 1950 


Storage guaranty Occupancy agree- 
agreements ments 


Number Bushels Number Bushels 


155, 500 128, 00 
210, 000 
000 
), 000 
7, 188 
. 276 
5, 000 
20% 
», 000 
, O00 


5, 375, 000 

New Mexico 214, 000 
North Dakota . . 4 » 000 
Ohio 
Oklahoma 3 000 

, 000 
70 , 
, SOS 


, 000 
5, 000 


622 | 
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Mr. Correr. May I correct the record to say that the ninety-nine- 
odd million bushel vacancy in bin sites was just for a four-State area 
in the Chicago region, Ohio, Indiana, Illinois, and lowa. And that 
would also apply to the 128,000,000. 

Mr. Troyer. I am not too sure on those figures. Our vacancy, I 
think, covered the entire bin space that we had. Does that come from 
the Chicago office ? 

Mr. Covrer. These are the General Accounting Office figures taken 
from the Chicago office. 

Mr. Troyer. All right. 

Mr. Watson. Although we may possibly have 100 million bushel 
vacancy in bins it would not be indicative that we need to stop the 
guaranteed storage on commercial elevators, because our bin sites 
would be located primarily in the corn area and at the same time we 

concerned with increasing storage in the wheat areas. We might 
have 100,000,000 bushels surplus in the corn area, but still these are 
an increased storage in the wheat district. 

Mr. Correr. Well, if your picture reflects that as you develop it on 
these contracts that were entered into after June 1950, will you indi 
cate the place and how many of them appear to be wheat elevators 
rather than something else ¢ 

In that connection, I notice a telephone call here that happens to 
from a Senator’s office to Mr. Hudtloff, dated June 8, 1951. She in- 
quires about a Mr. McGinty on behalf of his facility at Bay City, 
Mich. Mr. Hudtloff told her that we had a guaranty and 500,000 
bushels or space at that facility, and that we had had to move in corn 
from Wisconsin to avoid losing money on our guaranty. What Mr. 
McGinty was interested in was more grain to store. That is what he 
wanted, 

Did you have dislocations of that kind that you gave out guaranties 
and you found that the guaranty was in a place that you did not need 
it? 

Mr. Troyer. Well, I do not think that was true in the one you men- 
tion here in particular was made available in order to take care of a 
problem of storage there in the Michigan area. Then later it devel- 
oped that they were able to find additional space in the East and move 
it on to that, and when we finally checked up they decided it would be 
well to store more corn in there than the additional amount originally 
assigned. 

I think that was done in a number of cases where it was necessary to 
move into certain storage facilities because they were under storage 
guaranty, and we did make a special effort to see that they were filled 
and our part of the contract was fulfilled. 

Mr. Correr. I might ask you this question, Mr. Watson. What is 
your policy in the Grain Branch with respect to bin storage as against 
commercial warehouse storage of corn ¢ 

Mr. Watson. It is the desirability of using one against another. 

Mr. Correr. What is your policy, not the desirability ¢ 

Mr. Watson. Our policy has been in the past that we, of course, put 
out grain in commercial warehouses. 

Mr. Correr. If they are available? 

Mr. Watson. If they are available; that is right. If they are not 
available—— 


] 


We 
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Mr. Correr. When did that policy start? 

Mr. Watson. Well, that is the policy—I think that first developed 
or, at least gained prominence at the time the charter act was revise:| 
for the Commodity Credit Corporation in the hearings and I believe at 
that time made it clear that the Commodity Credit Corporation was 
utilize to the fullest extent possible the commercial storage and 
have followed that since that time. 

Mr. Correr. Are there any changes in your present policy ? 

The Cuarrman. That is still the law. 

Mr. Warson. That is still the law; yes. And so far as I am able to 
say that is our policy at the present time. 

Mr. Correr. Pardon ? 

Mr. Warson. That is our policy at the present time. 

Mr. Correr. Do you have any intention of changing it during the 
coming year ¢ 

Mr. Watson. Yes. I do not know as you would say changing it or 
not. Weare considering the possibility of placing into available | 
storage grain delivered from farm storage, farm-stored loans, having 
in mind the possibility that in certain areas, due to the anticipated 
wheat crop coming up this year there is a possibility that there could 
be a shortage of storage space in certain areas. Now I am talking only 
about wheat at this time. Well, of course, we will contact the loca! 
warehousemen and if they are able to take the grain we will place it i1 
the commercial warehouse storage. If they are unable 

Mr. Correr. You are going to put wheat in Commodity Credit 
Corporation owned bins; is that right ¢ 

Mr. Watson. Under the conditions I just outlined. 

Mr. Correr. Yes; but you have not had a great deal of wheat stored 
in Commodity Credit Corporation prior to this time. 

Mr. Warson. Not in the last several years; no. 

Mr. Correr. Actually, the records in the Chicago office indicate as 
follows: 

June 30, 1950, the total inventory in the Chicago area for corn was 
two-hundred-and-five-odd million, one-hundred-and-fifty-five-odd 
million of which was in bin site storage, and in country and terminal 
warehouses there was fifty-million-odd. 

A year later, on June 30, 1951, instead of two-hundred-and-five-odd 
million, CCC had gone up to 247,000,000 as the total inventory, and 
your bin-site storage had gone up from 155 to 197 million, while your 
country and terminal warehouse storage had remained the same, 
5O.00K ).( 100, 

On September 30, 1951, your total inventory was down 5 million. 
Your bin storage was down 6 million. And your country storage was 
up 1 million. 

But, in February 1952, your total inventory was down to 234,000,000, 
your bin storage 190,000,000, practically no recession, and your country 
and terminal elevator storage down 7 million. 

Would that mean that you were shipping large quantities of 
damaged grain out of commercial warehouses—would that be the 
reason for that large decrease jn the terminal elevators, country and 
terminal elevator storage, rather than bin storage? 

Mr. Warson. I do not know that I can consider that due to dam- 
aged grain. I think Mr. McArthur is better qualified to explain that 
movement than I am. 
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Mr. McArruvr. There has been a relatively heavier movement out 
of the country warehouses than there has been out of the bin sites. 

Mr. Correr. Why is that? 

Mr. McArruvr. The warehousemen felt that maybe the grain would 
not keep another year or he wants to get his space opened up for the 
next crop—various reasons. 

Mr. Correr. Do you have any idea or have you any figures on the 
percentage of grain that you are presently holding that is damaged 
or will grade as low as sample? 

Mr. McArtruvur. No: we have not here. 

Mr. Correr. Do you have a system or facility that would give you 
such a figure ¢ 

Mr. McArruvr. We would have to go to the county committees 
and get their best estimate on it, and I think that it would be relatively 
small now because the past 2 or 3 months they have been shaping up 
their stocks. Anything that was questionable, why, they have asked 
to move it, ship it out, if they did not sell it locally. And, naturally, 
in their sales locally at the formula price or the market, they will 
sell their more questionable stocks first. 

Mr. Correr. But you would have to make a special analysis to find 
that out ¢ 

Mr. McArtuour. We would have to put out a questionnaire to prac- 
tically every county. I think they could make it a fair estimate. 

Mr. Correr. Would it be feasible to do that—would it serve any 
good purpose ¢ 

Mr. McArruour. I doubt if it would serve any good purpose, be- 
cause they are constantly working on it, keeping their stocks in shape. 

(ny time any question about them, why, then, they are in the mood to 
dispose of them. 

Mr. Correr. You feel that the work to get up such a report as that 
would entail more work than it was worth; is that right? 

Mr. McArruvur. Well, I think so under the present circumstances. 

The CHatrMan. And time, too? 

Mr. McArruour. Yes. 

Senator Aiken. You think the percentage is pretty small, though ¢ 

Mr. McArruvr. Yes, indeed. 

Mr. Correr. Do you have any views with respect to inspection serv 

es¢ I think I touched on this last night with you, or yesterday, but 
| do not know whether we covered it completely. 

Mr. McArruvur. Yes, I do. I do not think it is necessary to have 
in extensive inspection system, but we do need a little more than we 
have had. 

Mr. Correr. You think that that should be supervised by the Grain 
Branch, I think you said? 

Mr. McArruer. Yes. 

Mr. Correr. Through the field? 

Mr. McArrucur. Yes. 

Mr. Correr. Do you think that there is any merit in having a sepa- 
rate and independent branch of the Department of Agriculture to 
make these inspections? Do you think there is any advantage in 
having it isolated for control purposes from the Grain Branch ? 

Mr. McArruvur. I do not think there would be any advantage in 
iat. I can illustrate it by referring to a couple of our areas, the 
Portland area, where Mr. Kittle is the director there. 


{ 
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He has used two or three men who knew how to inspect grain an 
by more or less spot inspections, wate hing the work, me. § so forth. To 
my knowledge, we have had no conversions in that area 

Mr. Correr. Of course, you have a number of States in that ares 
that have strong warehouse laws, do you not ? 

Mr. McArruvr. Mr. Watson comes from that area. He cou d 
testify as to that. I would like to go on. 

In the Minneapolis area, Mr. Cole, the director, has had one or two 
very practical men who have done a trouble-shooting job. Wheneve: 
there was a questionable spot, why, they got right out there and dea| 
with it. And they have had minor troubles, very small converters 
that area. 

The important thing, in my opinion, is to have a very limited num 
ber of inspectors that do inspection work or physical inventory, or ge 
after shipping problems and various activities that are necessary for 
the commodity office to get done, and more or less coordinate the whole 
thing. 

Mr. Correr. I think you are familiar with the fact of the great 
number of shortages that have been developed by the Audit Division’ 

Mr. McArruer. Yes. 

Mr. Correr. In your opinion, should there be a coordination of 
efforts of the practic: al grain men that you speak of and your Audit, 
and perhaps your C, and I.¢ 

Mr. McArruur. Yes. I think those aydit investigations have fo! 
lowed circumstances which raised doubt, such as failure to ship 
promptly and shipping instructions, questionable quality grain, or 
something like that. 

The areas where we have had the most experienced men, who know 
their warehousemen pretty well, and so forth, have a long history wit! 
those warehousemen, have the least trouble. 

Senator Kem. What are those areas where you have had the exper: 
enced men, Chicago and Minneapolis ? 

Mr. McArruovr. The Portland area, probably the least trouble, and 
Minneapolis—those two areas, I think, are outstanding in that respect 

Senator Kem. How about Chicago? 

Mr. McArruvr. Chicago has had a considerable number of late- 
comers in the warehousing business. 

Senator Kem. You have had a good deal of trouble there? 

Mr. McArruvr. There has been: quite a bit of trouble. 

Senator Kem. Shortages? 

Mr. McArruer. Quite a little: yes. 

Senator Kem. How about the Kansas City area? 

Mr. McArruvur. The Kansas City area, we have had some trouble. 
In the State of Kansas, where they are supposed to have some of the 
best grain supervision, State grain supervision of any State, stil! 
there has been a little trouble there. In fact, one of the worst cases 
has been right under the nose of the State grain supervision. 

Senator Kem. Worse than the Tanner case? 

Mr. McArruvr. Well, about as bad. 

Senator Arken. Is that about your worst case—the Tanner case 
about the worst case ? 

Mr. McArrucr. I would judge so. 

Senator Kem. How about the Dallas area? 
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Mr. McArruvur. The Dallas area, we have had the greatest num- 
ber. In my judgment, it is due to quite a few inexperienced ware- 
housemen. It is due to a large amount of grain stored the last 2 or 3 
vears. I have an idea that at times the warehousemen, when the new 
crop of wheat would come in, sold the old, and so forth, and one step 
to another. 

Senator Kem. Are you going to put in the record the number of 
shortage cases you had in these various areas, and the amounts in- 
volved ¢ 

Mr. McArruer. I could not give that. 

Senator Kem. Who could? 

Mr. McArruvr. Well, we can secure that. 

Senator Kem. Will you get that for the record? I think that would 
be very pertinent and important information. 

Mr. McArruer. I think it has been asked for, has it not? 

The CuHarrMan. Yes. 

(The information referred to is as follows: ) 


EXHIBIT 66 


Vumber of grain warehouse shortage cases by PMA commodity offices * and 


amounts invotved 


Referred to 
Department 
f ‘ 


741, 412 
359, 063 
i S 309, 991 
sas City 
[inneapolis 
w Orleans 
w York 
ortland 
Francisco 


{mount uncollected 
? Shortage eliminated. 


irce: Department of Agriculture, Commodity Credit Corporation 


Senator Kem. Yesterday or the day before, you offered to secure for 
the record copies of the press releases which had informed the public 
as to the circumstances under which guaranteed storage contracts 
would be made. 

Have you produced those yet / 

Mr. Troyer. Yes, we have them available. 

The Cuarrman. That was partially testified to this morning by 
Mr. Grimes, who appeared here. He was the attorney for Cargill & 
Co., and referred to these press releases, indicating that the Com- 
modity Credit was anxious to enter into contracts for new storage 
facilities because of the fact that there was so much grain at that 
time to be moved from the country. 

Senator Kem. You say the press releases are here? Are there 
others besides the one I have in my hand ¢ 

Mr. Troyer. There is a release in regard to the instructions to 
county people. And then I think there were some releases in regard 
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to our over-all storage needs which did not tie exactly to the cor 
mercial. In other words, the way the question was raised in regari 
to storage guaranty, commercial storage guaranty, it did not. 

Senator Kem. These are the only ones that were put out that hay; 
reference to commercial storage guaranties ¢ 

Mr. Troyer. As such, ves. There were some other releases in regar( 
to the problem whiclr we had at that time, which led up to these bein; 
issued. 

Senator Kem. I will look at these, Mr. Chairman. I do not ca: 

_about holding up the proceedings. 

The Cuamman. Are there any further questions / 

Mr. Correr. The Tanner case was mentioned, which brings up thy 
facilities to which Commodity Credit Corporation has used the Units 
States Warehousing Act. There is a division that does administer t! 
act. It is not in the Grain Branch, however. 

Do you feel, Mr. McArthur, that the warehouses under the Unite 
States Warehouse Act have been less susceptible to these shortag 
than the other types of warehouses / 

Mr. McArruvr. I would not be able to answer that without review 
ing all of the reports. 

Mr. Correr. Do you not have any impressions at all? 

Mr. McArruvr. Well, I judge that we have had some sad expe 
ences in connection with the Federal warehouse in some instank 

Mr. Correr. In the Tanner case—are you familiar with that ec: 

tall? 

Mr. McArruvr. No, I am not. 

Mr. Correr. Who would be at your top level office they do come 
the Grain Branch, do they not ¢ 

Mr. McArruur. They do, now. 

Mr. Correr. Who would be handling that situation / 

Mr. Watson. Well, that again, as we explained to you yesterday, 
a claim which channels to our fiscal office, when it comes to claims. 

Mr. Correr. We are not talking about claims now. We are talking 
about testimony received from Mr. Tanner that there was some sort 
of a disagreement between United States warehouse inspectors and 
Commodity Credit Corporation inspectors, and there was some tes 
timony about the swapping of United States warehouse receipts fo 
R cky Mountain States warehouse receipts. Who can tell us about 
that / 

Mr. Warson. I am not familiar with it. I assume that is in ou 
C.& L. report, but Tam not familiar with the exchange of warehous 
receipts. I understand that the Dallas office had issued ‘warehouse 
receipts for loading purposes to Tanner, and those warehouse receipis 
were in the Tanner warehouse undelivered, and then in making audits 
there that those warehouse receipts were used when actually they were 
not canceled warehouse receipts. 

Mr. Correr. But you really do not know anything about it ? 

Mr. Warson. No, I do not. 

Mr. Corrrr. You cannot say that anybody in your operating branch 
would ¢ 

Mr. Watson. No, I do not believe, other than the reading of the re 
port on the case. 

Mr. Correr. Mr. MeArthur, would you know who had charge of it 
at the Washington level—is there anybody ¢ 
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Mr. McArruvur. Maybe Mr. Hudtloff might know. 

Mr. Correr. That happened back when the supervision of ware- 
housing was in a separate division, the Warehouse Division; is that 
right ¢ 

“Mr. McArtuer. I would think so. 

Mr. Correr. Let me ask you your views as to whether this storage 
and responsibility for storage is best handled by a centralized head 
in Washington or in the various branches? 1 understand that it used 
to be inthe various branches. Two or three years ago it was centralized 
in the Transportation Division. And as of July 1, 1951, it was trans- 
ferred back to the various branches, and the storage of grain, and so 
forth, was transferred back to the Grain Branch. Is that correct ¢ 

Mr. McArruur. That is right. 

Mr. Correr. What motivated that transfer back, do you know? 

Mr. McArruvr. I do not know. I would say this from experience 
n connection with these grain programs since 1938, that it is of great 
idvantage to have it all centralized, the warehousing in connection 
with the price-support programs and the movement and purchase and 
sales, all have it done in one operation. 

The CHaiMan. Is that the way it is now / 

Mr. McArtuvr. That is right. 

Mr. Correr. You mean you centralize all functions with respect to 
erain under one head ? 

Mr. McArruvr. Under the Grain Branch; yes. 

Mr. Correr. If you have a warehousing branch in each commodity 
branch, then you have a certain duplication of certain services / 

Mr. McArtruer. Well, in that connection the bulk commodities are 


practically all in the Grain Branch. And in the other branches, for 
nstance, fruits and vegetables and poultry, and so forth, their com 


odities are largely processed or packaged commodities, flat storage, 
is you call it. That makes a natural division. 

senatol Ki M. Mr. McArthur, were these two releases, dated August 
2, 1949, and August 18, 1949, in effect at the time of the contract 
vith the Midwest Grain Co. in Kansas City ¢ 

Mr. McArtuvr. I could not answer that. I did not work with that. 

Senator Kem. What was the date of that. the Midwest deal in 
Kansas City 4 

Mr. Correr. The approximate date of the contract ? 

Senator Kem. Yes. 

Mr. Correr. I cannot give you the exact date. September 15, Mr. 
Kendall says. 

Senator Kem. What year? 

Mr. Correr. 1949. 

Sertator Kem. Is it your position that the Midwest deal was in ac- 
cord with instructions contained in these two notices ¢ 

Mr. McArruor. I did not have any responsibilities in connection 

th that type of storage. 

Senator Kem. Who had the responsibility for the Midwest deal ? 

Mr. Watson. | think Mr. Troyer could answer that. lle has had 
ore experience. 

Mr. ‘Troyer. I think it was handled—the application came in on 
that—it had been originated at the State and county level out there, 
then forwarded to the transportation warehousing branch which was 
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not quite in existence at that time, so I presume it was handled ove: 
on Mr. Kruse’s side. 

Senator Kem. As I recall the testimony in the Midwest case it never 
had been referred to the State and it had no recommendation frem thi 
State or county level. 

Mr. Troyer. That would have been true in connection with Norris 
City due to size of it. Iam not too sure on this Midwest, what the 
case history is on that. 

Senator Kem. Whom should we call to find out who authorized it / 

Mr. Troyer. I do not know. Can Underhill help on that? 

Mr. Warson. I think that possibly any record we might have of 
it—some of the records might be in Mr. Kruse’s office, and some migh' 
be in our office in the grain branch. 

Senator Kem. Could we ask that those records be developed 
the person under whose authority the transaction was carried out 
appear here as a witness, Mr. Chairman. 

The CuatrmMan. Yes, but it is my recollection that it was handled 
on a more or less local level. We already have evidence to that effect. 
But if there is anything else, all right. 

Senator Kem. The point is that the instructions are very specifi 
and definite to the effect that, “If the State committee concurs in the 
recommendation they shall note their approval and forward to the 
manager of Commodity Credit Corporation, Room 212, West Wing. 

Administration Building, Department of Agric ulture, Washington 
25, D.C. 

If it is the position of the Department that the Midwest transaction 
was made pursuant to these instructions, it would appear that the 
papers would have been forwarded here. 

The Cuamman. Well, can you look into that, Mr. Watson, and 
tell us who handled that? 

Mr. Warson. That is the Midwest Grain ? 

Senator Kem. The Midwest Grain Storage. 

The Cuatrman. And the Harris Grain Co., also. 

Senator Kem. Could we put in the record the two releases that have 
been produced here ¢ 

The Cuatmrman. Yes, they will be put into the record. 

Senator Kem. Pursuant to the request. 

The CHarrMan. They were produced for that purpose, and so we 
will put them in the record at this point. 

(The release dated August 2 and the memorandum dated August 
18 are as follows:) 

DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 


OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., August 18, 1049. 
Grain Memorandum 158. 
To: All State PMA Chairmen. 
From: William B! Crawley, Assistant Administrator for Production. 
Subject: Commercial storage guaranties. 

Since issuance of the August 2, 1949, press release on commercial storage 
guaranties, several States have recommended that commercial storage guaranties 
be made available within their respective States. 

It is not contemplated with guaranties on a blanket basis will be made avail- 
able by areas. However, CCC will give consideration to proposals received 
which are accompanied by a favorable recommendation from State and/or county 
comtittees. Guarunties have been limited to 2 years and to projects which could 
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be completed in sufficient time to assist with the handling of commodities 
lelivered to CCC in 1949. Under this program the Corporation is not lending 
oney for construction but does guarantee occupancy of newly constructed 
acilities up to 90 percent of capacity for 2 years. Rates to be paid warehouse- 
en for the first year will be the full uniform warehouse grain storage rates 
ind not to exceed 80 percent of such rates for the second year. 

Warehousemen interested in this plan should furnish county or State com- 

ttees with the following information: Type and size of structure and location, 
new structure or annex to existing structure, commodity to be stored, date the 
storage will be ready for use, and amount of space that will be available for 
cce storage. In making its recommendations State and county committees 
should take into consideration the (long term) actual! need for this structure 
in the locality. whether or not the structure is one that will be adequate to 
ifferd safe storage, whether or not there is other storage in the same locality 
not being used that could be used, and the willingness of the applicant to co 
operate with the over-all program. If in the judgment of the county and State 
ommittees the facility might not be filled for at least the next 2 years and com- 
pleted in sufficient time to assist in handling commodities delivered to CCC in 
1949, it should not be recommended at this time. 

No specific form will be developed for use in entering into an agreement. The 
ipplicant may make application in writing for a commercial storage guaranty 
for newly constructed facilities and file it either with the State or county com- 
mittee. When filed with the county committee, the county committee will make 
ts recommendations to the State committee. If the State committee concurs in 
the recommendation they shall note their approval and forward to the Manager 
if Commodity Credit Corporation, Room 212, West Wing, Administration Build- 
ing, Department of Agriculture, Washington 25, D. C. 

If the proposal is approved, the Manager of CCC will issue a letter of com 
nitment to the applicant incorporating the terms of the agreement and upon the 
completion of the facility the PMA Commodity Offices will execute a uniform 
grain storage agreement, with a rider covering the terms and conditions of 
the guaranty. 


DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, August 2, 1949. 


cce WILL OFFER COM MERCIAL STORAGE GUARANTIES 


The United States Department of Agriculture today announced that the Com 
modity Credit Corporation will offer storage use guaranties to encourage the 
construction of needed additional storage facilities by cooperatives and other 
commercial enterprises. 

Under the national storage program which was announced by the Department 
on June 7, efforts have been directed at increasing on-the-farm and noncommercial 
storage. On July 21 the Department announced a plan for CCC purchase of bins 
and comparable structures for storage of shelled corn and other grains acquired 
by CCC under price support programs. 

The additional storage program provisions announced today are directed at 
expansion of commercial-type storage. 

The Corporation is not lending money for this construction, but will agree to 
cuarantee occupancy of newly constructed facilities for a short period of time. 
Among offers already received by CCC is one under which auxiliary facilities 
would be built te connect with existing elevators and under which CCC would 
guarantee full uniform grain storage rates for the first year and not to exceed 
80 percent of such rates for the second year 

Guaranties will be limited to structures built in areas with demonstrated long 
term storage heeds. State and county committees of the Production and Market 
ing Administration will recommend specific locations, and the dates by which such 
storage must be ready for use. 

Persons interested in additional information regarding details of the program 
may obtain it from Elmer F, Kruse, manager, Commodity Credit Corporation, 
Room 212 West Wing, Administration Building, United States Department of 
Agriculture, Washington, D. C 


Mr. Correr. Are these the only releases, Mr. Troyer, that you have 
in connection with this storage program ? 
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Mr. Troyer. They are the ones that apply particularly to the ques 
tion that was raised yesterday as to what release you wanted. In 
other words, we were thinking about this 2-year storage guaranty that 
was handled under Mr. Kruse's direction. 

Mr. Correr. I think we have had testimony here that there wer 
press releases. 

Mr. Troyer. Possibly there are. 

Mr. Correr. Pursuant to which Cargill came in. Do you have those 
press releases‘ You will note that Cargill, the letter setting up the 
Cargill contract, was dated July 27, 1949, and these releases are not 
until August 2 and August 18, respectively. 

Mr. Troyer. Well, August 2 is when the release finally went out. I 
think the over-all policy had probably decided before that week, prior 
to that. 

Mr. Correr. But I think that the testimony has been repeatedly 
that Cargill came in, in response to a press release sent out. 

Mr. Troyer. Not this particular release. The thing that they re- 
ferred to this morning particularly was in regard to the storage prob- 
lem of Commodity Credit Corporation that they were facing—not 
under this particular angle of it, but other releases that had said defi- 
nitely that Commodity Credit Corporation was in need of additional 
storage space in a number of areas. 

The CHarrman. Have you any such releases available for the 
record ? 

Mr. Troyer. That would be clippings from the trade papers and 
things of that kind put out that sort of information. 

The Cuarrman. In that connection could you also have looked into 
such releases as may have been issued in the Kansas City area where 
the Camp Crowder facilities are located ? 

Mr. Troyer. I will be glad to check on it. 

The Cuarrman. Will you check on all of that and bring in such 
releases as you may have had to show any invitation that was made 
by the Commodity Credit, either at the Washington or local or 
regional levels, as to the necessity for space ? 

Senator Kem. And also a list of the shortage by name and the 
amounts involved in each of the areas. 

(The information to be furnished is as follows :) 


Exner 67 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, June 7, 1949. 


SeEcRETARY BRANNAN ANNOUNCES GRAIN STORAGE PROGRAM 


Secretary of Agriculture Charles F. Brannan today released the following 
statement outlining the immediate steps to be taken in a broad program to de- 
velop more adequate storage facilities for farm commodities : 

The President has just signed a bill restoring to the Commodity Credit Cor- 
poration the authority, held by the Corporation from its inception until last year, 
to assist farmers to store their grain and other products and to provide storage 
for these commodities when they are turned over to the Corporation in the con- 
duct of the authorized price support programs. 

The Department of Agriculture has been prepared to attack the grain storage 
problem at any time it regained the authority to do so. It is now in position to 
go ahead, and is taking immediate action. 

The wheat crop is already being harvested in the southwestern part of the 
country, and it is too late now to do all of the things we had planned earlier as 
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part of a broad program to handle peak grain harvest periods and to carry out 
our year around price support obligations. However, the Department will move 
at onee to put into effect as much of the program as possible at this time. 

Three major steps have been specially and realistically adapted to meet the 
immediate situation and to prepare for the grain storage problems which are 
almost certain to develop as crops are harvested during the next several months. 
These steps are: 

1. Because wheat is already being harvested in the Southwest, and because 
farmers are finding it difficult to make use of available commercial storage, 
ccc will temporarily liberalize the provisions of its price-support grain loon 
program. This will make it possible for grain farmers to take advantage of the 
protection offered by the support program, even though adequate storage facilities 
are not immediately available to them. 

In all areas where climatic conditions make it possible to store wheat for 
short periods on the ground in the open, or in other temporary ways which are 
available to farmers, CCC will grant “distress” grain loans immediately. These 
distress loans will be granted with the definite understanding that the farmer 
himself is to build or acquire satisfactory farm storage facilities within not 
more than 90 days. When he does, and the wheat is properly housed, the distress 
loan will become a regular loan under the CCC price-support program. 

Seventy-five percent of the full support level will be advanced to the farmer 
at the time he takes out the distress loan. He will receive the balance of the 
full price support loan when the grain is in his new storage facility. Deter- 
mination of grade and quality will be made at the time the grain is put under 
the distress loan. The quantity will be estimated at the time the distress loan 
s granted, and it will be finally checked and determined when the grain goes into 
the permanent storage. The farmer will not be responsible for changes in grade 
and quality which may occur during the period of the distress loan. 

In areas where it is not feasible for farmers to leave wheat in the open or in 
other temporary storage, and where adequate storage facilities are not avail- 
able to them, the CCC itself will undertake to find suitable emergency storage. 
It will use Government owned war-surplus facilities where available or take 
other special measures to get the wheat under cover. This will make it possible 
for farmers in such areas to take advantage of the distress loan provisions, on 
the same general basis as those where the climate is drier and under comparable 
requirements for acquisition of additional farm storage. 

State and county committees of the Production and Marketing Administration 
will be given full information about the distress loan procedures immediately. 
Farmers should check with their local committees before taking steps to qualify 
under this program. 

2. In an effort to mobilize the maximum production capacity for farm storage 
facilities, the manufacturers and suppliers of on-the-farm type of grain storage 
facilities are invited to meet with officials in conference room 218—A at the De- 
partment of Agriculture in Washington at 10 a. m.on June 10. At that time, a 
survey will be made of the capacity of each to produce and deliver, and areas of 
greatest need will be defined. The Department hopes to complete previous dis- 
cussions with these suppliers to pave the way for the early delivery of the maxi- 
mum amount of storage and storage materials, so that farmers will be able to 
purchase and erect facilities as rapidly as possible. 

Local dealers and representatives of manufacturers will not be bypassed in 
this effort to speed up delivery. On the contrary, all available information as to 
names of suppliers as well as the types and quantities of storage facilities which 
can be produced by the different suppliers will be made available to the State and 
county PMA committees. These committees will then be able to help local dis- 
tributors bring to the attention of all grain farmers the availability of different 
types of structures, costs and other pertinent information. 

As part of this effort to increase farm storage quickly, CCC will make loans 
to farmers for the purchase or construction of farm storage to the extent of 85 
rercent of the cost of the facility. Those loans, bearing interest at the rate of 4 
percent a year, will be payable in five annual installments, or earlier at the 
farmer’s option. 

In adidtion, and as a part of the farm storage loan program, the Department 
will include a provision for deferment of repayments in a year when the farmer, 
hecause of conditions over which he has no control, is not in position to utilize 
the storage space. To illustrate, in the event of crop failure in an area, pay- 
ments for that year will be deferred—in effect extending for a year the time 
during which the total storage loan is to be repaid. The PMA committees will 
be responsible for determining the local justification for such deferrals. 





1422 STORAGE AND PROCESSING ACTIVITIES OF CCC 


In connection with assistance available to farmers in paying off farm storag 
loans, or otherwise financing new storage capacity, I want to call particular a 
tention to the “resealing” provisions which were announced in May. Any farm 
who has had wheat, corn, oats, or barley under storage loans can reseal t! 
grain, extending the commodity loan for another year and keeping the grain 
its present storage position. CCC will pay him fixed storage fees for keeping 
this grain for the Corporation for the extended period. 

Those who have listed those same grains under the purchase agreement 0 
tion of the price support program can also put the grain under loan for thy 
coming year, thus qualifying for the same storage fees if the grain is eve) 
tually delivered to CCC. These storage fees will help pay the cost of any new 
and additional storage the farmer acquires. The “reseal” payments shou 
serve as a definite incentive for added farm storage, promoting more order} 
marketing of 1949 grain crops and permitting farmers to take full advantage 
price supports. 

3. It is anticipated that CCC will be required to carry over considerable grai: 
stocks from year to year, both as a result of its price support operations and 
providing for carryover of part of the necessary reserve supply in the nationa 
interest. CCC will therefore contract for storage facilities to be placed on leas 
or purchase sites at strategic points throughout the country, for storage of CCC 
owned or cdéntrolled grain stocks when other facilities are not available. 

The Corporation at present owns approximately 45 million bushels capaci! 
of bin-type storage and believes that about an additional 50 million bushels 
comparable storage, properly located, will materially assist in meeting storag 
needs for the immediate future. This additional storage for CCC stocks wi 
help make it possible for farmers, grain dealers, and the railroads to handle t) 
volumes of grain coming in at the peak of harvest. 

This CCC storage is intended to supplement existing facilities only to the exten: 
necessary to help meet urgent current needs. The bins or other storage faciliti: 
on these sites, when not needed by the Corporation, will be subject to lease | 
farmers or groups of farmers. We regard the CCC bin purchase approach | 
the grain storage problem as a temporary measure, made necessary by the lac} 
of time in which to meet situations which are immediately ahead. 

Considering the over-all storage question, Department surveys show that the: 
is need for more elevator-type storage to handle our grain supplies efficiently i: 
the harvest seasons and years ahead. There is obviously not time to do muc! 
in this direction to help with 1949 grain crops, but it is expected that cooperatiy 
and other commercial interests, recognizing the future storage needs, will star 
the necessary construction programs through the usual channels of individua 
initiative. 

The Cuarmman. In each of what? 

Senator Kem. In each of the areas. 

The Cuamman. Can you furnish that? 

Mr. Troyer. I am going to have to question someone else on that 
I do not know whether we have that available here yet or not. 

The Cuarman,. Mr. Underhill. 

Mr. Unperutti. We would rather not release names on any short 
age cases that have not reached the court stage. We can furnish thie 
identification and the amount of the shortage. 

Senator Kem. I can appreciate you would rather not release that 
information, but is not that exactly the information that the commit 
tee wants to get since we are engaged in investigating the extent and 
the nature of these shortages? I understand that is the purpose of this 
investigation. And it seems to me— 

The Cuatrman. Well, Senator, we have some experience under thi 
Comptroller General’s reports some time ago that there were quite 2 
few persons mentioned in that report and it turned out that there wa 
no shortage in their case. I think it has been the Department’s polic) 
not to release any of these until it is definitely established there hav: 
been shortages and that the shortage can be proved. 
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Mr. Correr. I might state that the staff has been furnished with 
shortages from some offices prior to the time they reached the court 
stage, and we have not released the names. 

The CHarrMan. I understand. 

Mr. Correr. But have otherwise developed the facts and the nature 
of it. 

Senator Kem. How are we going to know the extent of the shortages 
and their nature and how they have come about if we do not have that 
information ¢ 

The Cuairman. It is in the possession of our investigators. 

Mr. Correr. I would suggest—— 

Senator Kem. That does not inform the committee. 

Mr. Correr. That is right. I would suggest that the full amount 
of known shortages be furnished to the committee officially and at least 
a key to the names of the cases, if there is some reason which is real why 
they should not be divulged and also be furnished, not necessarily for 
publicat ion, so that we could have the full extent of the shortages and 
the kind and so forth. 

Senator Kem. It seems to me that is just the basic data we are 
after and that is required for the study we are making. 

The CHarmMan. We are going to get all of that, Senator. It was 
my understanding that that information was in the hands of our 

nvestigators. 

Senator Kem. That does not serve the purpose. The investigation 
is not being carried on by the staff. It is being carried on by the 
committee. At some stage of this investigation it seems to me that 
the members of the committee ought to have that information. 

Senator Arken. We should have the amount of the shortages dis- 
covered over a specific period of time, I think, and not simply those 
that exist at the present time. Probably we should go back about 2 
years, would you say? 

Senator Kem. I think so. 

Senator AIKEN. At least to about July 1, 1950. 

The CHatrrman. Without naming who they are. 

Mr. Corrrer. I think we should name all old cases. 

The Cuarrman. I think so. 

Mr. Correr. I have asked them to go back 5 years. Have you ever 
completed furnishing me the information, have you ¢ 

Mr. Unperuiti. We have it 90 percent complete. 

The Cuatrman. Are you obtaining that information, Mr. Cotter, 
so that in time before these hearings are closed, you can furnish it to 
the committee ¢ 

Mr. Correr. We hope to be able to do so. 

The Cuarrman. It is my understanding that they are working it up. 

Senator Kem. That is fine. I just wanted to be sure that that was 
going to be forthcoming. 

The CHatrmMan. It will be. 

Senator Kem. Then we will have sufficient time to examine that 
and see if we want to make any further investigation as to how these 
shortages occurred, looking to remedial legislation if necessary. 

The Cratrman. Yes, sir. I am hopeful that we can get that in- 
formation soon, so that we can wind this up. 

Is there anything else ? 
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Senator Arken. I wonder before these men go if we could get any 
information on that Egyptian barter deal that was referred to by t] 
witnesses that we had. 

Can you tell us anything about that deal of bartering wheat for 
long-staple cotton ¢ 

Mr. Watson. So far as our activities are concerned ‘ 

Senator Arken. So far as any other activities that you might know 
about are concerned. 

Mr. Watson. Primarily, on these barters where there is an exchange 
of grain in exchange for some other commodity, our activity 
primarily confined to determining the price of the grain that is to bi 
bartered. And we collaborate with eat people in determining the 
quantity of grain that is available, the port at which it can be lifted, 
the quantity involved, and the price. 

Senator ArkeNn. Can you tell us a little more about it, particular], 
the Egyptian cotton barter deal that was referred to here the othe: 
day ¢ 

Mr. Watson. Senator, I am not familiar with that contract or that 
barter, and I doubt if anyone in the grain branch is, other than these 
functions that I just outlined. 

Senator Arken. What branch would be familiar with that? You 
know there was a barter deal, the Grain Branch must have been in 
terested in furnishing the grain. 

Mr. Watson. That is right. We determined the feasibility of sup 
plying the class, kind, grade and quantity of wheat in this barter. 

Senator Arken. How much was involved ? 

Mr. Warson. I do not know, Senator, because I did not see the 
contract. 

Senator Arken. You must know, Mr. McArthur. 

Mr. McArtnuer. There were considerable quantities. The deals are 
handled by the Materials and Facilities Branch. 

Senator Aitken. By Mr. Rawlings? 

Mr. McArruer. I believe so. 

Senator Arken. Or Mr. Atzert ? 

Mr. McArrucr. Those two have been active, I know. 

Senator Arken. Would you say that 36,000 metric tons was the 
proper amount that was sold or swapped on the Egyptian deal ¢ 

Mr. McArruvur. My impression is that tonnage is quite a little above 
that. 

Senator Arken. Above that ? 

Mr. McArruour. Yes. 

Senator Aiken. And what price was used in fixing the price of the 
wheat that the Egyptian company received / 

Mr. McArtruur. We set the price of the wheat at the market of the 
day we priced it. 

Senator Arken. What market ? 

Mr. McArruor. If it was to be shipped off of the Gulf we would 
wire our Kansas City and Dallas offices as to what the price of the 
wheat should be. 

The Cuarmman. Was it the current price? 

Senator Arken. Can you tell us what that price was? 

Mr. McArruer. Current market price. 

The Cuatrman. The current market price? 
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Senator Arken. You mean you did not sell it at the International 
Wheat Agreement price / 

Mr. McArruur. Some of it. We think the earlier barter deals 
they took the wheat at. 

Senator ArkeNn. The International Wheat Agreement price ! 

Mr. McArruvr. The International Wheat Agreement price. 

Senator H ckenLoorer. We cannot hear down here. 

Senator ArKEN. That is $1.80 a bushel roughly ¢ 

Mr. McArruor. Yes. 

Senator Arken. And do you know what price we paid for the cotton 
received in exchange for the wheat ¢ 

Mr. McArrnuour. I have no idea whatever. 

Senator ArkeN. You have a pretty good idea, have you not, that 
we paid the full Egyptian price for the cotton and swapped them the 
wheat at the lowest prevailing price in the world at the time? 

Mr. McArtruvur. Well, 1 do not know anything about cotton prices. 

Senator Arken. Well, you know an awful lot about grain and trad- 
ing, though. 

Mr. Watson. We are honest in telling you. 

The CuHairman. What is the price? 

Mr. Watson. We do not know any of that. 

The Cuarrman. Was the price for the wheat you said the current 
price prevailing in this country ? 

Mr. McArruor. Yes. 

Senator A1rkEN. But the International Wheat Agreement price pre- 
vailing was higher. 

Mr. McArruvr. If it went to a country under International Wheat 
Agreement quota it was the International Wheat Agreement price. 

Senator ArkEN. Egypt was such a country. 

Mr. McArruvur. Yes, but she did not get much of the wheat. 

Senator Arken. She got 36,000 metric tons, at least, on one deal, 
did she not ¢ 

Mr. McArruvr. I would not atempt to get into the details, but part 
of the wheat, at least part of it went to other counries. 

The Cuarrman. Through Egypt? 

Senator Aiken. You mean it went to the Egyptian dealers and then 
was distributed to other countries ¢ 

Mr. McArtuur. Yes. The international tradesmen, they bought the 
cotton in Egypt, took the wheat in exchange for the cotton and sold 
the cotton to whatever country they could. 

Senator Ture. You mean they sold the wheat ? 

Mr. McArruer. I beg your pardon, sold the wheat. 

Senator A1kEN. The International Wheat Agreement, incidentally, 
was what, about 70 cents a bushel below the prevailing world market 
price? 

Mr. McArruor. It averaged about that. e 

Senator Ture. That was the question that I was following, and 
that was the question raised by Senator Aiken. 

Senator ArkKeNn. I am not questioning your responsibility in that. 

Senator Truyr. The United States Government subsidized the dif- 
ference in the price of that wheat between the current market price and 
the wheat agreement price, and if there was a 70 cents subsidy in there, 
the Government paid that subsidy—but they paid the full world 
market price for the long-staple cotton. 
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Senator Arken. Yes. 

Senator Ture. I think I am right on that. 

Senator Arken. The cotton came to us from the Alexandria Cotto; 
Trading Co., at least 2214, possibly 24,000 bales at full Egyptian 
price for cotton. 

Senator Ture. For that long-taple cotton. 

Senator Arken. Yes, We exchanged on this deal, I understand, 

36,000 metric tons of wheat and probably more on +s deals for 
which we received 70 cents a bushel less than the prevailing worl 
market price. 

Senator Ture. That was not with a country, that was with the in 
ternational traders. You were not doing business with the country 
of Egypt? 

Senator Arken. No. 

Senator Tuyr. You were doing it with an international trader. 

Senator ArkeNn. Doing business with William Mustarki, who was 
representing the Egyptian company. And, Mr. Chairman, I would 
like to say that we could go a lot further with those Egyptian cotton 
deals than we did go, although I do not think that there is anything 
to be gained by doing that. 

I just wanted to point out here that that was another one where we 
apparently got the short end of the deal, but as I understand it, Mr. 
McArthur, your job was simply to furnish the wheat. 

Mr. McArruvur. We have nothing to do in the negotiating of the 
deals whatsoever. We just priced the wheat. 

Senator Arken. That was Mr. Rawlings and his assistant ? 

Mr. McArruvr. I assume that it was. 

Senator Arken. Of the Materials and Facilities Branch, is that the 
name of it? 

Mr. McArruvr. Yes. 

Senator Arken. That engineered that deal. 

The Cuairman. We seem to be gypped at every turn we make by 
these foreigners, with these foreign countries. Look what France is 
doing to us, charging from $3 to $5 per soldier to land in France. That 
is unconscionable. 

Senator Ture. Anytime that I have been gypped it was because 
I did not have my eyes open. And I fear that those dealing for the 
United States do not always have their eyes open. 

The Cuatrman. What will you do in the case of France? You have 
a classic example there of where the French are charging us one-fifth 
of what we spend in France to pay for taxes in France. And here 
the disclosure was made recently wherein a charge of $4 to $5 is made 
on each soldier that lands at a port in France. 

Senator Ture. $6 for an officer and $2 for a private. 

Senator HickenLoorer. I am interested in that. I am not unfam- 
iliar with that, begause in the recent hearings that we have had on the 
NATO business I asked that question in as broad langu: age as I could. 
I included every exaction, charge, fee, tax, everything else from the 
Secretary of State, and I said, “Tf any exaction, any fee, any charge, 
any payment of any kind on mi aterials,” and I believe, I added “man- 
power—anything in connection with any aid that we furnish to 
France—is anything being charged ?” 

He again gave me that classic language, “The answer is absolutely 


‘No.’ ” 
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Now, I have been trying to get to the bottom of this thing. I say 

is interesting that this information pops up again. Somebody is 
ininformed in ‘the official f: unily as to what is going on there, because 
I have asked that several times, and there is a great mystery about 
that business. I do not say that this charge is not right. I am not 
raising that issue at all. But there is someone who just does not have 
all of the information in the official family or either is misinformed 
or something. 

The Cuarrman. I guess that Uncle Sam is just too easy throughout 
the Government in all of these donations we are now making. You 
had a bill up here yesterday for six billion nine and a good deal of it 
s to be used to improve them economically, and yet they are better off 
now economically than they were prior to the war. Why we should go 
on and add more to that under our present conditions is something 
that I cannot understand. ~ And it is not only our officials that are to be 
blamed, but I think a lot of our legislators who vote that way, including 
my self 

Senator Hicxenvoorer. I am not so certain about that, Mr. 
Chairman. 

The CuHatrrman. We do it. 

Senator Hicken.oorrer. For this reason. I wondered too often 
whether the legislators get all of the facts from the administrative 

sources, Whether we only get partial facts and specific technical an- 
swers to questions whic ‘h m: iy be technically correct, but which do not 
nclude the facts which a full-blown answer ought to give in the in- 
terest of the public. I am not so certain that I can blame Congress in 
many instances. 

Senator Arken. Let me ask another question, Mr. McArthur. Was 
t possible that Egypt was not very short of wheat last year and did not 
require the entire allocation under the International Wheat Agreement 
for her own use? 

Mr. McArrnor. Senator, Egypt needed, as I remember, around a 
million tons of wheat, and they were not getting their usual amount 
from Australia. 

Senator ArkeN. That is 33,000,000 bushels, about 35,000,000 ¢ 

Mr. McArruovr. Something probably like that. It was with con- 
iderable amazement that I learned of the barter deal on cotton and 
wheat and discovered that the wheat was not going to Egypt. 

Senator Arken. Being peddled out on the world market ‘ 

Mr. McArrnur. Yes. 

Senator Aiken. They were making 70 cents besides how much else 
they would get. 

Mr. McArruvr. As a matter of fact, I raised the question with a 
couple of Egyptian representatives, asked them did they no longer 
want wheat. Oh, yes, we will need the wheat. As a matter of fact, 
they have bought some wheat from us at the full market price because 
we had furnished them as much under the quota as we felt justified in 
furnishing to Egypt, and they could not get the balance from Canada 
or any other source. 

The Cuarrman. Are there any further questions? 

Yesterday a request was made of the Department of Agriculture to 
furnish an estim: ate of the flood damage to Commodity Credit owned 
corn for 1952, and that has been handed to me just now. And I ask 
that it be incorporated in the record at this point. 
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(The table entitled, “Estimate of Flood Damage to CCC Own 
Corn—1952,” is as follows:) 


ExHreir 68 


Estimate of flood damage to CCC-owned corn—1952° 


Estimated dama 


Bin sites flooded 
grain 


County 


Number | Total crain 
of bins in bin 


on 
101, 000 


1, 824, 000 


Minne 


I ow 
51, 400 


184, 400 


North Dakota 


Senator Hicken.oorer. The table is not clear. The first column 
is number of bins / 

Mr. Troyer. At the site that were flooded. 

Senator HickenLoorer. The 966,000, that is bushels? 

Mr. Troyer. Yes; that is right, bushels. 

Senator Hicken.oorer. It is bushels? 

Mr. Troyer. That is right. 

Senator Hicken.Loorer. The number, then, al! the way through ? 

Mr. Troyer. Yes. 

Senator Hicken.oorrer. The notation done on the bottom under the 
item of South Sioux City, S. Dak. 

Mr. Troyer. That is Nebraska, Dakota County, South Sioux City. 

Senator Hicken.Loorrer. That is Dakota County ¢ 





STORAGE AND PROCESSING ACTIVITIES OF CCC 142% 


Mr. Troyer. Yes. 

Senator HickENLooprr. It is 15,000 bushels damaged grain and then 
the notation that grain above waterline removed—not damaged; 
grain below waterline hauled to nearby elevator and run through 
drier, being sold at $1.50 per bushel. Does that apply to other grain 
sold or damaged ? 

Mr. Troyer. Not necessarily. It says up at the top, the first one 
listed there was sold for the bins, in other words, they sold only 
from bins that did burst open, which was the most seriously damaged 
cite, 

Senator Hickenvoorer. Did the purchaser haul that away or did 
we have to deliver it, do you know ? 

Mr. Trover. That was hauled away from the Whiting site. Now 
on the other sites there—-— 

Senator HickenLoorrr. Who hauled it away—was it sold subject 
on the site or what? 

Mr. Troyer. Sold on the site. And they said at the time they opened 
the bids on that they had more people than they knew what to do 
with. I think the entire sale was made to one company there that 
outbid the others on it. 

Senator HickENié orerR. Do you know what price they got for it? 

Mr. Troyer. This is the corn from split bins, sealed offers were 
taken on the corn in the bins which broke open, and 459,818—that is 
the inventory figure—bushels of corn were sold to the Morris Elevator 
Co.. Ine., Morris, lowa, at 47 cents per bushel on the basis of the 
best offer received. 

The Cuatrman. Did the Government carry insurance on those bins 4 

Mr. TROYER. No: no insurance carried. 

The CHarrmMan. That was Government-owned / 

Mr. Troyer. That is right. Government-owned in Government bin 
storage. 

The Cuarrman. Was any of it on a loan basis? 

Mr. Troyer. No. This was entirely Commodity Credit Corpora 
tion stock. 

Senator HickenLoorer. None of the spoiled grain sold from the 
Blenco site ? 

Mr. Troyer. The Blenco site is being taken to two drying facilities 
there, one is at Missouri City and the other at Sioux City. And those 
are from the site taken down there for drying and it is to be disposed 
of afterward. Quite a sizable amount of this has been moved, but 
not sold. 

Senator Tuyrr. Have those bins split open ? 

Mr. Trorrer. Some of them had. 

Senator Tryrr. I mean this last site that you are referring to? 

Mr. Troyer. Some of them have split; yes. I do not have the final 
figures on that. I may be able to find it here. 

Blenco is one that was split. 

Senator HickeNtoorer. It was unavoidably damaged, nothing you 
could do about it, the water came up there, and that corn at the bot- 
tom got soft ? 

Mr. Troyer. It says 72 bins were broken open, and there was a total 
of 87, so it is pretty good percentage that burst at that site. Wher- 
ever the water go up to them, as much as 4 feet, and that is what they 
indicate here, they had pretty serious damage to bins. 
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Mr. Correr. Did the corn swell and break the bins? 

Mr. Troyer. That is right. Before they could get to them a: 
release the pressure in any way, they tore either the sheets in two o; 
else it soiled the bolts out, and things of that nature. 

Senator HickrenwLoorer. The corn on the bottom would get wet anc 
swell and it would blow out at the bottom. 

Mr. Troyer. The side pressure was equal it, it could go up as fa 
as the inside, but you had a certain amount of pressure going out 
at the same time. That is what put the unusual strain on the bins. 

Mr. Watson. In a report on several bin sites it is interesting to not 
that a very large portion of the grain was moved out ahead of tl. 
water. 

Mr. Troyer. That is true in connection with Harrison Count) 
That illustrates that. Modale site was also pretty well emptied. |; 
does not give the amount. 

Senator Tryer. Where the grain was emptied from the bins, 1 
doubt the bins must have gone down with the flood, did they not‘ 

Mr. Troyer. No; I think not. We lost very few bins. Practical], 
all of this damage was due to backwater. It came up and backed i 
So we did not lose very many bins. There was one exception to that, 
I believe, the Percival site at Fremont happened to have some curren! 
in it. 

Senator HickenLoorer. You had two other bin sites that had sonx 
current that I saw, it just got up to it, they were up around Modale. 

Mr. Troyer. That is possible. They do not go into too many details 
too much in a report. 

Senator HickenLoorer. There was a definite current going past 

Mr. Troyer. As I understood the railroad grade broke and ther 
was some current that came in there, but there was a dike around 
It nearly filled up. 

Senator Hickentoorer. This was backwash current coming in this 
way,t he river over here and the current right next to the storage site of 
the railroad. 

The CnarMan. Do you know whether or not there were other bins 
lost that belonged to private concerns ¢ 

Mr. Troyer. We have the report that there were a certain amount 
of damage to elevator storage and also in regard to farm storage bins. 
There is a brief summary of that, if you care to have me read it. 

The Cuarrman. I do not want it read. 

Senator Hickenvoorer. If you have any total, I would like to have 
that. 

The Cuarmman. The reason I asked the question was that some 
body may later blame the Government for building those bins in a 
low spot, you know. But you say that there were others lost in that 
vicinity ? 

Mr. Troyer. That is mght. There are a number listed. 

The Cuamman. Are there any further questions ? 

If not, the committee will stand in recess until tomorrow morning at 
10 o'clock. 

(Whereupon, at 4:40 p. m., the committee recessed, to reconvene at 
10 a.m., Wednesday, May 7, 1952.) 
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Unrrep Srates SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.L. 

The committee met, pursuant to recess, at 10: 10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) pre- 
siding. 

Present: Senators Ellender, Aiken, and Kem. 

Also present: Paul J. Cotter, chief counsel for investigations, and 
Allen Goodman, assistant to chief counsel for investigations. 

The Cuarrman. The committee will be in order. 

Mr. Entermille, you have been sworn already ? 

Mr. ENrerMILue. Yes, sir. 

The CHarrmMan. Have a seat, sir. 


TESTIMONY OF FRED D. ENTERMILLE, DEPUTY DIRECTOR, 


GRAIN BRANCH, PMA, UNITED STATES DEPARTMENT OF AGRI- 
CULTURE—Resumed 


Mr. Correr. Will you state your full name for the record ? 
Mr. Enrermitie. Fred D. Entermille. 


Mr. Correr. Mr. Entermille, as you know, you were interrogated in 
executive session here about a week ago relative to the part you played 
with respect to the 1948 price support program on rice. 


In the interest of time, I believe I can summarize certain uncon- 
troverted facts which have already been established, and I will go 
through the summarization and you can confirm or take exception 
where you desire. 

One, there was a price-support program for the 1948 rice crop 

hich permitted loans to producers under the parity formula and pur- 
hase agreements. 

You, as an official of the PMA, took certain parts with respect to 

e formulation and administration of this bulletin; is that correct ? 

Mr. EnrerMitie. Yes, sir. 

Mr. Correr. This rice bulletin which was dated August 31, 1948, 

is somewhat different from similar bulletins covering price support 

other commodities, such as beans, grains, et cetera, in that it per- 
mitted rice producers and co-ops certain latitude in dealing with non 
member rice; is that correct ¢ 

Mr. ENrerMitie. Yes, sir. 
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Mr. Correr. The California Rice Growers Association was tly 
dominant cooperative in the country in this commodity, the productio, 
of which was confined to California and certain Southern States / 

Mr. Enrermitie. Well, the Arkansas co-op was approximately t 
same size, 

Mr. Corrrer. It does have the same size ? 

Mr. Enrermitite. Approximately the same size, a very large co-op. 

Mr. Correr. Is not the California co-op much larger, muc! 
stronger ¢ 

Mr. Envrermitie. Not much larger. They are both large co-ops. 

Mr. Correr. Which would you say is the largest ¢ 

Mr. Enrerminie. In 1948 it may have been that California was 
some larger. 

Mr. Correr. You were on quite friendly terms with certain officials 
of this California Rice Growers Association, including in particula: 
Mr. Harry Creech, attorney for the association, George Brewer, mai 
ager of the association, and Glen Harris, director of the association, 
who at that time also held an advisory position with the Commodity 
Credit Corporation or, perhaps, was even a Commodity Credit Cor 
poration Director; is that correct? 

Mr. Enrermitie. That isright. Atthe same time, I was on friendly 
terms with Clyde Carter, manager of the co-op in Arkansas, plus a 
lot of other mills. 

Mr. Correr. I do not think they come into this. 

Mr. Enrermitie. Not into this one, but it was a perfectly natural 
thing that 1 would know most of these millers and operators. 

The Cnairnman. You would know them by dealing with them ? 

Mr. Envrermitie. Yes; and discussing and meeting with them. 

Mr. Correr. Who isthat other gentleman / 

Mr. Enrermitie. Clyde Carter, manager of the Arkansas co-op. 

Mr. Correr. Were any of these other gentlemen in your office half 
as many times or one-fourth as many times as Harry Creech, for in- 
stance, of this California association ¢ 

Mr. Enrermitie. No; I believe not, but-they have been in my office 
a good many times. The southern mills have a representative located 
In Washington. 

Mr. Correr. Was he in your office as many times as Harry Creech / 

Mr. Enrermitie. I do not believe as many times, but quite often. 
He was in a position where he could call up and talk on the telephone 
on occasion. 

Mr. Correr. That in June of 1948 you reviewed a draft of the then 
proposed 1948 rice bulletin with this California group and trans- 
mitted a copy of this draft back to your associates in the Washington 
office by PMA by letter dated June 30, 1948, with your comments. 

Mr. Enrermitie. Yes, sir 

Mr. Correr. And, Mr. Chairman, may we enter those letters in the 
record, in evidence ¢ 

The Cnatrman. Were they not entered in the executive session ? 

Mr. Correr. I think that the letters in response that were sent to 
Mr. Entermille at his home in Baker, Oreg., were put in, but I do not 
think the ine ‘oming letter was put in at that time. 

The Cnamman. Any document that was not put in the record dur- 
ing the executive session will be put in now. We do not want to 


} t 


duplicate it. 
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( Letter referred to placed in record as Exhibit No. 39.) 

Senator ArkEN. However, this is an open session, and when we 
reach some decision we might want to justify it, and we would want 
to be sure not to leave out anything that is pertinent, even though it 
did ap pear in the executive session. 

The Cuarrman. What I was going to suggest is that the record 
that was taken in the executive session, you may have printed in con- 
nection with the testimony today, whatever you think is pertinent. 

Mr. Correr. Very vood. 

Senator Arken. That is all right. 

The Cnarrman. We will have it before us and it will prevent du- 
plication. 

Senator Arken. I did not want to leave any gaps in it if we arrived 
at some conclusion, so that we would be able to justify it. 

Phe Cuarmman. That will be an easy matter to do, will it not ? 

Mr. Correr. Yes. 

Under the 1948 price-support program on rice, the California Rice 
Growers Association, on January 26, 1949, entered into a purchase 
agreement with Commodity Credit Corporation, whereby the asso- 
ciation, representing a group of producers, could sell Commodity 
Credit Corpor: ation a maximum of 600,000 hundredweight of 1948 
crop rough rice at the support price? 

Mr. Enrerminie. Yes, sir. 

Mr. Correr. That this was not a binding agreement on the asso- 
ciation if they were able to sell their rice, or if they were able to oth- 
erwise advantageously dispose of it in the open market ¢ 

Mr. Enrermitie. Yes, sir. It was not binding. 

Mr. Correr. That on May 26, 1949, 4 days before the final date for 
delivery of rice under the 1948 price-support program the California 
Rice Growers Association manager, Mr. Brewer, notified the county 
committee of their intention to deliver the 600,000 hundredweight of 
rough rice and requested delivery instructions pursuant to the re- 
quirements of the price-support bulletin; that on the same day Mr. 
Brewer so advised you by letter? 

Mr. Entrermitie. Before you get too far, Mr. Attorney, could we 
correct that 30-day period, that 26th of May, 4 days before it? You 
said before the delivery date, but actually that was a period in which 
. anyone who had a purchase agreement taken out not later than Janu- 
ary 51 was required to make an additional declaration. Now, if they 
did not make that declaration, they were wiped out. 

Mr. Correr. It was a delivery intention é 

Mr. Entermitie. That was their intention, to deliver, that is right. 

Mr. Correr. That on the same date, Mr. Brewer in a letter to you 
advised that they were taking this action, “with the understanding 
that they could still sell the rice elsewhere and that Commodity Credit 
Corporation could issue no delivery instructions without their con- 
sent.” Is that correct ? 

Mr. Entrermiiie. That is the gist of the letter. 

The CHarrMan. Was there anything unusual in that, Mr. Enter- 
mille? 

Mr. Enrermitie. Well, there was a little bit unusual in that the 
instructions were firm in that they still had no obligation, but in the 
mind of these people, this being a new program, the first time the op- 
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eration of the purchase agreement feature had been in the progran), 
they wondered in making that declaration of intention whether tha: 
was binding or not, and he wanted double assurance that that was not 
binding. He wanted to be on record that he said that it was not 
binding, and we had not denied it, or something. I do not know what 
it was. 

The Carman. Was that for the purpose of permitting him t 
dispose of some of that rice? 

Mr. Entermute. I thing it was in the normal manner in which a) 
individual farmer would come to the county committee and say, “| 
intend to deliver under my purchase agreement X bags of a com 
modity.” 

He just went a little further and said he wanted it further unde: 
stood that he would not have to deliver if he has some other use fo: 
the rice. 

The Cuatrman. In other words, that would have lessened your ob 
ligation to take the rice, take as much rice as he had, as he intended 
to dispose of; is that correct? 

Mr. Enrermitze. That is right. Under the purchase agreement 
no money is advanced. 

The CHarrman. I understand. 

Mr. Enrermitie. To the extent that the quantity goes down, why. 
the happier we are, naturally. 

The Cuarrman. Did that in any manner differ in principle from 
what you did with the ordinary farmer ¢ 

Mr. Enrermitye. Not a bit; just exactly the same. 

Mr. Correr. I am making no point of that. 

The CuarrmMan. I am not, either. I am just trying to compare it 
with practices with which I am familiar. 

Mr. Correr. That on July 26, 1949, a milling contract was entered 
into on your instructions, whereby the association would deliver and 
be paid for an equivalent amount of milled rice, 427,584 hundred 
weight, for the 600,000 hundredweight of rough rice, that this was a 
departure from the price-support program on rice which required 
the delivery, inspection, weighing, and so forth, of rough rice at the 
take-over time. Is that correct ? 

Mr. Enrermitite. Yes. What we considered a short cut in that 
had we taken the rough rice it would have been necessary to estimate 
the milling outturn, and by arranging this milling, and paying on 
the basis of the actual outturn we got away from this estimation and 
we had a pound of rice in store for every pound we had paid price 
support for. 

Mr. Correr. That this was the only rice taken over by Commodity 
Credit Corporation under the 1948 price-support program. 

Mr. Entermitie. That is true in California, but I have not had a 
chance to check whether there were small lots in the South or not. It 
was the only 

Mr. Corrrr. The only substantial amount that was taken over ? 

Mr. Entermite. Yes, sir; that is right. 

Mr. Correr. That the association was paid for the milled rice at 
the rate of $6.85 per hundredweight, which included a charge of $1.53 
per hundredweight for milling the rough rice into milled rice? 

Mr. Enrermiutie. That was the total price. Of course, that was 
determined by the milling test and the weight of the rice delivered. 
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They figured out, when added together, to the figures you say. We 
have no way of knowing what exactly the oor age rice was 
going to yield, when either inspected or milled, until after the milling 
was over. 

Mr. Correr. That the Commodity Credit Corporation found itself 
with this intentory on its hands, and at a later date was compelled 
to sell it to the Army for $5 per hundredweight. 

Mr. Enrermitie. Yes, sir. The sale was made sometime in 
December. ; 

Mr. Correr. That at a later date the FBI entered into an antitrust 
investigation of the California Rice Growers Association and others, 
discovered that of the total rice that this association had delivered to 
the Commodity Credit Corporation under the price-support purchase 
agreement, approximately 85 percent had been obtained from three 
commercial mills by virtue of options which the association had 
entered into on May 26, 1949. the very same date it had issued its 
notice of intention to deliver producer rice under the price-support 
bulletin; is that correct ? 

Mr. Entermitye. I think those are the facts. 

Mr. Correr. That the Commodity Credit paid $2,701,712.03 for 
this ineligible portion of the rice and suffered a loss in the sale of 
this portion of the rice to the Army of $731,192.03, plus storage and 
other costs ? 

Mr. EntTerMixe. I assume those figures are right. I do not have 
them here before me. I have not checked them. 

Mr. Correr. That as the result of this discovery the Government 
returned a criminal fraud indictment against the California Rice 
Growers Association and initiated civil action to recover the $731,000 
loss; that the Government also returned a criminal antitrust price- 
fixing indictment against the Association and others. 

Mr. Enrermitie. Yes, sir. 

The CuarMan. At what price did you sell this rice that went to the 
Army ¢ 

Mr. Enrermitir. To the Army, at $5. 

The Caatrman. Was that the market price? 

Mr. Entermitie. That was determined to be the market price by 
the Administrator. There is no market price usually on undermilled 
rice. At that time very little had been sold from the United States. 
except some that we had purchased, and this rice was 4 or 5 months 
old and this was all the Army would pay. 

The Caamman. Well, if the Army needed the rice and had had to 
go on the market to buy it, would they have obtained as advantageous 
& price ? 

Mr. Enrermiie. They would have gotten new-crop rice that would 
not have gotten the price as low. They would have had to pay more. 

The CHarrmaNn. More? 

Mr. EnTerMILxe. Yes. 

The Cuarrman. This was really a sale from one agency, then, to 
another ? 

Mr. Enrermi.e. Yes, sir. 

The Cuarrman. Any benefits in price that may have accrued were 
to the Army, if such was the case ¢ 

Mr. Envermuue. Yes. Their contention, when we were talking 
about it, was that wheat was so much and wheat was just as good for 
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their use as rice, but they have since indicated that rice was a very 
important thing in their economy, civilian feeding in Japan. 

The CaHamman. Was any of that rice sold to private individuals 
for resale ? 

Mr. Enter. No, sir. It all went to the Department of tly 
Army. 

The Cuarrman. And they handled it exclusively for their own use, 
so far as you know? 

Mr. Entermitxe. So far as I know. 

Mr. Correr. Mr. Entermille, on that point, what was the formula 
price on that rice at that time? 

Mr. Enrermitie. We did not have a formula price at that time. 

Mr. Correr. Would there not be a formula, just automatically a 
formula price ¢ 

Mr. Enrermitie. Not a formula price. 

Mr. Correr. Would it not be subject to 105 of parity, just like a 
other commodity ¢ 

Mr. Entermitie. No, sir. The 105 percent did not come into being 
until the Agricultural Act of 1949. 

Mr. Correr. I see. 

Mr. Enrermitie. Prior to that time we had the domestic sale price 
of cost or parity, or halfway between, had various ways of —— 

Mr. Correr. You were not limited—you were not inhibited by the 
law as you are at the present ? 

Mr. Enrermitte. I do not believe so. 

The CHairman. Do you know whether or not this rice was used in 
this country or abroad ¢ 

Mr. EnverMitte. It was shipped to Japan. 

The CHarrman. Shipped to Japan ? 

Mr. Envermicye. Yes. 

Senator ArkEN. You were limited as to price by the 1948 act. 

Mr. Enrermityie. I will take back. We were. That was in De- 
cember, and the act had been passed in October, had it not, I believe 

The Cuarrman. But this rice was purchased for use abroad, it was 
not used in this country. The Army used it in Japan? 

Mr. Enrermitier. Some of the other boys can correct me on this, but 
I believe the cost or the market in the case of sales for United States 
appropriated money, whichever is the lower. In this case a determina- 
tion was made by the Administrator that $5 was a fair price, taking 
into consideration the age of the rice, the prospect for selling it, and all 
of those conditions were considered, and also the fact that it was going 
to the Army. 

Senator Aiken. That is, they bought the rice at a little more than 
the price of wheat, and took rice instead of wheat ? 

Mr. Entrermiie. This is approximately the cost of wheat. 

Senator ArKeN. $3 a bushel / 

Mr. Enrermittr. Well, rice was already milled and the wheat had 


20 percent— 

* sche Arxen. Of bran? 

Mr. EnrerMitie. Yes. 

Mr. Correr. Incident to their investigation of these cases which re- 
sulted in criminal indictments, the FBI and your Compliance and In- 
vestigation Department conducted inquiries, and you were interro- 
gated in this connection and gave certain statements; is that correct ? 
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Mr. ENTERMILLE. Yes, sil 

Mr. Correr. You also testified as a court witness at the criminal 
antitrust trial in California this past December ? 

Mr. EnverMILLE. Yes, sir. 

Mr. Correr. Which resulted in an acquittal for the defendants. 
One of the principal issues involved in the Government’s pending 
criminal and civil fraud cases against the Association, and to some 
extent in the criminal antitrust case, was whether the California Rice 
Growers Association delivered this rice at the request of the Govern- 
ment because of the international emergency or whether by collusion 
they unloaded the tag end of their California inventory of ineligible 
ri e on the Government. Is that correct ? 

Mr. I. NTERMILLE. That is one of the contentions, 

Mr. Correr. Well, is that not one of the issues? 

Mr. Enrermitie. That is an issue, certainly. 

Mr. Correr. Now, Mr. Entermille, you have « ‘onsistently maintained 
that you did not know that this Association, by the device of these 
options, had put over or handed to the Government 85 percent of an 

allotment of 600,000 hundredwe ight of rice, which rice was in com- 
mereial mills and would be ineligible rice: is that not correct ? 

Mr. Enrermitie. I knew nothing about where the rice came from 
until after the investigations were completed. I do not know how they 
vot their rice actually, these options, until the trial. 

Mr. Correr. But you have made certain statements to your own 
Compliance and Investigation investigators and given certain testi- 
mony at the antitrust trial, as well as certain testimony in the execu- 
tive hearings, and made certain statements to us orally concerning the 
circumstances with respect to the China situation. At the time when 
you took this rice over and which appear somewhat inconsistent. I 
wish you would tell us now just what the situation was and what the 
negotiations were that you had with these people, leading up to the 
milling contract and the follow-through of the delivery of the rice. 

Mr. Envermiie. To be as brief as possible, China had an allocation 
of rice during the first 6 months, that is, an LEFC allocation. 

Mr. Correr. What is an LEFC allocation ? 

Mr. Enrermitte. International Emergency Food Council. They 
had implemented that to acquire that allocation through ECA pur- 
chases. The Department of Agriculture had made the purchases in 
the open market, supplied the rice. That is prior to this period, purely 
asa prelude to it. 

Mr. Correr. I wish you would go into more detail as to what this 
International Food Committee was and what it purported to do. It 
smy understanding that it was purely a voluntary committee which 
was set up to analyze and designate the countries which had a surplus 
of particular commodities and to indicate some priority as to the 
ountries deficient in those commodities and which might want them. 

Mr. Enrermitte. That is partly true. I would prefer you to dis- 
‘uss that with some of the boys who are more familiar with it. 

Mr. Correr. That is the general idea ? 

Mr. Enrermitwue. It was even more so than that. I believe our 
‘ice was under export allocations at the time, and shipments could 
not be made except to destinations approved under this allocation 
program, 
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Mr. Correr. It was just a voluntary proposition, was it not? This 
committee was just a guide? 

Mr. Enrermitie. I am not familiar with the background or what 
authority they had, but I do know that rice was not licensed out of 
the United States to a destination that had not been approved under 
IEFC. 

Mr. Correr. Well, you do know, do you not, that in order to imple- 
ment any suggestion made by this committee there had to be an ap- 
propriation, and then an allocation by one of the departments which 
were actually furnishing the money or had an interest in the general 
program, and that action was only taken on such allocations and re- 
quisitions of these particular departments—— 

Mr. EnrerMitxe. Oh, yes. 

Mr. Correr (continuing). Such as ECA? 

Mr. Entermite. That is absolutely true. And many times—many 
times conditions arose where an allocation never materialized or where 
it appeared that it was not going to be materializing, some other 
claimant would come in and ask to be recognized; any number of 
flexibilities in the program tended to give the best distribution we 
could to what surplus rice there was. 

Mr. Correr. So that you might say that the function of this 
committee was purely advisory? 

Mr. Enrermiiie. Yes. It is a little more than advisory. 

Mr. Correr. Much more, was it? 

Mr. Entermiite. They did not have the money. They did not 
actually buy and sell rice. But unless they recognized a claimant no 
rice was moved. 

Mr. Correr. Let us get back to what took place, what led you to 
enter into a milling contract with the California Rice Growers As- 
sociation and the circumstances of the times under which you entered 
into such an agreement. 

Mr. Enrermiiie. Well, we had this declaration of intention to 
deliver before mentioned. 

Mr. Correr. Are we talking still now about this advisory declara- 
tion ? 

Mr. Enrermitie. No. If you want to continue that one, on the 
21st of June the committee made their second 6 months’ allocation 
for the year and at that time Mr. Rivenburg, who is here, was secre 
tary of the rice committee and he has the records. On the 21st 

Mr. Correr. Of what month ? 

Mr. EnTerMILLe (continuing). Of June. This committee made 
suggested allocations. 

Mr. Correr. We are still talking about this advisory committee ? 

Mr. Entrermitie. Yes. They made these allccations for the second 
6 months and included in that four-hundred-and-forty-thousand-odd 
bags for China on their request. 

Mr. Correr. In other words, they purported to say that the United 
States had a surplus of 400,000 bags that China possibly could use? 

Mr. Enrermitie. China had put in a claim for much more than 
that. 

Mr. Correr. When did they put their claim in? 

Mr. Enrermitie. You will have to ask Mr. Rivenburg and Joe Long 
about that. 

Mr. Correr. Do you not have any idea? 
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Mr. Entermitze. No; I do not. 

Mr. Correr. You have given some very definite testimony along 
this line and some very definite statements, and we have been over it 
with you a number of times since. 

Mr. ENTEeRMILLE. I do not know when they put that in because I 
have not any record to refresh my memory. I do know the dates be- 
cause I have turned over to you or your men a copy of the approved 
allocation. 

Mr. Correr. There was a 1948 China Relief Act; was there not? 

Mr. Entermitte. I believe that is right. 

Mr. Correr. And, as I recall, it was divided into two parts. One 
grant was for $125 million to China, administered by the State De- 
partment, and $275 million I believe to ECA under the Chinese Act of 
1948. You are generally familiar with that; are you not? 

Mr. EnrvermMitie. No; Iam not. I know that there was something 
along that line. I know both ECA—— 

Mr. Correr. Would you be surprised to learn that the $125 million 
that was allocated to the Chinese had been spent by the Army and the 
Navy and the Air Force and that it had all been spent by April a 
1949 ¢ 

Mr. Enrermityie. I would not have any opinion; would not know 
anything about it. 

Mr. Correr. But you were in touch with these officials of the State 
Department and EC A in connection with this program. Were you not 
concerned about moving this out? You were not just following this 
advisory committee report; were you? You had to deal with the 
people who were actually operating this program: did you not? 

Mr. Entrermiuuie. Yes, sir: of course. But we had nothing definite 
to operate on until it was possible for a requisition plus the money. 

Mr. Correr. Yes. 

Mr. Enrerminyie. We talked back and forth, and we were in meet- 
ngs together, these various agencies, all during the spring and sum- 
mer. I think most everyone will recall that this China situation was 
n the headlines all that year and that, naturally, we talked back and 
forth as to the availability in this case of rice, whether there was more 
rice going to be needed, when it was likely to be needed, or needed 
itall. As the year wore on, that became a question whether there was 
ny place to put the rice. 

Mr. Correr. Whom did you talk to at ECA? 

Mr. Enrermiuie. I do not recall. My records show that. I have 
sketchy records. The boys have what records we have, my assistant 
did keep. And I just do not recall. 

Mr. Correr. You looked at your records yesterday; did you not? 

Mr. Enrerminye. Yes. 

Mr. Corrrer. Do you recall anybody that you talked to in ECA? 

Mr. Enrermitye. There is not anyone that you can definitely say 
hat we talked to about rice. It could well have been incoming calls 
when no record was made. I have not a full-time secretary; that is, 

the sense of a secretary. My assistant—she is the administrative 
issistant—acts and answers the telephone when she is not assigned 
some other work, and usually keeps a record on that. 

Mr. Correr. Does she not keep a log of vour talks, and so forth ? 

Mr. Enrermiuye. Just a log of the talks; not what is said, but a log 
f the people who we call or that call us. 
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Mr. Correr. And by memory or referral to your log you are not 
able to tell us whom you talked to in ECA about this situation during 
all of this critical period ? 

Mr. Envrermitie. There are two names there, one Roger Stewart 
and the other Turner. Now, I do not recall this Turner at all, whether 
even that we were talking about rice with Roger Stewart. 

Mr. Correr. You were also interested in the International Wheat 
Agreement and went to Europe that summer in connection with the 
International Wheat Agreement ; did you not ? 

Mr. Enrerminyie. Yes, sir. 

Mr. Correr. And you well could have been talking to these gen 
tlemen in that regard. Actually, did you not go to Europe with one 
of them in connection with one of these international agreements? 

Mr. EnrerMiuie. One of these names that appears on the log from 
State—Francis Linville. 

Mr. Corrrer. Well, can you recall anybody in the State Department 
that you talked to with respect to rice ¢ 

Mr. EnrermMitie. Not by name. 

Mr. Correr. What was the situation with respect to the export of 
rice to China at the time you entered into these milling contracts? 

Mr. Enrermitte. All of this previous discussion, plus this alloca 
tion to China, plus the fact that we could not find a place to store the 
rough rice except it would have to be moved in a back haul to a mill 
at a later time when it was milled, led us to have the rice milled in a 
form that this China and Japan market had been taking; that is, 
undermilled—“unpolished” really is the term—milled unpolished. 

Mr. Correr. Yes. 

Mr. Envrermitie. That is it. 

Mr. Correr. Did you have discussions with these California asso- 
ciation oflicials with respect to the take-over of this rice ? 

Mr. Envermityie. That discussion 

Mr. Correr. Did you have such a discussion ? 

Mr. Enrermitye. Yes. 

Mr. Correr. With what officials of the association ? 

Mr. Enrermitite. With George Brewer, the manager of the mill. 
That discussion took place—*Well, Mr. Brewer, how long can you 
hold this rice before you demand that we take it ¢” 

Mr. Correr. You were asking ? 

Mr. Enrermitie. It was eligible for delivery on May 1, so far as 
that is concerned, and he could have required us to take it May 1. 

Mr. Correr. However, on May 26 he informed you that he would 
not turn it over without authority ? 

Mr. Enrermitie. That was all surplus information. He did not 
have to turn it over. Now, if we had issued him shipping instruc 
tions, he could say “No” under the terms of the contract anytime and 
we would write it off. 

Mr. Correr. Let us see just what was said to Mr. Brewer or any 
other official with respect to the delivery of that rice and with respect 
tothe need for it in connection with the China situation. 

Mr. Enrermitie. I do not recall ever mentioning to Brewer at any 
time any need for this rice. My discussion with him was entirely on 
how soon we had to do something with this rice in order to get. it out 
of the way; in other words, how long it would take him to mill the rice 
if we worked out a plan to mill it—how long. 
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Mr. Correr. In other words, Mr. Entermille, the PMA had to take 
over this rice if it was eligible rice under its price-support agreement ¢ 

Mr. ENTeRMILLE. Yes, sir: and we—— 

Mr. Correr. Your only desire was to keep the rice in rough form as 
long as you could pending any definite commitments that came along ? 

Mr. EnrerMiuie. That is right. The longer we could leave it in its 
present position the more chance you had to maneuver. You could 
mill it the way you wanted, and the better chance you had that some 
requirement would come along and that they take care of it them- 
selves, plus the third one that we were not paying any storage. We 
begin to pay storage the minute that it came into our possession. 

The CHarrMAN. Was not the storage cost in the meantime added to 
the final price you had to pay? 

Mr. ENTERMILLE. No, sir. 

The CHATRMAN. No? 

Mr. IN rERMILLE. No. The growers carried the rice up to delivery 
time. 

The CHAIRMAN. Was there a fixed price for it ¢ 

Mr. EnrerMityie. For the rice? 

The CuarrRMaAN. Yes. 

Mr. Enrermityir. Yes: the loan rate. 

The CHARMAN. Lrrespective of the time that you took it ¢ 

Mr. ENTeERMILLE. Yes, sir. 

The CHAIRMAN. So, it was to your advantage then to let it remain 
with the concern as long as possible ¢ 

Mr. Envermitie. Yes: there were three advantages. One is that we 
paid no storage on it. Second, that if we did have to take it we could 
order it milled to fit the most likely outlet. And the third one was 
what usually happens in other commodities: the longer it stays out 
there the more apt they are to find a use for it themselves. 

Mr. Correr. There was a fourth one. 

Mr. Enrermitie. And they were responsible for the quality all of 
this time. 

Mr. Correr. There was a fourth one; was there not? Did it not 
keep better as rough rice in the shuck ¢ 

Mr. Enrermitie. Well, in the combination of rough rice and milled 
rice you can keep it twice as long—approximately that—as you can 
if it isin one form or the other. 

Mr. Correr. You are quite positive that vou do not recall ever 
having discussed with Mr. Brewer the Government’s need for this rice 
n connection with the China program / 

Mr. Exnrermitir. Well, to the extent we were talking about how 
long we could wait, it could well have been that I mentioned there 
may be some demands coming along here that we can go out and buy 
our rice on the competitive-bid basis and we would not have to take 
this over. 

 Correr. But you never told him you needed the rice ¢ 

Mr. Exvermitie. No: we had not any place for the rice. 

Correr. At notime did you tell him that ? 

. Enrermintzie. All I could have ever told him would have been 
the prospective outlets that might come along to allow this other. 
We never bought any rice until we had the money up. 

Mr. Correr. What finally precipitated your entering into the mill- 
ing contract ¢ Did time run out on you i 
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Mr. Enrermitte. Time had run out, inasmuch as I was leaving «; 
this wheat agreement. 

Mr. Correr. When did you leave on that ? 

Mr. Enrermixe. I left on the 26th or 27th. 

Mr. Correr. Of July? 

Mr. Enrermiutze. Of July. 

Mr. Correr. 1949? 

Mr. Enrermitte. The 27th, I believe it was, or the 28th. I cannot 
say definitely without looking, but we were anxious in getting the 
thing cleaned up. It was about the eleventh hour then to get this 
rice out of the way for the extremely large crop coming in. 

Mr. Correr. But you never would have considered taking it over 
had you known that this California association, by a device of op 
tions, was assisting its associates in California in cleaning up this 
tag end of ineligible rice that was stored and owned by other com 
mercial mills? 

Mr. Enrermitie. We had no indication of that whatsoever. 

Mr. Correr. And, of course— 

Mr. Enrermityie. This instruction for the milling was in the form 
of a teletype, and it was discussed over the telephone with our Mr. 
Ballou, who was director of the San Francisco office, before it was 
sent ; and we asked him if he understood and if he could operate under 
that kind of program, and he said he could; and it is the very last 
that I heard of the rice program until I returned from Europe. 

Mr. Correr. In the light of the testimony you have given here this 
morning, I wish you would attempt to explain certain testimony that 
you gave at this criminal trial. If you want to follow the testimony 
in the transcript of the trial, I would be glad to show it to you, but 
I can read it to you. 

On page 1406, through to page 1407 of the transcript of the trial 
of the antitrust case. 

Mr. Enrermitte. I hope you will realize, of course, that we were in 
a long, highly tense trial at the time, and some of this testimony may 
be—— 

Mr. Correr. In that regard you did represent the Government ; did 
you not ¢ 

Mr. Enrermitie. Yes, sir. 

Mr. Correr. And one of the principal issues of this trial, which I 
cited to you awhile ago, was a very important issue to your Depart- 
ment. You apparently had been defrauded and you apparently lost 
$731,000 asa result of the fraud ; is that not correct # 

Mr. Enrermitye. That is right. 

Mr. Correr. Let me read you this testimony. In answer to the 
question by the defense attorney (reading) : 

You knew then at this time on July 19 of 1949 that on May 26, when the rice 
growers made the declaration of intention to deliver the 600,000 bags, you had 
a conversation with George Brewer in which he told you he would rather con- 
tinue selling the rice commercially? 

To that you replied: 


Yes; that conversation took place even before the 26th of May. 


Then, among other things, your answer included the statement: 


Now, all during this time from, say, the Ist of May on we were having almost 
daily conversations with the State Department and others as to—that is to say, 
this was touch and go—“How soon can we get this? Is it available?” 
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Here is another portion of your testimony, page 1409 [reading] : 


Question. Do you recall when Mr. Creech was in Washington and you asked 
his assistance in working out the milling in connection with the 600,000 bags 
of paddy? Do you remember you told him you wanted to get this rice in milled 
form to ship to China? 

Answer. I think it was pretty common knowledge that we were going to do it. 

Here is another portion (p. 1410 of the transcript of the antitrust 
trial) in answer to the defense attorney’s question “Did the State De- 
sartment want those two cargoes ?”—referring to what had previously 
en said that you had confirmed to the State Department that there 
were about two cargoes of rice left in the United States as surplus 
over our domestic needs. You answered: 

Yes; they wanted them provided they could get them in ahead of the Com- 

il Sts. 

; usation: What do you mean “get them in ahead of the Communists’’? 

Answer. In China at that time this rice was earmarked, of course. They had 
to furnish something to these Nationalist Chinese. Congress had appropriated 
money for that purpose. The State Department—that was part of their job to 
see that Chiang’s armies were supplied at that time. 

On line 22 you further testified: 

When I left and advised them 
I presume referring to the State Department— 
we were going to have the rice ready on the dock, they were very pleased. 

Who did you advise that you were going to have the rice on the 
dock and who was very pleased, Mr. Entermille? 

Mr. Enrermitie. The folks interested in this China, in the China 
deal. 

Mr. Correr. You mean the State Department people, the ECA 
people ¢ 

Mr. Entermitye. That is right. 

Mr. Correr. Do you not know that this China deal had collapsed 
long before that? 

Mr. Enrermitie. No; it had not collapsed. 

Mr. Correr. Do you not know that the last shipment that had 
gone into China had been in May of 1949? 

Mr. Entermitie. The last ones that left here? 

Mr. Correr. Pardon? 

Mr. Enrermitie. The last ones that left. 

Mr. Correr. The United States? 

Mr. EnrerMitie. That is right. 

Mr. Correr. A great number of ships had been rerouted to Japan. 

Mr. Enrermitie. But they were later—they were later transferred. 

Mr. Correr. In small amounts. Do you know when the last ships 
that were routed to Japan went? 

Mr. Entermize. I have not that date in mind. 

Mr. Correr. You know it was well before July, do you not? 

Mr. Enrermitie. No; it must have been after that. We did not 
learn about it. Mr. Rivenburg got the letters on that. 

Mr. Correr. You were in daily contact, you said, with these ECA 
people and the State Department people, although you cannot recall 
their names. 

Mr. Enrermitie. Well, that is a daily--that may not have been 
every day may not have been myself, As I told the boys the other 
day, we work very close together. Our rice specialist, Mr. Ellis. And 
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when he gets a call and talks to somebody he comes down and tells me 
about it, and 214 and 3 years later it is diflicult for me to recall whether 
I talked to the man or whether he did and he told me about it. Rice 
is only probably less than 5 percent of the activities that I have. It is 
difficult to remember those things without accurate records. 

Mr. Correr. But, Mr. Entermille—— 

Mr. Enrermiiye. It was so vivid and is yet so vivid in my mind 
but how I got it, the information, or how we—— 

Mr. Correr. But, Mr. Entermille—— 

Mr. Envermitie. It became fixed in my mind, I cannot tell you how. 

Mr. Correr. When you were first interviewed by your own C. and [. 
office back in May, May 18, 1951, your recollection at that time ap 
peared to be this, “At no time did I urge Brewer to issue the notifica 
tion because of anticipated ECA outlets for rice in China. 

Now, that coincides with your testimony of this morning; does 
it not? 

Mr. EnrerMitie. Yes, sir. 

Mr. Correr. This was in May of 1951. You testified at the trial in 
December of 1951. Had your recollection been refreshed and changed 
between May of 1951 and December of 1951? 

Mr. Enrermitye. I do not believe so. 

Mr. Corrrer. Well, it appears to be substantially different; does 
it not? 

Mr. Enrermitie. Well, one of my troubles is to differentiate what 
I was thinking at the time with what hindsight comes into the picture 
now. Now at the time that this rice—that we sent the contract out 
on—TI had no way of knowing, and I do not believe anyone else in 
the county committee or the State committee or the commodity office 
in San Francisco knew how much rice we were going to get, if any. 
At that time I was confident in my own mind that there would be a 
requirement for this rice in the China area. It did not develop. It 
was purely a case of missing on my part, bad judgment, probably, but 
now at the trial—— 

Mr. Correr. You kept stating that you talked to the State Depart 
ment officials and the ECA officials. You were in daily communica- 
tion with them; this was an emergency. How do you reconcile that? 

Mr. Enrermitie. But, sir, I tell you that at the trial I was testifying 
on what I felt at that time, and this discussion, not only with them— 

Mr. Correr. Which was different from the way you felt back in 
May 1951? 

Mr. Enrermitie. Back in May of 1951 I was testifying exactly as 
to the program. I did not urge—if you will look at that testimony 
I said I did not urge delivery of that rice. Now, in the trial 

Mr. Correr. Mr. Entermille, 1 think you have just stated that in 
December you felt a certain way. Idonot think that is the issue. 

Mr. Enrermitye. I was testifying. 

Mr. Correr. What were the facts ¢ 

Mr. Envermitie. I was testifying in December my feeling at the 
time we issued these shipping instructions that if the rice were de- 
livered that we hada place for it. 

Mr. Correr. You were testifying to that effect ? 

Mr. Enrermitte. Yes, but in May I was testifying, saying that I 
urged no one to deliver this rice, and that is true. They are two dif 


ferent situations. 
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Mr. Correr. They are / 

Mr. Enrermitye. I think so. 

Mr. Correr. Let me read this next question by the defense counsel 
at page 1412 of the transcript: 


Hadn’t you told Mr. Brewer you needed this rice in connection with this fight 
against communism and you would appreciate it, appreciate getting something 
done in a hurry? 

Answer. Oh, we wanted rice 

Question. You told Mr. Brewer, didn’t you? 

Answer. Yes. 

How do you reconcile that with the facts, Mr. Entermille ¢ 

Mr. Enrermitie. Well, that isn’t—that is one of those things that 
| mentioned a while ago. We were in a pretty noisy trial. 

Senator Kem. Would you speak louder ? 

Mr. Enrermitie. We were in a situation there it was a pretty noisy 
trial with objections back and forth, and I was saying again—— 

Mr. Correr. These were also your friends, were they not? 

Mr. EnrermMitie. Sure. The Government folks were my friends, 
too. 

Mr. Correr. Did you lose sight of the issues here ? 

The CHarrman. Was thisacriminal trial, Mr. Entermille ? 

Mr. Enrermitte. I do not know what they called the trial. 

Mr. Correr. You know it wasa criminal trial. 

Mr. Envrermityie. Antitrust trial. 

The CHarrMan. An antitrust trial, was it—was there any infor- 
mation against anybody, I mean, a bill of information ? 

Mr. Enrermitie. They were under indictment for an antitrust. 

Mr. Correr. Price fixing ¢ 

Mr. EnrerMiLie. Yes. 

The CuarrmMan. You were not there to do anything but tell the 
truth as you saw it, were you / 

Mr. Entermityie. That is right. 

The Cuarrman. Were you there to represent the Government or 
to tell the truth ¢ 

Mr. Enrermitie. I was there to tell the truth as I saw it. -I was 
under oath to tell the truth. 

The Cuarrman. The same as you are now ¢ 

Mr. Corrrer. You were asked to tell the facts, were you not ? 

Mr. Enrermitye. That isthe answer to the question. 

Mr. Correr. Well, yes, and they were supposed to be the facts and 
the truth ¢ 

Mr. Entrermiuie. As near as I could recall. 

Mr. Correr. You were under oath there? 

Mr. EnverMiiie. Yes. 

Mr. Correr. You are under oath here? 

Mr. Enrermitte. Yes, sir. 

Mr. Correr. And you testified this morning that you never asked 
Brewer to deliver the rice; isthat not correct ¢ 

Mr. ENTERMILLE. Yes, sir. 

Mr. Correr. I have just read you a question from the transcript of 
this trial where you said you did ask him in this emergency in July 
of 1949: is that not nght ¢ 

Mr. Entermiie. That is what that transcript says. 

Mr. Correr. They are wnalterably opposed versions, are they not? 
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Mr. Enrermitue. (No response.) 

Mr. Correr. Let me read from page 972 of the executive hearings 
that were held here a week or so ago. 

Question. Does it not look as if you were making a patriotic gesture out of 
this fraud that these rice growers apparently operated on the Government? 

Mr. ENTERMILLE. Back at that time, during that summer with the State De- 
partment boys and others calling us every day, we certainly were trying to 
cooperate with them in every way to get rid of this rice, to get rid of the sur- 
plus rice and to do our part along this line. 

You still have not been able to tell us who you talked to in the 
State Department or ECA with respect to this situation, although 
you say you were talking to them every day. 

Mr. Enrermiuie. I have these two names. 

Mr. Correr. Well? 

Mr. Enrermiue. If Mr. Ellis was here I know he could help a 
great deal on this particular point, because he was 

The Cuarmman. Mr. Ellis was your subordinate, was he not # 

Mr. Enrermitye. Yes, sir. 

The Cuarrman. He happens to be in Java now? 

Mr. Enrtermiiie. Yes, sir. 

Mr. Correr. You said you talked to Mr. Linville? 

Mr. Enrermiie. Yes. 

Mr. Correr. Your notebooks show that you talked to Mr. Linville! 

Mr. EnrerMitye. Yes, but we were working both on wheat and rice 
and it may have been I talked to him on rice. 

Mr. Correr. I think we have spoken to Mr. Linville and he has 
indicated that he never spoke to you on rice. 

Mr. Enrermitie. He may not have had anything to do with rice 
at that time, but he does work with—he did at that time work with 
[EFC. 

Mr. Correr. I think we ought to develop what the situation was in 
respect to this China situation and in that connection I would like 
to call Mr. Fitzgerald of ECA. 

The Carman. Very well. 

The Cuarrman. Will you raise your right hand? Do you solemnly 
swear to tell the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Frrzeeratp. Yes. 


TESTIMONY OF D. A. FITZGERALD, ACTING ASSOCIATE DEPUTY 
DIRECTOR, MUTUAL SECURITY AGENCY 


Mr. Correr. Will you give your full name for the record # 

Mr. Frrzceraup. May I have your name, sir? 

Mr. Correr. Paul Cotter. 

Mr. Frrzceratp. My name is D.: A. Fitzgerald. 

Mr. Correr. What is your position with ‘the ECA? 

Mr. Frrzceratp. Presently I am Acting Associate Deputy Director, 
Mutual Security Agency. 

Mr. Correr. What was your position back in 1949 in the spring and 
summer ? 

Mr. Frrzceravp. I was Director of the Food and Agriculture 
Division of ECA. 

Mr. Correr. Can you advise us when Shanghai fell in the year of 
1949? 
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Mr. Frrzceraup. I believe it was May 25, was it not ? 

May Mr. Syran come up here? 

Mr. Correr. Let me ask you a few questions. 

The Cuarrman. Raise your right hand. Do you solemnly swear 
to tell the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 

Mr. Syran. I do. 


TESTIMONY OF ARTHUR G. SYRAN, CHIEF, TRANSPORTATION 
DIVISION, ECA 


Mr. Correr. Give your name for the record. 

Mr. Syran. Arthur G. Syran. 

Mr. Correr. Was that a significant milestone in the relations with 
China ¢ 

Mr. Firzcrratp. Yes; I should think that the answer to that is, 
ves, although, as you know, shortly after the fall of Shanghai there 
vas a Slowing-down in the rate which the Communists were taking 
over south China. They got a few score of miles south of Shanghai, 
ind then they—the advance seemed to have stopped for several months, 
weeks at least, possibly months. 

Mr. Correr. How many ports were open to you then? 

Mr. Frrzceratp. I know of two. There may have been more, Can- 
ton and Swatow were still open for some time after the fall of 
Shanghai, and Canton did not fall until—— 

Mr. Syran. The 25th of August. 

Mr. Frrzeeravp. The 25th of August. 

Mr. Syran. Wait a minute. The staff moved out on the 25th of 
August. Actually, Canton fell on the 12th of October. 

Mr. Correr. After the fall of Shanghai did it become increasingly 
difficult to ship to China? In view of the situation and the potential 
situation ¢ 

Mr. Frrzcerautp. Yes; it did. In fact, even slightly prior to the 
fall of Shanghai we became concerned about shipme ae to the con- 
tinent of China, and starting at dates which Mr. Syran can give you, 
if you are interested in them, we diverted shipments to Japan and then 
lightered them out of Japan to ports that were still open to us. 

Mr. Correr. Could you give us the internal procedure in ECA with 
respect to the functioning of rice and food into China and under what 
authority you were operating in funds and so forth ¢ 

Mr. Frrzgeratp. Well, the internal procedure, Mr. Cotter, is that 
upon request of the China Division of the ECA, Food and Agriculture 
Division would—— 

Mr. Correr. That is, of ECA ¢ 

Mr. Frrzceraup. Of ECA, yes, the Food and Agriculture Division 
would initiate procurement authorization. 

The procurement authorization contained the information against 
which procurement was later undertaken. It indicated the commodity, 
the source, the desired date of shipment, the probable cost, and any 
other conditions which were required in connection with any particular 
procurement. 

Those procurement authorizations were initiated by the Food and 
\griculture Division and then processed through the agency being 
issued and published roughly 4 to 5 days after they were initiated in 
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the Food and Agriculture Division. It took about that long for th 
authorization to be processed. When procurement is to be undertak, 
by another Government agency there is issued either simultaneous V 
or at some later date a purchase requisition. The purchase requisiti 
contains on it the same information as is in the procurement author 
ization, plus such additional detail as is appropriate to the circum 
stances, 

The purchase requisition then goes to the other Government agency 
which is to do the actual procurement. , 

Mr. Correr. In the case of rice that would be Agriculture ? 

Mr. Frrzceravp. In the case of rice that was always the Department 

Agriculture. 

Mr. Correr. They would act on the requisition 

Mr. Frrzceratp. They would act on the requisition and would 1 
take any formal action until the requisition was in their hands, 
though as has been previously testified, our employees and those of the 
Department of Agric ‘ulture were in constant communication about 
various and sundry matters which always affect procurement, 

I do not know whether you want me to touch on this surplus con 
modity provision or not now, Mr. Cotter. 

Mr. Correr. You could. 

Mr. Frrzcrratp. One of the provisions as I know Senator Ellender 
knows in the original ECA Act was the requirement that agricultural! 
commodities should be purchased in the United States so long as the 
Secretary of Agriculture determined that there was a surplus of such 
commodity in the United States. That was developed in cooperation 
with the Department of Agriculture to execute and implement the pro 
visions of the legislation in this respect. Whenever we had a request 
to procure an agricultural commodity off shore, that is, from a source 
other than the United States, we would send a communication to the 
Department of Agriculture saying, we have this request for the pro 
curement of rice, if you wish, off shore. Will you please advise us 
whether rice is surplus in this country or not?) Whenever the Depart 
ment of Agric ‘ulture advised us that it was surplus we notified the 
country or agency who had requested such authorization. And in the 
typical case . the authorization was then shifted to the United States 
as a source, 

Mr. Correr. Were you governed to some extent in your operations 
by this International Food Committee designation of the surplus and 
needs ¢ 

Mr. Frrzgeraup. Yes, to this extent, that we would not ask the 
Department of Agriculture to procure in the United States or procure 
from some offshore source a quantity of rice for any country, including 
China, which was in excess of the then outstanding recommendations 
of the International Emergency Food Committee. 

Mr. Correr. Is it a fair statement to characterize this committee as 
principally advisory ¢ 

Mr. Frrzgeratp. I would go a little farther than that, Mr. Cotter, 
and say that it was a recommending committee. It had, of course, no 
independent authority to impose any of its recommendations on any 
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of its member countries, but it did recommend periodically the distri 
bution of rice, wheat and 10 or 15 other commodities amongst— 

Mr. Correr. Were you associated with this committee at that time? 

Mr. Frrzceratp. | was secretary general of the committee from 
about. mid-1946 until the end of March 1948. 

Mr. Correr. You were not in 1949? 

Mr. Frrzcerautp. No, sir. 

Mr. Correr. What actually happened with respect to the purchase 
allocations, the purchase requirement program of ECA in 19494 

Mr. Frrzcerarp. In 1949 there were three procurement authoriza- 
tions issued for purchase of rice inthe United States. One was issued, 
initiated on January tf, 1949. 

Mr. Correr. For how much? 

Mr. Frrzeeravp. ‘That was initiated for 9.000 tons. 

Mr. Correr. That would be 180,000 hundredweight, is that right / 

Mr. Firzeeraup. These, I believe, are metric. 

Mr. Syran. Metric tons. 

Mr. FrrzeGerautp. These are metric tons. 

Senator Arken. That was January 4¢ 

Mr. Frrzcerautp. Yes, sir. So that that would be—— 

Mr. Sykan. 2,240 about—take the long ton. 

Mr. Correr. Somewhere upward of 200,000 hundredweight ? 

Mr. Frrzerratp. That is correct. 

Mr. Correr. How much of that was ever actually requisitioned or 
delivered ¢ 

Mr. Frrzceravp. ‘The final delivered quantity on that was 7,186 
metric tons. 

Mr. Correr. What was the date of the last delivery ? 

Mr. Frrzceravp. | would have to get the actual physical delivery 
date. The record indicates that the final adjust ment of the authoriza 
tion wason 5/26. That would be May 26. 

Mr. Syran. No, no, the first adjustment was made in 26th of April. 

Mr. Correr. You mean there was a series of adjustments and the 
final adjustment being made the 26th day of May ?¢ 

Mr. Syran. 1950, and the reason for that is that the adjustments he 
tween the bill of lading weights, the actual loading weights, the weight 
on the other side, the discharge w eight. Also, on the matter of freight 
there was the rice, the net weight, and the OToOss weight. So there are 
minor variations in the outturn weights. 

Mr. Correr. Was this 7,186 metric tons purchased by Agriculture? 

Mr. Frrzceratp. That was purchased by Agriculture. And while 
we could check the records, I would assume that it was all delivered 
before June 30, 1949. 

Mr. Correr. Probably before we get through you can produce what 
the actual shipments were during this period ; is that correct ? 

Mr. Syran. Yes, that is right. 

Mr. Frrzgeratp. Wecandothat. Will you make a note? 

Mr. Syran. I have the shipments. 

Mr. Frrzeeravp. Have you got the shipments against this? 

Mr. Correr. We do not necessarily have to have that. We want 
the over-all shipments. 
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(The information referred to is as follows :) 


Exuisit 69 


MUTUAL SECURITY AGENCY, 
Washington 25, D. C., June 19, 1952. 
Hon. ALLEN J. ELLENDER, Sr., 
United States Senate, Washington, D. C. 

Dear SENATOR ELLENDER: 1. The last direct shipments of rice from the United 
States to China arrived at Canton and Swatow May 25, 1949. 

2. Rice was shipped from the United States to China in 1949 under the follow- 
ing two ECA procurement authorizations : 

(a) Number 84-030—00-491, initiated January 4, 1949, to provide 9,000 metric 
tons. This quantity was shipped, but part of it was safe-harvested in Japan, and 
of that part, 1,814 metric tons were sold to SCAP for the Japanese. Thus, the 
adjusted quantity of rice actually delivered to China under this procurement 
authorization was 7,186 metric tons. 

(b) Number 84-030-00—492, initiated March 8, 1949, originally provided for 
delivery of 26,000 metric tons but was reduced by 5,000 metric tons because of a 
reduction in the United States allocation of rice to China. Twenty-one thousand 
metric tons were shipped, but part of this quantity was safe-havened in Japan 
and subsequently forwarded in small lots to Hong Kong to support the ration 
program at Canton. Canton fell to the Communists October 12, 1949. At that 
time the last parcel of safe-havened rice was in transit from Japan to Hong Kong 
and was sold to Hong Kong. The quantity of rice actually delivered to China 
under this procurement authorization, as finally adjusted on the basis of out- 
turn reports, was 19,659 metric tons. 

3. A third procurement authorization, number 84—030—00-3001, for 9,000 metric 
tons was initiated July 15, 1949, and canceled July 24, 1949. No procurement 
was ever effected under this authorization. 

4. Shipments under the procurement authorizations described in paragraph 
2 went forward as follows: 

(a) Delivered directly to China from United States : 


| } 
| Bill of 
| Loading port Delivery port Arrival date lading 


(long tons 


Lake Charles. | Shanghai May 7, 1949 | 
New Orleans | Canton | May 25, 1949 | 

Lake Charles do | do | 
| San Francisco Swatow | do 


—— | ——__— SL ——— — —_ 


La Fayette 
Wyoming 
Lipscom) Lykes 
imerica Transport 


Total bill of lading ton- 
nage delivered directly | 
to China 


(b) Diverted to Japan for safe haven, and subsequently forwarded in small 
lots to Hong Kong to support the ration program in Canton, with the exception of 
those quantities sold to Japan (par. 2a) and to Hong Kong (par. 2b) : 


Bill of 
lading 


Arrived in Japan 
(long tons 


Loading port 





Roseville 
Thomas Paine 
Elko Victory 
Philippine Pear 
Virginia Lykes 
Citrus Packer 


President Madison 


Skauvann 
Joplin Victory 


Total bill of lading tonnage safe- 
havened in Japan. 


Lake Charles 
New Orleans 


| San Francisco 


Stockton 
Lake Charles 


| San Francisco 
d 


) 
do 


Stockton 


May 30, 1949 

May 2, 1949 

Tune 2, 1949 

May 25, 1949. 

May 30, 1949 

June-July 1949 
oO 


do 


1, 349 
1, 169 
, 818 
2, 249 
, 610 
, 204 
2, 248 
, 049 
2, O78 


, 774 
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5. Thus, the total rice shipments ex United States to China in 1949, on the basis 
of gross bill of lading weights, were: gene tone 
(a) Shipped directly to China (par. 4a) 

(b) Safe-havened in Japan (par. 4b)_~- 


, ae biped secckbcaiainaneadaaeiiiiiieseatididitamenis 
6. This total is equivalent to 31,513 gross metric tons, and is to be compared to 
the quantities recorded as actually shipped under the two procurement authori- 
zations previously described : Metete tone 


(a) PA 84080-00491 (par. 2a)--__- tai an [aoe 
(db) PA 840380-00-492 (par. 2b)—-__---_--- . é Me __. 21,000 


Total — ; . — eo _.-.. 30, 000 
The difference in totals shown in paragraphs 5 and 6 is accounted for by tare 
weight and absorption of moisture by rice in transit. 
Sincerely yours, 
D. A. FITZGERALD, 
Associate Deputy Director for Mutual Security. 
Mr. Correr. What was your next requisition or authorization ? 
Mr. Firzeeravp. The next authorization was initiated on March 8, 
1949, for 26,000 metric tons. 
Mr. Correr. How much of that was eventually delivered ¢ 
Mr. Frrzceravp. 19,659. 
Mr. Correr. Tons? 
Mr. Frrzgeratp. Tons—metric tons. 
Mr. Correr. And you will also have the over-all shipments with 
respect to that, which will perhaps include the other. 
Was there any other authorizations that were issued ? 
Mr. Firzceratp. There was a third authorization issued on July 15, 
1949, for 9,000 metric tons. 
Mr. Correr. That again would be upward of 200,000 hundred- 
weight ? 
Mr. Frrzgeratp. That is correct. 
Mr. Correr. When was that canceled? 
Mr. Frrzceravp. That was canceled on July 22, 1949—cancellation 
was initiated on July 22. 
Mr. Correr. There was never any requisition, I guess, issued under 
that authorization ¢ 
Mr. Firzgeratp. Yes: a requisition was issued. A requisition was 
initiated on July 15, the same day that the PA was initiated, and it was 
canceled—the cancellation was initiated on July 21 and concluded 
on July 25. 
Mr. Correr. Can you give us a list of the ships, the dates of the 
shipments, destinations, and so forth? 
Mr. Frrzcrratp. May I ask Mr. Syran to answer that? 
Mr. Syran. Yes, we can. 
Under the first PA, which was the one issued on the 4th of January, 
1949, there were—— 
Mr. Correr. You dc not necessarily have to relate these. 
Mr. Syran. To the actual PA? 
Mr. Correr. Yes. 
Mr. Syran. Then I will give them to you as they actually arrived. 
The first one is the Steamship Lafayette. 
Mr. Correr. How many do you have there ? 
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Mr. Syran. I have got four that actually went into China, and thy 
rest were diverted. 

Mr. Correr. You might give us the four by name and the dates that 
they left the United States. 

Mr. Syran. I cannot give you the exact date of leaving the United 
States, but I can give you the exact date of arrival, and where they 
arrived. 

Mr. Correr. In China? 

Mr. Syran. In China. 

Mr. Correr. O. K. Do you have that 

Mr. Syran. The Lafayette left from Lake Charles, arrived in 
Shanghai on the 7th of May, and she carried 2,391 tons. 

The steamship Wyoming, from New Orleans, arrived in Canton o1 
the 25th of May with approximately 4.900 tons. 

The Lipscomb Lykes left Lake Charles and arrived in Canton on 
the 25th of May with approximately 3,700 long tons. 

And then the steamship American Transport left San Francisco and 
arrived on the 25th of May at Swatow with 2,246 tons. 

That is roughly 13,200 tons that arrived within those four vessels. 

In those four vessels there were some parcels from the first procure 
ment and from the second procurement authorization. 

Mr. Correr. How many ships during this period, or immediately 
subsequent to it, were diverted to Japan ¢ 

Mr. Syran. Nine. I will give you the names where they left, if you 
want that. whe first one is—— 

Mr. Corrrer. You do not have to give us the names, but you might 
read the dates of arrival in Japan and the destination in Japan. 

Mr. Syran. Well, they arrived between the 25th of May, running 
right through June. 

Mr. Correr. What is the last date in June? 

Mr. Syran. Well, I cannot give you the exact date and the last date 
in June, because they made several ports of call, and I haven't got the 
exact date, but they must have been within the first 10 days of June. 

Mr. Correr. Do you know whether all of this material that was 
diverted to Japan reached China é 

Mr. Syran. I haven't any idea. I know that they went to Kobe and 
Yokohama, and there were about 17.700 tons in these parcels that went 
into Japan. 

As to the actual movement of this rice from Japan into the mainland 
I have not got the exact information and do not know because it was 
handled locally in small parcels, depending on the opportunity to get 
the rice in. 

The Cuatrman. Do you know whether or not it finally reached 
China? 

Mr. Syran. I am almost sure that all of it did not reach China. 

The CuHarrman. Where did it go to? 

Mr. Syran. It remained in Japan and remained in Japan in safe 
haven, and some parcels were even sold to the military authorities 
for distribution within Japan. 

The Cuairman. Who had control of it after it reached Japan? 

Mr. Syran. It was under the control of our mission, and our mission 
had moved to Formosa, and they were issuing the instructions from 
Formosa. 
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The CuarrmMan. Do you know whether or not this rice and other 
goods mentioned were used according to your own stipulation ? 

Mr. FrrzceraLp. May I answer that? 

The CHamMan. Yes. 

Mr. Frrzceratp. Our policy during the period of the Communist 
take-over of China was to maintain the rice ration in the cities not 
under Communist domination as long as we could. We kept in each 
of the cities not uader Communist domination such quantities of rice 
as were needed to be released during the week or 2-week-ration period. 
The rest of the rice we kept in Japan. And as rice was needed to 
meet the ration distribution in the cities it was called forward from 
safe haven in Japan to Canton, Swatow, and any other cities that 
were not under Communist domination. 

The CuHarrMan. But all of that rice remained under your control 
until final distribution ? 

Mr. Frrzceraup. That is correct, sir. 

Mr. Correr. Was Edward E. Kunze Director of ECA’s program 
methods control staff in 1949? 

Mr. Firzceravp. Yes, he was. 

Mr. Correr. Can you identify this letter which appears to be dated 
June 1, 1949, addressed to Joseph B. Long, Chief of the Foreign 
Supply Branch of the United States Department of Agriculture. 
from Mr. Kunze, and lists these ships that were sent during 1949, and 
the ones that were diverted, the dates of arrival in Japan and China, 
and so forth ? 

Mr. Syran. The three mentioned here as Hong Kong are presum- 
ably the three that went to Canton. but the difference is 90 miles up 
the river, that is, the designation of the actual place. 

Mr. Frrzerravtp. This checks with the information that—— 

Mr. Correr. Can that be introduced in the record, Mr. Chairman ? 

The Cuarmman. That will be introduced without objection. 

(The letter dated June 1, 1949 is as follows: ) 


Exuirnir No. 70 


ECONOMIC COOPERATION ADMINISTRATION, 
Washington, D. C., June 1, 1949. 
Mr. Josern B. Lone, 
Chief, Foreign Supply Branch, PS and FSB/FSD, PMA, USDA, 
Washington, D. C. 

Dear Mr. Lone: Owing to the impossibility of discharging cargoes at Shanghai 
n recent weeks the ECA China mission diverted 12 vessels carrying United 
States rice as follows: 
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The final port of discharge in Japan has not been confirmed in all cases owing 
to uncertainties regarding warehousing facilities. The information above re 
garding Japanese ports, however, is based on cables which specified the intention 
of the United States Army authorities in Japan. 

It is recognized that since the rice cargoes were diverted at ECA’s request 
extra expenses and deviation costs incurred are for ECA account. As I unde: 
stand it, the practice followed by your office in the past regarding diversion has 
been to request the operator to make settlement on an equitable basis rathe: 
than on the basis of the $3 per ton tariff diversion charge. Please regard this 
letter as your authority to pay diversion claims provided that such claims 
properly represent the actual costs incurred by the vessel. 

Sincerely yours, 
(Signed) Epwarp EB. KuNzE, 
Director, Program Methods Control Staff 

Mr. Correr. Did you have an ECA mission chief in China? 

Mr. Syran. You had better ask Dr. Fitzgerald those questions. 

Mr. Frrzceratp. Mr. Roger Lapham. 

Mr. Correr. Was he pulled out of there at a certain time? 

Mr. Frrzcerarp. He left. : 

Mr. Syran. He was actually back here at the end of June, resigned 
around the 25th of June. 

Mr. Frrzceratp. We can get it. 

Mr. Correr. It was roughly in June when he came back ? 

Mr. Syran. Yes. 

Mr. Correr. And left China? 

Mr. Syran. He was back in the United States and resigned about 
the 25th of June, 1949. 

Mr. Correr. Was that because of the hopeless Nationalist situation 
on the continent ? 

Mr. Frrzceravp. Yes; I would say substantially so. 

Mr. Correr. After these shipments, that we have put in the record, 
and after the fall of Shanghai, and after June, were any further 
large shipments to China contemplated ? 

Mr. Frrzceratp. The only shipment that was considered briefly was 
the one that I have already mentioned, the one that was about 9,000 
tons, in July. 

Mr. Correr. Neither of you gentlemen ever recall discussing this 
situation with Mr. Entermille of the Department of Agriculture? 

Mr. Syran. Never even heard of him. 

Mr. Frrzcrratp. I do not remember talking specifically with Mr 
Entermille about any of these shipments, although I am quite sure that 
there were conversations, frequent ones, between his office and members 
of my staff. 

Mr. Correr. As to what actually the situation was? 

Mr. Frrzceraup. Yes. 

Mr. Correr. I think that is all. 

The CHarrman. Mr. Fitzgerald, can you tell us what part this 
advisory group had in requesting rice or other commodities for various 
countries, such as China and countries in Western Europe and Asia? 

Mr. Frrzceratp. The International Food Council, Mr. Chairman, 
_recommended usually for 6-month periods, sometimes on a quarterly 
basis, the distribution of food agricultural commodities in short sup 
ply from countries having exportable surpluses to countries having 
import requirements. 
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Each country having import requirements submit, usually two 
months before the semester in question, its reported import require- 
ments. 

Each supplying country furnished the committee in question with 
an estimate of its exportable surpluses. The requirements or demands 
usually exceeded the available quantities of such commodities for ship 
ment-— 

The CuarrMan. The requirements reported, or the demands usually 
exceeded the quantities available from which to supply these require- 
ments ¢ 

Mr. Firzerratp. It was the committee’s job to examine the urgency 
and importance of the requirement submitted, and to achieve a balance 
between the recommended distribution and the quantity available. 

The Cuarrman. Taking the case of China, how much more rice did 
the advisory committee recommend than was actually shipped to 
China; do you know / 

Mr. Frrzeeratp. We could get the records I’m sure, Mr. Chairman, 
but in the last half of 1949 the committee recommended—Mr. Cotter 
may have the actual figures—but, I would guess somewhere between 
25,000 and 50,000 tons of rice for China—not that any such amount 
was ever shipped because China fell into the hands of the Communists 
before then. 

The CHatrmMan. But there was agitation to ship it, was there not ? 

Mr. Frrzceraup. “Agitation” would not be quite the word, Mr. 
Chairman, but they included in their recommendations for the last 
half of 1949 also allocations for China. 

The Caairman. How long did this committee so recommend that 


food be shipped to China? 

Mr. Frrzeeratp. I would have to check our records to answer that. 
Mr. Chairman. 

The CHatrmMan. It was not long after the fall of China, was it? 

Mr. Frrzerravp. I would doubt whether they recommended ship- 
ment to China after that time. I was not with the I. E. F. C. at the 


time. 

The CHarman. Could you have that information produced for the 
record, and let us find out what they recommended for China, by way 
of rice in particular ¢ 

Mr. Frrzceratp. Do you have any particular period in mind ? 

The CuarMan. Well, for all of 1949. 

Mr. Correr. Mr, Fitzgerald, did your office have any expectation to 
ship beans after the 22d of July—— 

Mr. Frrzceratp. Beans—or rice, Mr. Cotter? 

Mr. Correr. Rice. I’m sorry. 

Mr. Frrzceratp. No. We were—well, outside of the possibility that 
we would need small quantities for Formosa which had not fallen, 
but quite clearly we had no further demands in expectation of ship- 
ment to the continent of China. 

Mr. Correr. Even if the [EFC had made recommendation for ship- 
ment after the 22d of July your office would not have considered it 
for acceptance, would it ¢ 

Mr. Firzcrratp. No, sir. 

Mr. Correr. Your position was superior to the LEFC, was it not ? 
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Mr. Frrzeeravp. It is a recommendation committee, and—— 

The CuarrMan (interposing). I wish you would kindly state what 
the recommendations were, and with the dates and the quantities 
asked. 

Mr. Frrzceravp. Asked as well as recommended ? 

The Cuatrman. Asked as well as recommended, both, and let it be 
put in the record at this point. 

(The information to be furnished is as follows :) 


ExHtsit 71 


Stated Chinese import requirements for, and recommended IEFO allocations 
rice—1949 
Metric tons 
~ FOO, 000 


January to June: 
Stated import requirement_- 
Recommended allocation : 
a, &... ee 
From Thailand___—~ ; ; : ae Pee 5, 000 
.. yl SS eee ‘ : esi ‘ 
From United States. - a es ‘ . 45, 000 


2, OO) 


OOO 


Total ion ea - 000 
Recommendations announced: Dec. 17, 1948. 
Recommendations under consideration: Nov. 5 to Dec. 16, 1948. 

July to December: * 
Stated import requirements : 
Recommended allocations from United States 7 
Recommendations announced: June 17, 1949. 
Recommendations under consideration: Apr. 12 to June 16, 1949. 


ihn) 
, OOO 


‘IEFC did not recommend a separate rice allocation for the last half of 1949 but on 
June 16 approved a recommendation covering the entire calendar year. Therefore, t! 
preceding statistical data for July to December 1949 were obtained by subtracting the 
January to June data from those for the entire year. 


Mr. Correr. I would like to get a little better picture of this com 
mittee: They did determine the surpluses in particular countries and 
the needs of the countries that were deficient, and they had a priority 
list, 1 would assume, as to which country should get what sonata first, 
is that right? 

Mr. Frrzceravp. There wasn't any priorities established by the 
committee. 

Mr. Correr. Then, there were allocations / 

Mr. Frrzereratp. That's right. there was a recommended allocatio 

Mr. Correr. They took their available surpluses and divided them 
up among the countries that needed them ¢ 

Mr. Frrzcerautp. That is correct. 

Mr. Correr. I assume any recommendation they made with respect 
to China would only be such a recommendation that could be imple 
mented if the situation permitted, that is, if it were possible to do so, 
isn’t that correct ? 

Mr. Frrzceratp. The IEFC made only recommendations. They had 
no authority to order any shipments, and it had no money with which 
to buy anything. 

Mr. Correr. Its recommendation was purely on the basis that a 
country might need this. But there might not be any money to pay for 
it. so. It was not necessarily related to the true situation that existed 
physically with respect to that country, is that right ‘ 

Mr. Frrzceraup. There always was a major difference of opinion oO! 
most commodities as to the extent to which consideration should be 
oiven factors other than—shall | Say ph: Sk al requirements. 
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There used to be a good deal of discussion as to whether or not 
country X or country Y would have the money to buy the allocation, 
even if it were made to them. 

I think the committee said the problem of whether this rice or this 
wheat or this other commodity can be financed, is beyond the compre- 
hension of the committee, but, presumably when they made an alloca- 

ion they anticipated some way to finance it. 

Senator Aiken. The LEFC was not set up to finance any other 
agency, Was it ¢ 

Mr. irzGeraLp. It advised the United States Government. The 
[EFC consisted of, at its maximum, of some 36 countries. Eacl 
country Was a member of the International Emergency Food Com 

ittee itself. Fl 

The physical structure was that under the committee itself, there 
were a number of commodity committees—at one time there were 15 

r more; one on rice, one on bread eorains, one on fertilizer. and one 

cotton, . 

Now, in each one—the Rice Committee, I believe. 16 countries were 

embers of the Rice Committee of the IEFC, Those 16 countries had 

small secretarial staff who performed the paper work, got the reports, 
and handed in the reports, and so forth. 

The committee then met, sometimes several times, in order to thrash 
out what it would be willing to agree to as a distribution program 
for the rice for the period to be available during the period in ques- 
tion, the semester in question. 

Now, the committee’s action was the recommendation. It was sent 
to every government. In the ease of the United States the recom 
mendation actually went to the Secretary of Agriculture, and said, 
n effect, “This committee has recommended a certain distribution of 
rice from world supply, including rice from the United States, and 
our recommendation for distribution from the United States is—” 
and then the countries were listed by country and quantity. 

Now, each member government was then required within 10 days 
to advise whether or not they accepted the recommendation. 

If the country, the United States or any other country for instance, 
advised that it accepted the recommendation, then it agreed simul- 
taneously within the limits of the correctness of estimates of supply, 
and within the limits of availability of supply, and other qualifica- 
tions,,at that time it agreed to carry out its exports in line with the 
recommendations it accepted. 

Now, there were various other qualifications, of course, and if the 
money was not there, obviously the commodity would not be shipped. 

As far as the United States was concerned, when China fell into 
Communist hands that was the complete and essential reason for not 
shipping any more rice to Communist China even though a recom- 
mendation might have been on the books before them. 

Senator Arken. Even though the member government might be 
open, and even though the rice might be there, it still would not be 
expected that the branch of the Production and Marketing Admin- 
istration would act upon the advice of the LEFC without recom 
mendation or instruction from higher officials, would it / 

Mr. Frrzceravp. To the extent that it was proposed that any ship 
ment to China or to any other country was to be financed by any 





1458 STORAGE AND PROCESSING ACTIVITIES OF CCC 


other agency of Government, it is quite obvious they would not take 
any steps to enter into a contract for rice or any other commodity 
without having the money in the bank. 

The CHarrman. In that connection do you know whether or not 
there was any money appropriated by the Congress for purchasing 
commodities for Asiatic countries that were not handled by you? 

Mr. Frrzcrravp. As far as I know, after the passage of the ECA 
Act of 1948, funds for the purchase of commodities were handled by 
the ECA, for other than military items which it did not handle. — 

The Cuamman. Now, you said this advisory committee gave recom- 
mendations for 6 months following its recommendation. 

Now, when did you receive recommendations for the first half of 
1949 ? 

Mr. Frrzceraup. I would have to look at the record to answer that, 
Mr. Chairman. 

The Cuairman. I say, when would it be? 

Mr. Frrzceratp. I would assume in December 1948. 

The Cuarrman. December 1948? 

Mr. Frrzceravp. Yes, sir, for the first half of 1949. 

The Cuarmman. How about the second half of 1949? 

Mr. Frrzceratp. I would assume if it were on schedule it would 
come in some time early in June. 

The CHatrman. Is it not possible this advisory committee worked 
during the first half of 1949 in anticipation of making its recom- 
mendation for the last half of 1949? 

Mr. Frrzerratp. That was the standard procedure. 

The Cuarmman. At that time was it not apparent that all of China 
would fall ? 

Mr. Frrzceratp. It was a matter of individual opinion, then, on 
the part of various people. 

The CHatrman,. Everybody was hopeful, though, that China would 
be sustained ? 

Mr. Frrzceratp. Yes, early, before the fall of Shanghai, and I pre- 
sume that would have been early in 1949, at which time there was 
optimism that the Communists would not prevail over all of China, 
particularly south China, but that optimism fell very rapidly when 
Shanghai fell in May. 

The Caarrman. Shanghai fell in October, you say ? 

Mr. Frrzcrratp. Nosir, it fellin May. Canton fell in October. 

The Cuarmman. Which city fell in October ? 

Mr. Frrzerratp. Canton, China. 

The Caarrman. Well, then, it was possible for quite a lot of these 
commodities to have been used to sustain the Nationalists in south 
China ? 

The Advisory Committee kept on working on the job of making 
its recommendations, if conditions were such that rice or any other 
commodity could be shipped ? 

Mr. Frrzceratp. Yes, they had a lead time on these operations, and 
we can easily find the period in which the Rice Committee was dis- 
cussing the last half allocation for China. 

The Cuamman. Is it possible that the committee did discuss the 
needs for the last half of 1949 with people in the Department of Agri 
culture, as to its possible needs ? 
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Mr. Frrzceratp. The representative of the Department of Agri- 
culture represented the United States on the Rice Committee. 

The Cuamrman. What I mean is, it is possible for such conversa- 
tions to have been carried on even though Shanghai had fallen, still 
in the hope of holding south China ? 

Mr. Frrzgeratp. That is correct, and I think that is evidenced by 
the fact that in July we were optimistic for a few days, believing 
that south China would not fall as rapidly as it did, and that it might 
need rice, but a week later we changed our mind. 

The Caarrman. To whom did you make that known? 

Mr. Frrzcrratp. There were conversations about it, Mr. Chairman. 

The Cuarrman. To what extent were those conversations carried 
on, to your knowledge ? 

Mr. Frrzceratp. To my personal knowledge—I can’t testify to my 
personal knowledge that they were carried on, but it was typical prac- 
tice, Senator, for our people who were working on a certain com- 
modity, to talk to people in the Department of Agriculture about 
that commodity, about what the supply situation was, and the de- 
liveries, and so on. 

The Cuarrman. Would it be possible for your people to have some- 
one in your organization check as to whether or not the conversations 
did take place, where, and with whom ? 

Mr. Frrzceratp. Well, to the extent the matter of conversations is 
of record we certainly can do that. 

Now, you understand we don’t log in and log out every telephone 
conversetion or every personal conversation that representatives and 
employees of the agencies have. 

The Cuarrman. As you indicated, though, it was your hope as well 
as the hope of many in your group that south China would not fall, 
and that hope was entertained as late as in July? 

Mr. Frrzqaeratp. That is correct. 

The Cuamman. And talks were going on in order to supply com- 
modities to south China? 

Mr. Frrzgeravp. The record indicates the period in which we were 
hopeful, it was from July 15 to 22. 

Senator Arxen. Is it likely that any member of the LIEFC, when 
talking with the Department of Agriculture, often would say, “You 
had better go ahead and get 65,000 bags of rice, because we may need it 
later on.” 

Mr. Frrzerratp. No representative of [EFC would ever say that, 
Senator. 

Senator Arken. He would have no authority to authorize, or even 
imply such a thing ¢ 

Mr. Frrzceratp. He would never say that. 

Mr. Correr. Doctor, you say you know your agency was in touch 
with the Department of Agriculture. They would also have been in 
touch with them to cancel these allocations in July; isn’t that correct / 

Mr. Firzceraup. I am sure that is the case. ; 

Mr. Goooman. Doctor, the procedure internally in the ECA, at the 
lime, was for vou to receive a proportion of your re quirements reported 
from your China Division: isn’t that the case? 

Mr. Firzerraip. That is correct. 
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Mr. Goopman. Then you, in turn, would issue a procurement au 
thorization and procurement requisition if you could, based on that 
need ¢ 

Mr. Firzceratp. That is correct. 

Mr. Goopman. That came from your China Division, and not from 
the [IEFC? 

Mr. Frrzeeratp. That is correct. 

Mr. Goopman. Now, after this 9,000 authorization was canceled 
was there any conversation between you and your China Division, o: 
anybody in the Food and Agriculture Division, of which you were the 
head, which would indicate the ECA was going to need large-sea 
requirements, as has been testified to this mor rning ? 

Mr. Firrzeeravp. For China? 

Mr. Goopman. For China, yes. 

Mr. Frrzceratp. I would be very doubtful of that. 

When we canceled this authorization it was clear that south China 
was going to fall, and we had stocks in Japan we could draw on, and 
I would be doubtful if there were any conversations on a reversal of 
that conclusion which caused us to cancel this requisition on the 27th 
of July. 

The Cuatrman. | believe you stated the LEFC always made recom 
mendations much greater than those you actually filled ? 

Mr. Frraceratp. Yes. 

The Cuarrman. Now, in this report you have indicated you wouid 
supply the committee, you will indicate the full amount placed for th: 
first 6 months of 1949, and the last 6 months of 1949—will you do 
that, please ? 

Mr. Frrzceraip. Yes, I will. 

Let me point out, Senator, the submission by individual importing 
countries to [EFC always added up to a much larger quantity tha: 
the amount available, so that the allocation generally recommended by 
the Rice Committee had to be much less than those asked by the im 
porting countries, because you cannot allocate more of a commodity 
than you estimate would be available. 

The Cuairman. Do you mean the money available? 

Mr. Frrzceravp. No, sir. I am thinking of the physical quantities. 

India, Ceylon, Malaya, Indochina, Greece, Iran—all the countries 
that import rice always asked for more than was allotted. 

Now, they would like to get it, and in many instances could pay for 
it, but it just wasn’t there, so that you had to scale down the recom 
mended allocations, and nobody ever got as much as they asked for. 

The Cuatrman. In all events, the report to be furnished the com 
mittee will show all these réquirements as asked for in the first 6 
months and last 6 months ¢ 

Mr. Frrzceratp. Yes, and all that were recommended. 

The Cuarrman. And, then, your final allocation ¢ 

Mr. Frrzgeraup. Yes, or our final shipments. 

‘The Cuairman. Which ever way ? 

Mr. Frrzceratp. That is correct, sir. 

The Cuarmman. Any further questions ¢ 

(No response. ) 

Mr. Correr. Could we now have Mr. Hope, Mr. Chairman? 

The Cuatrman. Mr. Hope, will you come forward ¢ 
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Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God ? 


Mr. Horr. I do. 


TESTIMONY OF A. GUY HOPE, ACTING OFFICER IN CHARGE OF 
ECONOMIC AFFAIRS, OFFICE OF CHINESE AFFAIRS, DEPART- 
MENT OF STATE 


Mr. Correr. Mr. Hope, do you want to give your position in the 
State Department ¢ 

Mr. Horr. Lam the Acting Officer in Charge of Economic Affairs in 
the Office of Chinese Affairs, State Department. 

Senator Kem. In the Office of what? 

Mr. Horr. The Office of Chinese Affairs. 

Mr. Correr. In that Office what are your functions, very briefly, as 
t might relate to China ¢ 

Mr. Hope. Essentially we are a politico-economic office. in that we 
maintain liaison with the economic offices in Washington and the eco 

omic functional offices of the Department for the purpose of advising 
on the foreign policy aspects of economic programs. 

Mr. Correr. Did you have anything to do with China in connection 
with the China Aid Act, enacted in 1948 ? 

Mr. Horr. Yes, my Office was interested in that. 

Mr. Correr. Did that act provide certain allocation of funds for 
special uses / 

Mr. Horr. Yes, it did. 

Mr. Corrrr. Do you know the allocations under the China Aid Act, 
ind what they were for ¢ 

Mr. Horr. In general terms the Department of the Army—would 
you like exact amounts and the matériel procured ¢ 

Mr. Correr. If possible; ves. 

Mr. Horr. The Department of the Army, for arms, ammunition, 
medical supplies, motor vehicles, spare parts, et cetera, an amount of 
$64.6 million. 

Mr. Correr. You are giving us a close breakdown, and I want it 
divided into two large parts: Was there not S275 million for eco- 
nomie aid ¢ 

Mr. Horr. That is correct. I was addressing nay remark to the 125 
million, which was primarily for military hardware. 

Mr. Correr. Which was for what ? 

Mr. Horr. $125 million for military hardware and support essen 

lly. 

Mr. Correr. When was the $125 million completely spent ? 

Mr. Hore. The Treasury reported as of April 1, 1949, that all pay- 
ments had been made by them, and that the unexpended balance at the 
close of business April 1, 1949, was zero. 

In explanation of this, of course it does not mean there could not 
have been transactions carried on some months later, because I under- 
stand it is a Treasury procedure to close its books once the funds are 
turned over to any particular agency. 

Mr. Corrrer. But. in any event, they would not be buying rice from 
this fund ? 
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Mr. Horr. There is no indication from these reports that rice wa 
the subject of these authorizations. There is, however—just to clarify 
the situation—the possibility that since a substantial portion of th 
money was turned over to the Chinese Government for its own con 
mercial purchases, they might have included foodstuffs, althoug), 
essentially it was intended for military supplies. 

The CHarrman. Over what period of time was this money spent / 

Mr. Horr. Largely, it had been expended by April of 1949. 

The CHarrMan. It could not have included, then, any purchase: 
of commodities after that date ¢ 

Mr. Horr. It is not impossible that there might still have been some 
transactions carried on by a particular agency to whom the funds 
had been allocated after that date. 

The Cuarrman. To what agencies was that money turned over { 

Mr. Horr. Army, Navy, Air Force, the Bureau of Federal Supply, 
and the OFLC. 

Mr. Correr. In other words, they were buying for China? 

Mr. Horr. They were buying for China—— 

Mr. Correr. I mean rice. 

Mr. Horr. None of this; no. The only item which appears is the 
Republic of China, which had made available to it a sum in excess 
of $29,000,000 for miscellaneous supplies and equipment. 

The Cuairman. Who represented them in this country ¢ 

Mr. Horr. They drew against the Treasury account, on certification 
of the Department of State, against invoices. 

The Cuatrman. Did they have representatives in this country / 

Mr. Horr. Yes, sir; the Chinese Embassy. 

Mr. Correr. Do you have any information as to how soon they spent 
the money after it was allocated ¢ 

Mr. Horr. There is still some discussion of there being a small 
balance of money left in that account. 

Mr. Correr. Do you have any indication that they purchased rice 
for China during this 1949 period ¢ 

Mr. Horr. No. 

The Cuarrman. Would it have come through you if they had pur 
chased rice ¢ 

Mr. Horr. It might have come to us in a very blanket form, simply 
as drawing against a blank check, for supplies purchased from such- 
and-such company for so much. 

Mr. Correr. The State Department was not responsible for supply- 
ing rice to Nationalist China ¢ 

Mr. Horr. No, sir. 

Mr. Correr. Would you be having any great amount of negotiations 
with the Department of Agriculture with respect to the procurement 
and shipment of rice to China? 

Mr. Horr. I think that that is unlikely, except that there might 
have been frequent discussion with the Department of Agriculture 
in connection with our backstopping of the United States delegation 
matérial to the emergency food allocation group. 

The Cuatrman. Do you agree with Mr. Fitzgerald’s statement 
that our Government, I suppose through the State Department, was 
very hopeful that South China could be contained in the hands of the 
Nationalists ? 
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Mr. Hore. I think it is certainly fair to say the situation was very 
unclear in the early summer of 1949 and, therefore, the tendency would 
have been to be optimistic, if possible. 

The CuarrMan. How late was it that this optimism was dissipated / 

Mr. Horr. I would say that it was very definitely dissipated—that 
there ceased to be any optimism on the fall of Canton. 

Senator ArkeN. The optimism was in suspense by the last of 
October ¢ 

Mr. Hope. Yes; but the situation actually was gloomy earlier, be- 
cause there was an exodus from South China, which was the last 
stronghold of the Nationalist Government, beginning early in August, 
and all through the fall of 1949 the situation was becoming increas 
ingly bad. 

The CuarrMan. But, up to the latter part of July 1949, it was still 
hopeful that the situation could be contained ¢ 

Mr. Hore. Yes; and the Communists’ intentions were not then fully 
known. 

The CHarrmMan. Would it be reasonable to assume that since the 
Department had that feeling, that plans were necessary to be made for 
the future to supply these people with food and other things ¢ 

Mr. Hore. I wouldn’t know, without a check of the records, sir. 

Mr. Correr. It would not have been the function of your office to 
work these out, would it ¢ 

Mr. Hope. Not necessarily, sir. 

The Cuarrman. What do you mean? Doesn't the State Department 
participate in this sort of planning ? 

Senator ArkEN. You should hear them when they come before the 
Appropriations Committee. 

Mr. Horr. Senator, the Department participates in many planning 
operations, but the contact of my own office need not have been very 
close on this transaction—in fact our records show no mention of it. 

Mr. Correr. Have you talked to various people in the State Depart- 
ment who were there in 1949, with respect to this matter / 

Mr. Horr. Yes. 

Mr. Correr. Do you have any recollection of anybody talking to 
Mr. Entermille ? 

Mr. Hore. We have no written record of any such conversation 
taking place, and I have been unable to—with the sort of check which 
ould be made on short order—to discover any record of such con 
versation. 

The CaarrmMan. Do your records show whether or not there were 
conversations with the Department of Agriculture ? 

Mr. Horr. They show only that there was participation in the inter- 
departmental group, which backstopped the United States delegate 
to the International Food Allocation Committee, and there is no 
record of the rice discussion in question. 

The Cuatrman. How about this IEFC? 

Mr. Horr. The economic area of the Department, which would 
normally maintain such records, has no record of any such conversa- 
tion In connection with the LIEFC. 

The Cuarrman. What contacts did you have with this organ- 
zation ¢ 
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Mr. Hore. There was a Department representative on an inte; 
departmental committee which backstopped the delegate who repre 
sented the varying points of view in the United States Government 

The Cuarrman. And they participated, I presume, in the discus 
sions of this advisory group ¢ 

Mr. Horr. They participated in the discussions from which the 
United States delegates would draw their instructions. 

The CuarrMan. It would not be unusual for the State Department, 
and this group, to participate in hearings to determine the future 
needs for, let’s say, China and other countries ? 

Mr. Horr. That is correct, sir. It certainly is not unreasonable, and 
it would be quite possible. 

The Cuamman. That would be especially in view of the fact this 
group made recommendations for 6 months hence, that is, I unde: 
stood they made recommendations 6 months in advance of the actual! 
procurement; is that right ? 

Mr. Horr. Yes; the State Department participated in a good many 
of the planning groups, of which this was one. 

The Cuatrman. There was nothing unusual, then, for somebod 
in the State Department to participate in discussions of the needs of 
China for the last 6 months of 1949, when you still entertained the 
hope that South China could be contained ¢ 

Mr. Horr. I think that is quite true, on the working level. 

The CuarrmMan. That is what I am talking about, nothing else. 

Mr. Correr. You were not able to locate anybody in the State 1 
partment who had any conversations with Mr. Entermille ¢ 

Mr. Horr. That is correct. 

Mr. Correr. That is all. 

The Cuamman. Any other questions / 

( No response. ) 

The Cuatrman. Thank you, Mr. Hope. 

Mr. Correr. Can we now have Mr. Entermille back, Mr. Chairman ! 


TESTIMONY OF FRED D. ENTERMILLE, DEPUTY DIRECTOR, GRAIN 
BRANCH, PMA, UNITED STATES DEPARTMENT OF AGRICUL- 
TURE—Resumed 


Mr. Correr. Mr. Goodman, do you care to handle this interrogation / 

Mr. GoopMan. Yes. 

Mr. Entermille, we saw you vesterday, and you were unable to te! 
us who you spoke to in the State Department during this period. Hav 
you since then been able to recall to whom you spoke about procur 
ment ¢ 

Mr. Enrerminir. No, sir. 

As I told you yesterday, that has been quite a while ago, and it 
could well be these discussions could have been relayed to me from 
someone else, and it’s a kind of a joint effort. 

I have been unable to find any names that I can definitely tie down 
as to discussions. 

Mr. Correr. It could have been Mr. Ellis, or it could have been Mr 
Rittenberg, of Foreign Supply ? 

Mr. Enrermitie. This group worked very closely together, and we 
kept each other closely informed, but in the absence of any definite 
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names it became increasingly apparent to me that more and more of 
this China knowledge was heresay. 

Mr. Goopman. Do you remember what names they mentioned to 
you, as to whom they were discussing this situation with ? 

* Mr. EnrermMityie. No, sir. 

| believe some of those names would become apparent with the 
minutes of some of the [EFC meetings, with regard to the chairman 
of the LEFC committee, who was Mr. Ellis, and I have not had a 
chance to go over those minutes. 

Mr. Goopoman. Why would you do that? 

Mr. Envermiutte. The same people were interested in the whole 
business, the same people in ECA, for instance, who initiated these 
purchase authorizations, and we backstopped the visits to the LEFC 
people. 

The Cuatrman. Did the ECA have representation on this TEFC, 
that you know of? 

Mr. Entermitie. Of that I am not just positive, but they certainly 
had members that advised the chairman when making his reports. 

The CHatmrman. You heard just now the State Department had 
one, and would you be surprised if the ECA had the money—— 

Senator AIKEN (interposing). Why would you mention the ECA 
is the ones in authority ¢ 

Mr. EnrerMiItire. It was the same people. 

Senator Aiken. Who were these people ? 

Mr. Entermitie. The same group of people, the same people who 
were the IEFC people who were the people who started the purchases. 

Senator AIKEN. | understood they represented 16 different 
countries, 

Mr. Enrerminye. That’s what I.mean, our United States representa- 
tive, and the others. 

Senator AIKEN. Who was the adviser on the LE F¢ a 

Mr. Entermitie. Leonard Ellis. 

Mr. Correr. This was the Department of Agriculture ? 

Mr. Enrermintie. Yes. He was chairman of the Rice Committee 
of the IEFC. 

The CHarrMman. Was he a member of that IEFC committee? 

Mr. Entermitze. I don’t know whether he was a member of the 
big committee or not, but he was a member of that subcommittee, be- 
cause he was the chairman of it, the Rice Committee. 

Senator Arken. You knew you had talked to him, and that he had 
no authority to authorize the procurement of rice / 

Mr. EnrermMiie. Yes. 

Mr. Goopman. Mr. Ellis was under your supervision, was he not ? 

Mr. Enrermitie. He is a subordinate in the Grain Branch. He was 
i rice-commodity specialist. 

Mr. Goopman. Now, I would like to refer you to your testimony 
taken during the antitrust case on the west coast, entitled “Zhe United 
States of America v. Various Defendants’ among whom one was the 
California Rice Growers Association, held in 1951. On page 1421 at 
line 9, beginning with that line of testimony, you were asked : 

Question. Now, then, during this period of time the State Depurtment was 
mportuning you, wasn't it, to get two cargoes of rice for China? 


20554—52—pt. 2 21 
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Your answer: 


My recollection was that we talked almost daily about this matter. 

Question. Now, didn’t you tell Mr. Brewer in those telephone conversations 
that you had never fallen Gcvvn on a request from BCA or the State Depart. 
ment, and you wanted his cooperation in getting two cargoes of rice for China? 


Your answer: 


Well, that certainly ; that was one of my duties, to take care of these require. 
ments, and we were proud of the fact that we were in some manner able t 
always supply the rice within the market price. 

Question. Now, didn’t you also tell Mr. Creech that when he was in Wash. 
ington that you had spoken to Mr. Brewer and Mr. Brewer assured you that 
he would cooperate with you because of the urgency of this request for rice 


for China? 

Your answer: 

Yes, sir. I think it was mutually understood at all times; there was never a 
question of cooperation. 

Now, further on in the testimony, at page 1490, at line 5, the 
question : 


My present question is whether he had any side agreements, any Verbu:l! 
arrangements with Mr. Brewer that are not incorporated in the contract? 


Your answer: 


I would have to say “Yes,” we had an understanding. 

Question. And what was that? 

Answer. Perhaps understanding isn’t the right word, but in making the plans 
for this whole delivery for program or supply or shipment, I suppose each time 
I talked to Mr. Brewer about this, I say, “Are you going to actually have that 
rice?” Because if he didn’t have the rice, then I would have to look elsewhere 
when this requirement came from the State Department, which they were dis 
cussing with me every day. So while it was not binding and was not part of the 
contract, he had from time to time assured me that I was to get the 600,000 or 
the out-turn of the 600,000 bags. . 

Now, on page 1555, at line 18, you were asked at the end of your 
testimony by the defense attorney: 


Question. My point was that what you actually did was something you wanted 
to do, and not something that somebody was importuning you to do from 


California? 

Your answer: 

I was very happy to get the rice. 

Qnestion. Yes? Is it not a fact you suggested that the rice that you were 
going to get from California you were to get under the support and have it 
milled? 

Your answer: 

That’s right. We would all have been heroes if this rice had been—if we had 
been able to deliver the rice and if they had held the Communists in place. 

Now, Mr. Entermille, how do you explain that line of testimony ? 

Mr. Entrermiiie. Well 

Mr. GoopmMan. Can you explain it? 

Mr. Entermitye. I think I can. 

Mr. Goopman. I wish you would. 

Mr. Enrermmie. I think this testimony would cover a period of 
discussion with Mr. Brewer—that is, from May until they made a con- 
tract—and a good bit of those discussions was in the form of attempt- 
ing to find out if the rice was available in case we needed it. 

Mr. Goopman. If you will recall, earlier this morning, Mr. Enter- 
mille, and before we started reading these facts to you, you testified 








d of 


con 


mpt 


nte! 
ified 


STORAGE AND PROCESSING ACTIVITIES OF CCC 1467 


that at no time had you ever urged Mr. Brewer to have this rice for 
you. 

Mr. Enrermitie. I don’t believe this testimony is urging him to 
deliver rice. 

Mr. Goopman. Mr. Entermille, you were a witness in the Govern- 
ment trial in a criminal case involving issues as to whether this asso- 
ciation had defrauded the Government, and you know as an official 
of the Government that the Government lost $731,000 on this deal. 

Now, can you explain the seemingly great inconsistency between 
the testimony you gave us earlier this morning and this line of testi- 
mony we have just read back to you from a transcript of the proceed- 
ings of that trial ? 

Mr. Enrermitie. Well, as I have said once before, the discussions 
at that time and the testimony on that discussion was before China 
fell, and I was trying to be truthful as to the things we were saying 
and the things we were thinking at that time. 

Now, China fell, and, of course, the rice was sold at a loss. I felt 
it my duty to be informed, and Mr. Ellis the same way, to be informed 
of the availability of supplies. 

Mr. Goopman. Did you feel it also your duty to be apprised of the 
actual facts as were given here this morning by ECA witnesses? 

Mr. Enrermitie. Yes. 

Mr. GoooMan. Then, you knew there was very little or no possibility 
at the time you sent out milling instructions to California on July 
22 of this rice being shipped to China, and we have testimony here 
this morning that on that very same day the last requisition was can- 
celed for approximately 200,000 bags of rice to China because of the 
degenerated situation. Is that correct? 

Mr. Envermiutte. I have no recollection of that cancellation. 

Mr. Goopman. You heard that testimony this morning? 

(No response. ) 

Mr. Goopman. Now, you were the key representative or individual 
of the Department of Agriculture responsible for this program in- 
volving many, many millions of dollars, and, as such, it was highly 
encumbent upon you to know what the situation was, was it not‘ 

Mr. Enrermitie. Yes; and we were still optimistic. 

Mr. Correr: Now, at this criminal trial, the line of testimony you 
gave was such as would indicate that this association and you were 
doing a great, great favor to the Government in taking over this in- 
eligible rice. 

Can you account for that ? 

Mr. Enrermitte. We have been over all of this so very many 

mes 

The Cuarman. You did not know it was ineligible at that time? 

Mr. Enrermitie. That is the point I wanted to make. We have 
been over this so very many times, and 

Mr. Correr. Mr. Entermille, did you testify at this trial, as a Gov- 
ernment official, whose Government had been defrauded out of all 
this money, and did you testify as to whether or not you had any opin- 
ons as to these people who apparently had bilked your Government 
out of all this money? 

Mr. Entermite. I tried to testify as truthfully as I knew how 
on the facts and considerations we had at that time. 








1468 
Mr. 









Mr. 
Mr. 








Mr. 




















Mr. 











Mr. 









ment, 












Mr. 


TESTIMONY OF JOSEPH B. LONG, CHIEF, FOREIGN SUPPLY DIVI- 
SION, OFFICE OF ASSISTANT ADMINISTRATOR FOR COMMODITY 
OPERATIONS, PMA, UNITED STATES DEPARTMENT OF AGRICUL- 


TURE 


Mr. Correr. What is your position with the Department of Agr 


culture, Mr. Long? 
Mr. 

sion, Office of the Assistant Administrator for Commodity Operations. 
Mr. Correr. Did you hold such a position back in 1949? 


one side, 
the other side, 
the Transportation Branch. 

The requisitions and orders from ECA flowed through my office 
where they were checked against availability of funds in the Depart. 





ST¢ 


Gor IDMA 


The CuarrMan. 
(No response. ) 
Could we now have Mr. Long? 

The CHarrman. Would you come forward, Mr. Long. 

You do solemnly swear to tell the truth, the whol; 
truth, and nothing but the truth, so help you God ¢ 

Lone. I do, sir. 


Correr. 


The CHAIRMAN. 
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Goopman. Is it not true, Mr. Entermille, that you were consid 
ered to be an expert at that trial? 
ENTERMILLE. I believe that is a fact. 


Are there any questions to be asked of this witness / 








Lone. Iam Chief of what is known as the Foreign Supply Divi- 


Lone. I was then Chief of the Division in our Price Support and 


LONG. 


CorTrer. 


Yes. 


Lone. Yes. 


COTTER. 
Lona. Yes. 
CorTrTer. 


Lona. 


Foreign Supply Branch, which performed the same functions. 
Mr. Correr. Did you have something to do with this rice program, 
in the supplying of China? 
Mr. 
Mr. There was an exhibit introduced this morning, a letter 
from Mr. Kunze to you, dated June 16, 1949, reflecting the shipments 
that had been made under that program ? 
Mr. 
Mr. 
Mr. 
Mr. 


You are familiar with that? 


You were familiar, generally speaking, with the situa 
tion during that period of time; is that correct ? 


Our office—my particular unit, which is made up of 


myself and another chap—acted as a coordinating grouss in the actual 
programing of shipments, serving between the claimant agency on the 
such as ECA, and the commodity and functional branches on 
such as the Grain Branch, or the Fiscal Branch, and 


and then were distr ibuted to the other functional branches. 


LONG. 


LONG. 


(OTTER. 





Yes, sir. 


Yes. 


You heard Dr. 


Mr. Correr. In that position you would be generally familiar wit! 
the China situation during that period; would you not? 
Mr. 
Mr. 
morning ¢ 


Mr. 


Fitzgerald and his associate testify this 
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Mr. Correr. Would your impression of the China situation during 
e particular period covered in their testimony coincide with their 


th 
testimony 
Mr. Lona. As to mi recollection of it, yes, sir. 
The CHAIRMAN, Would your knowledge of the State Department 


/ 


also coincide ¢ 


Mr. Lone. 
The CHarkMan (interposing). 


I had no contact with the State Department, and—— 
! am referring to the China situa 


{r. Lone. Yes, sir, but my office only had contact with the Eco 


none Cooperation \dministration. 

Mr. Correr. Were you in frequent contact with them? 

Mr. Lone. Yes, sir. 

Mr. Correr. I understand there was considerable correspondence 
flowing back and forth with respect to the China situation generally ? 


Mr. Lone. That’s right, generally. 
Mir. Correr. Just in the interest of time, Mr. Chairman, may I intro- 


duce this sheaf of correspondence between ECA and the Department 


of Agriculture ¢ 
Phe Cuamman. Without objection, they may be introduced into 


record at this pon 
Vir. Lona. May I see them. please ¢ 
Mir. Correr. Yes. 
The documents referred to are as follows :) 


Exuinit 72 
Marcu 1, 1949, 
N 
Neeretaru of Agriculture 
ik Mr. Secretary: You may have noted that as of this date ECA has found 
mpossible to finance any part of the 45,000 metric tons of United States rice 
ted to China for January—June 14d ¢ xport \ procurement authorization 
ring 9.000 tons of this 45,000 was initiated but was held up by ECA after 
he Chinese Mission. At the same time, we have purchased, and 


nature by Lite 
to continue to purchase e in Siam and perhaps in Burma. Reasons for 


“et ric 
position are us follows 
n China makes it essential that stockpiles 


in 


e changed political situation 
uml be kept at the very minimum. Shipments, however, must continue 
intities just suilicient to meet the United States share of the ration commit 
Swatow Accordingly, we must maintain the 
The CCC representative in Siam has an 
rrangement whereby he can cancel contracts for rice at any moment prior to 
tual shipment. This means that we have the opportunity to cancel procurement 
until the time that the rice may be afloat—and it is afloat for only about 2 
weeks. The United States Mission in China is able, thereby, to space shipments 
ery carefully in terms of the stock position and current consumption rate. In 
the case of the United States rice, most of the shipments are from the Gulf, and 
ke 6 to S weeks from the moment of procurement (at which time we are 
financially committed to take the rice) to arrival in China 
In view of the above, there can be no assurance ut this time that ECA will 
finance all or any part of the rice allocated to China by the United States: and 
u should feel free, therefore, to take such steps as you may deem appropriate 
the 45,000 tons of United States rice now allocated to China There 
ECA may wish to finance for China 
but, since we cannot now com 


in Shanghai, Canton, and 


sest possible control of deliveries 


reallocate 
tains the possibility, of course, that 

e United States rice before the end of June 
t ourselves, we feel that we should take our chances on supply at the time 
need arises 


Sincerely yours 
LG. HorrMan, Adminis 
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MAk&cH 7, 1949 
Pavut G. HorFrMAn, 
Administrator, Economic Cooperation Administration, 
Washington, D. C. 

Dear Mr. HorrMan: We have received your letter of March 1, 1949, stating 
that, due to the changed political situation in China, it is essential that your 
Administration maintain close control over the stockpile and shipments of rice 
Therefore, the Economic Cooperation Administration plans continued procurs 
ment operations in Siam and perhaps Burma but is not able to give any assur. 
ances that the allocation of 45,000 tons of rice from the United States wil! be 
implemented. 

While we appreciate the exigencies of the situation, we must still give recog 
nition to the United States domestic supply situation. We must therefore take 
a position that we are opposed to continued procurement in Siam and Burma 
unless and until the United States allocation is authorized for purchase and 
shipment, and it is not believed that the services being rendered by the agencies 
of this Department should be utilized for the offshore procurement until appro- 
priate arrangements are made for the domestic purchase. 

It is entirely probable that additional requirements will be presented for 
United States rice and, in fact, we are actively engaged in developing and firming 
up demands as a result of which the allocation to China may be transferred and 
the obligation for United States purchase correspondingly reduced. You can 
be assured of our complete cooperation in that regard. 

Sincerely yours, 
CHARLES F’. BRANNAN, Secretary 


EcoNOMIC COOPERATION ADMINISTRATION, 
Washington, D. C., March 9, 1949 
Mr. Joseru B. Lone, 
Chief, Foreign Supply Division, Price Support and Foreign Supply Branch, 
Production and Marketing Administration, Department of Agriculture, 
Washington, D. C. 

Dear Mr. Lone: Attached herewith for your action is an advance procurement 
authorization (84-030-92-1), providing $4,210,000 to cover the purchase of ap 
proximately 26,000 metric tons of rice against the United States export allocation 
to China. 

Of the original January-June 1949 export allocation to China, totaling 45,000 
metric tons, I understand that 10,000 tons have been transferred to another 
importing country. In addition, we have authorized 9,000 tons (ECA-S84—03(- 
91-2) against the China export allocation, leaving a balance of 26,000 metr 
tons, covered by the attached authorization. An authorization providing funds 
for ocean freight is being initiated and will be transmitted to you shortly. 

As you are aware, developments in China may necessitate at any time the 
discontinuation of all BCA-financed shipments to that country. Accordingly, we 
request that shipment of no more than approximately 9,000 tons against the 
attached authorization be undertaken during any one month. 

As a further precaution against the possibility of cessation of all ECA ship- 
ments to China, and in keeping with Secretary Brannan’s letter to ECA dated 
March 7, we will appreciate any effort on your part to transfer additional portions 
of the China allocation to other importing countries. We trust you will keep 
this in mind in timing rice purchases under the attached authorization so that 
a portion of the China allocation will remain available for transfer as possi- 
bilities for such develop. 

Very truly yours, 
Epwarp B. Kunze, 
Director, Program Methods Control Staff. 
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EcoONOMIC COOPERATION ADMINISTRATION, 
Washington, D. C., March 17, 1949. 
Mr. Joseru B. Lona, 
Chief, Foreign Supply Division, 
Price Support and Foreign Supply Branch, 
Production and Marketing Administration, 
Department of Agriculture, Washington, D. C. 


Dear Mr. Lone: Reference is made to our letter of March 9 with which we 
transmitted an ECA advance authorization providing funds to procure the entire 
balance of the China allocation of United States rice. 

In that letter we mentioned that we would appreciate any effort on your part 
to transfer portions of the China allocation to other importing countries, as 
Secretary Brannan had agreed would be attempted in his letter to ECA of 
March 7. Since that time we understand that 5,000 tons has been transferred to 
another importing country, thereby making available for China a total of 30,000 
tons of United States rice. 

We understand that about 10,000 tons of the 30,000 have now been purchased. 
We desire to proceed as soon as possible with purchases of the balance of 20,000 
tons for the China program, with delivery scheduled in May and June. Accord- 
ingly, any further attempts to transfer rice from the China allocation to other 
claimants will not be necessary. 

I understand that a shipping schedule to China ports will be worked out 
between our respective agencies with a view to preventing excessive stockpiles. 

Very truly yours, 
Epwarp FE. KuNzE, 
Director, Program Methods Control Staff. 


May 17, 1949. 


Mr. D. A. FrrzGERAp, 
Director of Food, 
Economic Cooperation Administration, 
Washington, D. C. 


DeaR Mr. Firzcrratp: The Commodity Credit Corporation representative in 
Bangkok, Siam, Mr. Quinton C. Trousdale, has expressed a desire to be released 
from his assignment. Mr. Trousdale has been directing the rice-procurement 
operations in Siam and Burma, having been sent to Bangkok during the late 
stages of the lend-lease operations and the early UNNRA operations for that 
purpose. 

In view of the length of time which he has spent on this assignment in the 
Orient, we feel that his request is entirely justified and we have therefore indi- 
cated that he should make plans to return on or about August i. 

We have given consideration to the advisability of installing a replacement 
to carry on the rice-procurement operations in Siam and Burma. In view of the 
uncertainties of continued operations sufficient to justify the maintenance of a 
representative in Siam, we do not feel we would be warranted in arranging a 
replacement who would, of necessity, have to become familiar with the methods 
of operation in Siam, the details of shipping operations, financial arrangements, 
et cetera. We have therefore concluded that we shall stop our offshore pro- 
curement in that area upon Mr. Trousdale’s return. 

This decision is being relayed to you inasmuch as the operations in Siam and 
Burma are being carried on principally for the benefit of the Economic Coopera- 
tion Administration China program and so that any necessary arrangements 
can be made for purchases direct if your program calls for continued operations 
in that area. 


Sincerely yours, 
Ratpu S. Tries, President. 
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EcONOMIC COOPERATION ADMINISTRATION, 
Washington 25, D. C., June 16, 1949 
Mr. Josera LONa, 
Chief, Foreign Supply Division, Price Support and Foreign Supply Branch 
Production and Marketing Administration, Department of Agricultur 
Washington 25, D. C. 


Dear Mr. Lone: Owing to the impossibility of discharging cargoes at Shanghai 
in recent weeks the HCA China mission diverted 12 vessels carrying United 
States rice as follows: 


Port of « 
charg: 


Cargo 


Vesse! Operator (long tons) ETA 


Roseville | Fearnley & Eger | , 339.: May 2) Kobe 
Elco Victory States Marine | , 785 May 30} Yokohama 
Virginia Lykes Lykes Bros , 598 May : Kobe 
Philippine Bear Pacific Far East 2, 2: June Yokohama 
President Madison _..| American President Lines 2, June | Do 
Joplin Victory Pacific Far East j 2, 062. { do Do 
Skauvann Saelen Skaugen . . . 3, 026 June 2 Do 
Thomas Paine Lykes Bros , 160.2 | May : Kobe. 
Citrus Packer Sudden & Christenson, Inc ; , 187 May 26 Yokosuka 
Wyoming States Marine , 906 May 2 Hong Kong 
Lipscomb Lykes Lykes Bros. ._. , 785 May : Do 
American Transport...| Pacific Transport 2, 248 do Do 


The final port of discharge in Japan has not been confirmed in all cases owing 
to uncertainties regarding warehousing facilities. The information above rr 
garding Japanese ports, however, is based on cables which specified the intention 
of the United States Army authorities in Japan. 

It is recognized that since the rice cargoes were diverted at ECA’s request 
extra expenses and deviation costs incurred are for ECA account. As I under 
stand it, the practice followed by your office in the past regarding diversion has 
been to request the operator to make settlement on an equitable basis rather 
than on the basis of the 83 per ton tariff diversion charge. Please regard this 
letter as your authority to pay diversion claims provided that such claims prop 
erly represent the actual additional costs incurred by the vessel. 

Sincerely yours, 
Epwarp E. Kunze, 
Director, Program Methods Control Staff 


Price Support AND Foreign Suppry Brancn, 
July 13, 1949 
Mr. FE. E. Kunze, 
Director, Program Methods Control Staff, 
Economic Cooperation Administration, Washington, D. C. 

Dear Mr. Kunze: We refer to your subauthorization No. ECA—S4—030-02-2, 
our reference No, CC—4712, issued on April 18 for 51,000 metric tons of rice to be 
purchased in Siam and/or Burma for delivery to China. No procurement has 
been made against this authorization and no procurement is contemplated inas 
much as Mr. Trousdale our representative in Siam is returning to the United 
States the latter part of this month, as we advised Dr. D. A. FitzGerald in our 
letter dated May 17, 1949. 

Considering the conditions now existing in China, it is felt vou may wish to 
consider cancellation of this authorization. Therefore, the purpose of this letter 
is to advise that the USDA will accept a cancellation if issued by your office 

Very truly yours, 
Jos. B. Lona, 
Chief, Foreign Supply Division. 
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Mr. Correr. I think that is all I have for this morning, Mr. Chair- 
man. ‘ 

Senator A1rken. Mr. Chairman, I have just one minor request to 
make. Probably Mr. Watson furnished the committee with all the 
sales made to the Commodity Credit Corporation between March 25 
and May 1 of this year, to whom the beans were sold, and the price 
received, and if that can be furnished or duplicated, if we can have 
a list of the sales made by Government-owned beans, all types between 
March 25 and May 1? 

The CuarrMan. You mean of all regional offices ? 

Senator Aiken. Yes; of Government beans, how many sales were 
made between March 25 and May a 

Mr. Watson. What date’ 

Senator Aiken. March 25 to May 1. 

Mr. WATSON. | don't think it covered more than that. 

Senator Aiken. | wouldn't think it would, because beans were get 
ting scarce, 

The (HAIRMAN. It would cover pea beans, and do you also Want to 
cover red kidney beans and pintos ¢ 

Senator Arken. I do want to cover red kidneys and pintos; yes. 

Mr. Enrermitie. I think we have already furnished that infor 
mation. 

Senator Arken. I think you have, too, but I doubt if it has been 
brought up to date. I think it has been brought up to about April 1. 

[If we could have that ? 

The Cuarrman. Mr. Long, you are acquainted with LEFC / 

Mr. Lona. Yes: but I had no working arrangements with them. 

The CuarrMan. Were you familiar with its requirements, set up on 
a 6 months’ basis / 

Mr. Lona. Yes. 

The Cuatrman. Will you furnish the committee with the require 
ments made for the first 6 months of 1949 ? 

Mr. Lona. | don't have them available. 

Che CHarrmmMan. Can you secure them ? 

Mr. Lona. Yes, sir. 

The CHatrMan. Will you give us the information as to each country 
and the commodities requested ¢ 

Mr. ENnrTerMitue. Senator, I gave one of the boys those for the 
second 6 months. ; 

The Cuatrman. By the TEFC? 

Mr. Enrermitie. The one finally approved by the United States. 

The CuarrMan. Of course I don’t want any duplication. 

Mr. Enrermintie. That was Dr. Fitzgerald's. 

The Cuarrman. Yes. I want tose that it jibes. If Mr. Entermille 
has already furnished it, why, you can check with him, but what I 
W uld like to have Isn COpy of what you rece ived from your records, 
from the IEFC. 

Mr. Lone. I didn’t receive anything from the TEFC. 

The Cuatmmman. Well, whatever vou have which would indicate the 


requirements recommencde d by thre IEFC. 
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Mr. Lona. I wouldn’t have that. I would only have the recom. 
mendation as finally approved. 

The Cuareman. I see. 

Are there any further questions? 

(No response. ) 

The Cuarrman. If not, the committee will stand in recess unti] 
tomorrow morning at 10 o’clock. 

(Whereupon, at 12:30 p. m. the committee recessed to reconvene 
Thursday, May 8, 1952, at 10 a. m.) 





INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


THURSDAY, MAY 8, 1952 


Untrep Srates SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) presid- 
ing. 

Present: Senators Ellender, Aiken, Young, Thye, Kem, Hicken- 
looper, and Mundt. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The Cuamman. The committee will be in order. 

Mr. Weitzel, Mr. Johnson, and Mr. Ellis, will you gentlemen come 
forward, please, and raise your right hands? 

You do, each of you, solemnly swear to tell the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Werrzev. I do. 

Mr. JOHNSON. 1 do. 

Mr. Ex.as. I do. 


TESTIMONY OF FRANK H. WEITZEL, ASSISTANT TO THE COMP- 
TROLLER GENERAL; KIRT W. JOHNSON, INVESTIGATOR IN 
CHARGE, OFFICE OF INVESTIGATIONS, GENERAL ACCOUNTING 
OFFICE, ST. PAUL, MINN. ; AND WILLIAM L. ELLIS, CHIEF, OFFICE 
OF INVESTIGATIONS, GENERAL ACCOUNTING OFFICE 


Mr. Correr. Mr. Weitzel, do you want to State your position with 
the General Accounting Office ? 

Mr, Werrzet. I am Frank H. Weitzel, assistant to the Comptroller 
General. 

I have here with me Mr. W. L. Ellis, the Chief of Investigations of 
the General Accounting Office, and Mr. Kirt Johnson, the chief of 
our investigations office at St. Paul, Minn. 

We are here this morning, together with other members of the 
staffs of the Division of Audits and of the Office of Investigations 
of the General Accounting Office at the request of the committee to 
explain the report which the Comptroller General made to the Presi- 
dent of the Senate on May 5, 1952, regarding a series of questionable 
wheat transactions entered into by the Commodity Credit Corpora- 
tion with Cargill, Inc., during 1949, concerning which there wns bried 
comment in Mr. Warren’s audit report to the Congress on his audit 
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of the Commodity Credit Corporation for the fiscal years 1948 and 
1949. 

At page 48 of that report it was stated as follows 

The Cuamman. Will you first tell us how that came to your atten 
tion ? 

Mr. Werrzex. During the examination of the Minneapolis com- 
modity office of the Commodity Credit Corporation by our auditors 
of the then Corporation Audits Division of the General Accounting 
Office, during that examination they noticed a series of wheat trans 
actions with Cargill as to which they raised questions with the Cor 
poration. 

Those questions were referred to the Office of Compliance and I 
vestigation, PMA, and a report of that investigation was rendered 
and furnished to the General Accounting Office. 

Based on that report the officials of the Commodity Credit Cor 
poration came to the conclusion that the actions of the Corporation 
were justifiable. 

However, the auditors for the General Accounting Office had 
reached a different conclusion, and because of that Mr. Warren im 
mediately, on the transmittal of the audit report to the Congress on 
July 31, 1950, ordered a full and complete investigation by Mr. Ellis 
and his Office of Investigations. It is that report which is now be 
fore you, Mr. Chairman. 

The CuarrmMan. Are we to understand that the basis of your inves 
of Compliance and Investigation made an examination of the matte: 
gation staff of the Commodity Credit Corporation or the Depart 
ment of Agriculture? 

Mr. Werrze.. The basis of our investigation was the examination 
made by the auditors of the General Accounting Office under the Gov 
ernment Corporation Control Act during their regular audit of the 
Commodity Crepit Corporation for the fiscal year 1949. 

It was as a result of the questions raised in that audit that a lette: 
was written to the Department of Agriculture and that their Office 
of Compliance and Investigation made an examination of the matter. 

The Cuatrman. Thereafter you took charge ? 

Mr. Werrzen. From there on we received their report, but since we 
were not satisfied with the conclusions reached on the basis of the 
report our Office of Investigations made a complete investigation of 
the entire matter. 

The Cuairman. You say there was a difference of opinion between 
you, and when I say “you” I mean the Comptroller General and those 
representing the Commodity Credit Corporation. 

Mr. Werrze.. There was, Mr. Chairman. 

The Cuamman. There still is, l suppose ? 

Mr. Werrze.. I think you will probably find that there still is. 

We have not heard from the Corporation since this report was ren 
dered, but IL would anticipate that, based on their previous report, 
they would certainly want to give you their side of the story. 

The Cuatrman. Did you make note of that in your report to th 


Congress ¢ 
Mr. Werrzet. We did, Mr. Chairman. And, if I might just quote 


briefly, here Is what we said in our report to the Congr ‘SS |reading 


During our examination we noted a series of wheat-purchase contracts with 
one vendor, negotiated in February, March, and April, 1949, providing for de- 
livery at Duluth/Superior in April. 
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The committee will note that we did not identify the vendor in the 
report, because we did not want to cause any unnecessary embarrass- 
ment, because we did not feel we were In full possesslon of the facts 
at that time. 

Pursuant to a transportation agreement entered into with the vendor in March 
1949, these contracts were canceled and replaced by contracts providing fot 
delivery in Albany, N. Y. (at the original price plus amounts to cover transporta 
tion and handling to Albany), under a schedule whereby 6,500,000 bushels were 
to be delivered after May 31, 1949. Inasmuch as these contracts were based on 

prevailing market prices for cash wheat, which were considerably above May 
heat future prices, it appeared to us that these purchases could have been 
nore advantageously made, particularly with respect to the last 2,000,000 bushels 

Che report says “I he last. 2,000,000 bushels.” 

It also appeared to us that there was a possibility that the vendor was placed 
in a position of advantage through the deferment of delivery without appropriate 
adjustment in price. These transactions and related data were referred to the 
ontroller of the Corporation for further investigation 

\n invest igation of the matter was made by the PMA Office of Com 
pu unce and Investigation. Information obtained through the investi 
ration made indicated that the amendments to the contract weer ap- 
yroved sole ly on the basis of transportation and storage savings to the 


I 
( 


‘orporation. 

The investigation also clisclosed that it was possible that part of the 
grain, but not the entire amount, might have been acquired at a lower 
price without causing a market disturbance in the future market. 

It was also brought out that the vendor did not take delivery on 
May futures contracts w hich had prev lously been pur hased at prices 
ower than the cash market prices. 

In connection with these transactions, officials of the Corporation 
save stated that there was no lack of propriety in the Corporation’s 
wtions and that in their opinion it would not have been possible to 
purchase ata lower price the amount of grain required to successfully 
carry out the objective of the program. 

In our report for 1948 and 1949 we attempted to be as objective as 
possible and to give the viewpoint of the Corporation, That does not 
necessarily mean that we agree now, having made a complete investi- 
gation, with the conclusions of facts stated by the Corporation itself 
after their PMA Office of Compliance and Investigation made its own 
investigation of the matter. 

Senator YounG. May I ask a question, Mr. Chairman ? 

The CHarrMan, You may proceed, 

Senator Young. What was the purpose of the purchase of this 
wheat ¢ 

Mr. Werrze.. Mr. Ellis will go into that more fully, but I might 

st mention briefly that it was for the purpose of fulfilling require- 

ents for the export program of the Commodity Credit Corporation 
during the spring of 1949. 

Senator Youne. | would like to ask one more question there at this 
yy int. 

Did not the Commodity Credit Corporation at that time have sizable 
stocks of its own that it could use / 

Mr. Werrze.. We feel that it did, Senator, and we will cover that in 
our report. 
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Senator Arken. Are you suggesting that Cargill collected trans- 
portation charges from Duluth to Albany without actually trans. 
porting the grain? 

Mr. Werrze.. No, Senator; we are not. They did transport the 
grain. 

Senator Arken. They did transport the grain? 

Mr. Werrzeu. The point of the report is that there should have been 
an adjustment in price when it was determined that delivery would 
not be made until May, June, and later, since the wheat was bought on 
a cash basis earlier in the year. 

Mr. Correr. What you are saying is that after you made this re 
port to Congress, on this 1949 audit, and after the Compliance and In 
vestigation investigation had come in to you and you had incorporated 
your findings of that investigation into your report to Congress, you 
continued to make an investigation of the thing, and you have now 
come forth with a more complete report ? 

Mr. Werrze.. That is correct, Mr. Cotter. 

I might say that the original draft of our 1949 audit report con 
tained language considerably stronger than appeared in the final 
draft. And in fairness to the Department it was determined to state 
the language in general form only to permit a further investigation, 
because our auditors, even after the Compliance and Investigation 
report drew opposite conclusions than the auditors and the officials of 
the PMA. 

In other words, our auditors felt that the Department’s own report 
showed that the quantity that was in question could have been bought 
without disturbance to the futures market, whereas the Department 
itself drew the opposite conclusion : that purchasing the quantity in- 
volved would have upset the futures market. 

Now, because we were dissatisfied with the conclusions and with 
some of what we felt were inadequacies in the coverage of the Com 
pliance and Investigation report, Mr. Warren requested Mr. Ellis to 
make an immediate investigation of that matter. This investigation 
has consumed some time because of the fact that we do not have too 
large a staff and also because of the fact that we do not claim to be 
wheat experts. And it was necessary to make a rather prolonged 
study of the question and to make numerous inquiries among people 
who were experts in the grain trade in order that we might feel that 
our report was well supported when it would come back to you. 

When Mr. Warren received Mr. Ellis’ report just last month he fel! 
that the matter was so serious that it should be immediately reported 
to the Congress as a supplement to the 1949 audit report, and Mr. Ellis 
is here to explain the findings and conclusions in the investigatio: 
report. 

Mr. Correr. Mr. Ellis, would you take us right through what the 
picture was and then what was developed by your investigation / 

Mr. Extis. Yes. 

Mr. Cotter and Mr. Chairman, it is necessary to take just a bit of 
background to show what the conditions were at the time and the 
place in order fairly to appraise what was going on. 

We recollect that these were purchases involved in February, March, 
and April of 1949. 
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At that time Commodity had a tremendous program for acquisi- 
tion of wheat to convey abr ‘oad for commitments to the ECA program 
for foreign governments, wheat for the Army, and other purchases. 
It is called the supply program. 

The Minnespo is part of that program in the spring consisted of 
buying about 25 million bushels of wheat. 

Now, to get this in its frame of reference, the deals with Cargill 
amounted altogether to about half of that. Cargill, of course, is ‘the 
big firm. Of course, they naturally got the major part of the business, 
which was quite proper. 

Mr. Correr. They were the sellers of approximately about one- 
half of it? 

Mr. Exxts. About half of the Minneapolis part of this tremendous 
progré am. 

The CuHamman. You say it was quite proper for them to get at 
least that much ? 

Mr. Ex.is. I am not raising any question. In bringing it out, I do 
not mean to raise any criticism that they got the plurality « or the major 
part of it. They were the biggest firm. So, I expect they would get 
the big part of the business. 

The point is, how it was bought. 

At that time the market was in this way: The cash market was 
about 20 cents above the May futures market, and there lies the key. 
That is what we have got to consider very carefully; the cash market 
was 18, 19, 20 cents above the May futures market. 

Now, the nub of this whole proposition, put very briefly, is this: 
About 6 million bushels were bought from Cargill, based on cash 
prices as if the wheat were going to be delivered tod: Ly, in Wobrasey, 
maybe in March, or some of it in April on cash prices, which, as I 
point out, were 20 cents above the futures prices. 

As a matter of fact, the wheat was not delivered by arrangement 
at that time—by arrangement in February and March—the wheat 
was not delivered until along in May, June, July, and August; in 
other words, what was bought was today’s wheat, supposedly cash 
wheat, 20 cents above the futures price. What was delivered and re- 
ceived as future wheat, which was worth about 20 cents less. Not 
much difference, really, in principle from buying No. 1 wheat and 
paying for it and getting No. 4 wheat in. In theory, it is about the 
same, but here is the background of how that worked out. 

The purchasing by Commodity in the Minneapolis market is done 
n this way. They do not, of course, appear on the floor of the ex- 
change themselves. In fact, the deals are not made through the grain 
market. 

At the moment a trade is made between any seller of grain at Minne- 
apolis at that very moment the latest price on the floor is obtained by 
telephone and the deal is made directly between Commodity and the 
seller. They do not, of course, say, “We are going to buy 6,000,000 
today,” or anything of that character. 

The plan was to buy maybe 300,000 or 400,000; in some cases, T guess 
500,000 bushels in one day. 

Mr. Jounson. They bought as much as 1,000,000. 

Mr. Exxis. In some cases it went up to 1,000,000. More often at 
the rate of half a million bushels on a working day. 
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As we say, it was on a cash price. That is an important thing—a 
done on the basis of cash prices as if the wheat were to be delivered 
now or within a relatively few days, and cash prices were at a definite 
premium. 

However, at the same time this series of transactions was going o 
a very definite arrangement was being formulated to send wheat to 
Albany, instead of taking the wheat in deliver y at Duluth. 

There again is the second ke *y that becomes important in this co: 
nection. 

This wheat was not wanted to be used in Duluth or Minneapoli: 
The wheat was wanted for export. 

Obviously, there are half a dozen, maybe, different ways of getting 
wheat from the producing area in Minnesota to the export point 
where it will vo abroad. 

All-rail is the only feasible method in the wintertime. And if th 
wheat were being delivered in February, that is the only way it could 
be done. 

As soon as navigation opens on the Lakes—which that year was the 
28th day of March—there are two other good alternative routes that 
develop. One is the rail-water method by which it goes by Lakes 
vessel from Duluth down to Buffalo, or, Erie or, perhaps, some other 
Lake Erie port. Thence it is transshipped by rail down to Jersey City, 
Weehawken, Baltimore, even Boston, and thence by vessel abroad. 

There is one better way, cheaper way, and that way Cargill con 
trols. That is the all-water route which goes from Duluth clear 
through to Oswego, N Y. Thence by barges owned by Cargill from 
Oswego to Albany, where it goes into store or perhaps directly on a 
vessel. 

From Albany, of course, by ocean vessel abroad. That is the only 
feasible water route. And that is, obviously, a little cheaper than any 
other way. 

Senator Arken. The best route would be to develop the St. Law 
rence seaway and then save about 15 cents a bushel on all of their 
shipments. 

Mr. Exsis. Asa native of Michigan, I agree with you. 

Senator Arken. The farmer would get 12 or 15 cents more for his 
wheat a bushel. 

Mr. Exuis. That is absolutely right. The important thing about 
this last method of transportation is that it was not even available 
on the 28th of March when Lakes shipment normally opens. 

The little part that I mentioned from Oswego up there on Lake 
Ontario to Albany is by the canal. That canal is not opened for 
business, at least for this purpose, until early in May, because of the 
high water from the spring rains raising the canal so high that these 
wheat barges cannot get under the br idges. 

Maybe it sounds that we are bri inging up 3 years later and Monday 
morning quarterbacking a lot of circumstances that nobody had any 
idea of at the time, but let us get the facts straight. 

Cargill is a big company in the business. Cargill has been doing 
business with Commodity Credit for years. 

Cargill has been doing this transportation for years. In 1946 they 
carried wheat, other people's, Commodity’s own wheat, carried it 
from Duluth down to the East. 
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In 1947 they carried it. In 1948 they carried it. Everybody knew 
they were going to carry it again in 1949. , 

Of course, that brings up the obvious question. Just what are the 
facts? And if you look at the bare record and just rely on the formal 
written letters it looks as if much of the wheat was bought before the 
transportation agreement was entered into, so that on the face of 
things if one is not inquiring a little bit it rather suggests that nobody 

ad any idea at the time the wheat was bought that this was going to 
he delivered down at Albany which, of course, would be 3 months 
later. And that isthe key tothe whole business. 

Delivery at Albany means, do not deliver in February or March 
It means vou have to deliver starting in May. It does not mean that 
you can deliver it all in May, because the busi! ess to carry wheat 
from Oswego to Albany means you can carry about 1 million bushels 
n 10 days, and that is all. That is the limit of capacity of that barge 
line. So that for quite a big program of wheat that meant it would 
extend not merely to the early part of May, but actually go on 
through May, June, and July. 

The CHarmmMan. What is the difference in the rail charges? 

Mr. Exits. It works about 3 cents. Am I right. about 3 cents 
lifference / 

The CHAIRMAN. More / 

Mr. Jonnson. All-rail is about 30 cents. 

Mr. Exuis. This is Mr. Kirt Johnson, the head of our St. Paul 
Office of Investigations, who is quite familiar with this proposition. 

Mr. Jounson. The all-rail rate is about 30 cents. The lake and 
rail is about 23 cents. 

Mr. Correr. That is to Buffalo, I take it, lake and rail? 

Mr. Jounson. That would be the seaboard 7 

Senator Younc. From Minneapolis to seaboard / 

Mr. Corrrer. Via Buffalo? 

Mr. Jounson. That is right, via Buffalo, lake and rail via Buffalo. 

Mr. Exuis. From Minneapolis to seaboard via Buffalo. 

The CuatrmMan. The 50-cent rate, you say, is from St. Paul to 
(lbany. 

Mr. Correr. To the seaboard. 

Mr. Jounson. To the seaboard, Weehawken, Philadelphia, Jersey 
they have equalized the rates to Philadelphia. 

The Cuaimman. That is why I asked the question. 

Mr. Correr. You have 30 cents all rail. What is your lake and rail / 

Mr. Jounson. About 23 cents. 

Mr. Corrrer. Seven cents less / 

Mr. Jounson. That is right. 

Mr. Correr. What is your all water / 

Mr. Jounson. Cargill's contract was 20 cents for the first 5 million 
and 19 cents for the second 5 million. 

The Crrarmman. That is what the Government paid ¢ 

Mr. Jounson. Yes, sir. 

Mr. ELLs. They save about 2 cents on a bushel to ship it all water 
ustead of the rail-water, where a great bulk of the goods actually 
went. 

The key to the whole transaction, of course, is whether there wis 
inv reason to connect up the transportation arrangement with the 
sale arrangement. You understand what happened. 


20054 o2 
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Every day along during February and March and April, Commodity 
buys from C argill, perhaps, four or five hundred thousand bushels of 
wheat, cash prices, for early call delivery, relatively early delivery. 
If the wheat had been delivered then, per ‘aps there would have been 
no question to be raised. 

At the identical time that those sales were being made the same 
Cargill was arranging with the same Commodity to ship the same 
wheat from Duluth, where it was supposed to be delivered, instead 

to Albany. It was told to us they were entirely separate transactions, 
no relationship whatever. 

The point is, of course, to see what the facts are. We look at the 
transportation contract and find it consists formally of an interchange 
of letters in February and March 1949. And let us see what those 
letters say. 

Mr. Correr. Is that an exhibit in your report ? 

Mr. Exuis. The foot of page 23, and continuing through to page 2 

Now bear in mind that the letters as written were not the first 
knowledge that Commodity, had that Cargill had any idea of trans 
porting the grain. They had done so for years. They were the only 
means by which the all-water shipment was available. 

The Cuarrman. The all-water? 

Mr. Exuis. That was Cargill’s boat shipment from Oswego. Every- 
body knew that as everybody concedes. 

Everybody also concedes that the conversations on this contract 
started early in January, long before this series of sales. They knew 
in January that some arrangement would be worked out as it had been 
worked out every year before. And as, in fact, would be essential if 
they really wanted to get a great quantity of wheat down there at the 
cheapest price. 

So let us see how the deal works out, to see whether there is anything 
to the claim that transportation had nothing to do with it, that on the 
one hand we were buying wheat for delivery here and on the other 
hand we were transporting wheat from point A to B and the two deals 
had nothing to do with each other. Let us examine the situation and 
see what the facts are. 

A letter is written to Commodity by Cargill Carriers which is the 
subsidiary of Cargill in charge of this transportation. 

Mr. Correr. Who is Mr. Sundahl? 

Mr. Ex.is. We understand that Mr. Sundahl was in immediate 
charge for Commodity of the buying. 

Mr. Correr. Within Minneapolis ¢ 

Mr. Exxis. On the floor at Minneapolis, buying through the sellers 
at Minneapolis. 

Cargill’s subsidiary says: 

We refer to various sales made during recent weeks by Cargill, Inc., to Com 
modity Credit Corporation, Minneapolis, which presently total 4,315,000 bushels 

As of now, and there were a lot more to come— 
basis in store Duluth/Superior with sellers option to tender warehouse receipts 
any time between sale date and April 16. And that portion of Cargill’s sales on 
which delivery has not been made and on which Commodity Credit Corporation 
has not given orders for rail movement prior to the opening of navigation, we 
would be interested in converting said sales from in store Duluth/Superior to 
f.o. b. Albany. 


Mr. Jounson. None of that 4 million had been delivered. 
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Mr. Exuis. As a practical matter, no part of this 4 million had 
yet been delivered. Even on the record, if you discount the conversa- 
tions for that that are known to have taken place and informal under- 
standings even on the record, it is very plainly established that instead 
of an entirely separate transportation contract what Cargill has 
offered in effect to amend are the sales, so that instead of being deliv- 
ered up here in Duluth, gentlemen, Cargill says, we want to “deliver 
your wheat in Albany. 

' That offer was accepted in effect in Commodity’s letter of March 18, 
which appears on page 25 of the report. 

This is to confirm our agreement affecting various purchases of wheat from 
your firm— 

[t is not a letter saying, we would like to have some transportation, 
you see, of some wheat that we have never heard of. This is to con- 
firm our agreement affecting various purchases of wheat originally 
made on a Duluth- jo aaygl basis, whereby the contracts would be 
amended to take delivery f. 0. b. vessel Albany. 

As you see from the re sant the letters go on for some paragraphs. 

Do the letters go on to talk about ame ending the pr ice, since this is 
going to be delivered in May? No, indeed—no, indeed. What the 
letters talk about is amending the price so as to add something to the 
cost of transporting down to Albany. Of course that is fair enough. 

The original transportation in Duluth did not involve any element 
of price for delivery to the East. So when the arrangement was made 
to deliver it instead in Albany, obviously the price had to be adjusted 
iS or 20 cents; is that right—about 20 cents a bushel, because it is 
being delivered on the seaboard. But did anybody at the same time 
say, also, Let us adjust the price! 

The Cuarrman. You mean it had to be adjusted with respect to the 
:mount of freight to be paid ? 

Mr. Exits. That is fy Obviously, that adjustment was proper 
to pay more. 

The CuHarrMan.. So that if they had used one of the methods instead 
of paying, that is, finally paying the 20 cents or the 19 cents, they 
might have paid as much as 30 cents? 

Mr. Ex.ss. If they had shipped by rail it would have been about 
30 cents; that is correct. So they saved—in other words, there is 
no doubt that the arrangements saved a little bit on transportation. 
{nd it was quite proper to increase the price to allow Cargill the 
cost of transportation. And insofar as working out a cheaper way to 
ship was accomplished, obviously that was commendable and helpful. 

Mr. Corrrer. I think you are making the point that at the time 
that they had these negotiations and were buying this wheat the ques- 
tion of shipping by all-water was out and would be out until after-—— 

Mr. Enis. In February it would have been possible to have shipped 
only by rail if it had to be shipped in February. 

The CuarrmMan. Your point is that since the wheat was to be shipped 

1 May, instead of buying cash the Corporation should have bought 
futures ¢ 

Mr. Exsis. Should have bought, I think what they call it is “to 
il rive.” 

The CHarrman. I understand. 

Mr. Exvcis. It is a variation, or, deferred delivery—a variation of 


he Tutures price 
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The CHairman. Do you know what the cash price of wheat was i: 
May? 

Mr. Exviis. Yes—beg pardon ? 

The CuHaimman. In May? 

Mr. Exuis. The cash price in May 

The CuHairman,. Yes. 

Mr. Exuis. I think our table shows that. 1 would have to refer t 
the schedule. 

The Cuarmman. What was the difference in the cash price in May 
and the cash price at the time of the purchase ¢ 

Mr. Correr. Mr. Johnson, you must know that. 

Mr. Jonnson. Yes, sir. The cash price in Minneapolis on Norther: 
Spring—— 

The ee \IRMAN. The same wheat now. 

Mr. Jonnson. Yes, sir, this is the same wheat. 

The Cramman. The same wheat that was purchased in February 
for delivery as you have indicated in May was what ? 

Mr. Jonnson. It ranged in February from about $2.14 to $2.32. 

The Cuamman. What was it in May, the same wheat ? 

Mr. Jounson. The same wheat. In May the range was $2.12 to 
ibout $2.32. 

Mr. Correr. In other words, you had a reverse order. In February 
it started low and went up, and in Ms ay it was high at the beginning 
of the month and went down / 

Mr. Jonnson. And went down; exactly. 

Mr. Exits. That is shown in exhibit No. 3, sheet 9, of our report. 

Mr. Correr. When did these Commodity Credit Corporation sales 
begin? I guess you will come to that. 

Mr. Jounson. We are talking about cash prices here. 

The Cuarrman. Is it customary for Commodity Credit Corporation 
tp buy on the futures market / 

Mr. Ex.is. They tell us that is contrary to policy. 

The Cuamman. That is what I thought. 

Mr. Ex.is. They tell us it is contrary to policy. In fact, however, 
it has been done occasionally, even at Minneapolis, and it has also been 
done in Kansas City. 

The Cuamman. Has not the bulk of the purchases made by the 
Commodity Credit Corporation been on a cash basis ? 

Mr. Jounson. Yes; very definitely. 

The Cuairman. Is that true? 

Mr. Euuis. And the goods were delivered, not merely bought, but 
they get the goods. Here they bought, but did not get the goods. 

The Cuarrman. Your point is that since the wheat was to be de 
livered in May it should have been bought in May ¢ 

Mr. Euuts. Yes, sir. 

The Cuairman. Is that right ? 

Mr. Exis. They should have got what they paid for. They should 
have p aid only for what they got. In other words, it w as quite possible 
in February to buy it for May delivery. 

The CHamman. However, if they had bought that in May for 
May delivery at the prices then prevafling, the prices in May would 
have been greater than they were in February, I mean, on a cash 
basis. 

Mr. Jonnson. That is not quite the point there. 
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The Cuamman. Is that true? 

Mr. Jonnson. If they had bought May wheat? 

The Cuarrman. May wheat for May delivery. 

Mr. Jounson. The prices would have been—— 

The CHarrMan. Would they not have paid more? 

Mr. Euts. No. 

Mr. Jounson. No. 

The CHarrmMan. You gave me the wrong feeling yourself then. 
7 ou said $2.1 }. 

Mr. Euuis. They would not have bought. The loan agreement 
wheat would have come out. 

The CHatrmMan. That is just an assumption. 

Mr. Werrze.. We are dealing in essentials here. Regardless of 
whether the price would have been higher or lower, we are not argu 
ng that they should have bought May cash wheat in May—we are 
arguing they should have bought in February and March and ar- 
ranged for delivery in May, June, and July, when delivery actually 
took place and that thereby they could have gotten lower prices than 
by paying the cash prices for February, March or April delivery, so 
that we have no point in the report that they should have waited until 
May to buy the wheat. 

The Caairman. Did you run across any other instances where the 
wheat was purchased one month and shipped a month or so later? 

Mr. Exuis. Just to the contrary. Other dealers had to deliver. 
When other dealers sold on the cash price, they had to deliver. 
When Cargill sells for cash they are permitted to deliver 3 or 4 months 
later when the wheat is a lot cheaper. 

The CHarrmMan. Is that true in all cases? 

Mr. Exuts. In this case. 

The CHatrMan. Just in that case? 

Mr. Exass. I might remind the committee that this Cargill is the 
same firm that the committee considered 2 weeks ago. 

The CHAIRMAN. What I am trying to do is to develop the facts. 
I do not want you or anybody else to think that by the questions I am 
isking Iam siding with anybody, but I just want to get all of the facts 
out. 

Mr. Corrrr. | think we have to have a little more background be- 
fore we can form any judgment on the thing here. And I think you 
are just getting into the early part of the transaction. You have not 
told us what was bought and what the prices were and what the dif- 
ferential between the cash and futures were. Will you develop 
that? 

Mr. Exaas. The actual figures are in great detail and were in- 
luded by the compliance and investigation reports, So I did not 
repeat them here, but I can vive them to you now. 

Mr. Correr. I would just lke to have you go ahead and give us 
vour over-all first. 

The CHarrMan. Before you get into that as to amounts, how much 
vheat was involved in that February purchase ? 

Mr. Exsis. By February it was4 million. Through March it worked 
out to be 6 million. 

The CHatrmMan. Six million bushels? 

Mr. E1ais. Altogether, yes. 
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The Cuarrman. What is the difference in price which afterward 
turned out to be a loss on the entire 6 million bushels or only on a por- 
tion of that wheat? 

Mr. Extis. On all of the different amounts, because it was bought 
on different dates, different amounts are involved. 

The Cuarrman. That is how you figure your $500,000 to $1,000,000 
overpayment ? 

Mr. Exuis. Briefly the difference—— 

The Cuarrman. Is that right? 

Mr. Etuts. That is right, between what they did actually pay and 
what they would have paid had they bought on a to-arrive basis for 
delivery when they really did want the wheat, with all adjustments 
for transportation and everything else. 

How did that work out on the other hand for Cargill? If Cargill, 
of course, had to buy the wheat there perhaps would have been noth- 
ing to point out, but let us see what the facts are. This is shown on 
exhibit 7, a diagram. I apologize for bringing charts up here. I 
know they are sometimes hard to understand, but frankly there is 
nothing more telling perhaps than this diagram of Cargill’s wheat 
position at the time in the market. 

The lower line shows their short position on cash wheat. As Com- 
modity bought wheat from Cargill, Cargill went short in the cash 
market. At the same time and about the same amounts as you can 
see from the diagram, Cargill went long on the futures market for 
about the same amount. 

The diagram is quite telling, it seems to me. In other words, Car- 
gill was in the position that the experts refer to as a perfect hedge. 

An officer of Cargill told us they did not anticipate at the time they 
would have had to make delivery on or before April 15 of all the 
wheat sold to the corporation, even though they agreed to in the con- 
tract and got paid for it. They said they did not have any idea of ac- 
tually delivering. In fact, he advised that had Cargill been held to 
those delivery dates they probably could not have fulfilled the terms 
of the contract. He went on to explain they could not be held for the 
default under the circumstances, but that in any event they did not 
even have any serious plan of actually delivering the wheat as the 
contract called for and as they got paid for it. 

Finally, the same officer pos dd ge a result of the whole proposi- 
tion the corporation, that is Cargill worked a perfect hedge. 

This was accomplished in the sales contract amounting to 10 million 
bushels. And the transportation contracts with the deferred de- 
liveries were negotiated. It enable Cargill to purchase at lower prices 
than the cash prices quoted at the time of the contract for subsequent 
delivery, and at the same time to use any inventory of wheat stock for 
other trades. 

As for Commodity, what it did, of course, was to require Commodity 
to pay. today’s cash price which was 20 cents or so higher than the 
futures price, pay cash prices for 6 million bushels of wheat when 
they had no real plan then and there of getting the wheat. Instead, 
they knew at the time they were going to get the wheat 3 months later 
and have it shipped down to Albany. The price instead of being 
what they paid would have been 20 cents a bushel less, had they chosen 
to pay it. They were very quick in amending the contract to see that 
the contract allowed some more money to Cargill for transporting it 
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all the way from Duluth down to Albany, but somehow no one 
did anything at all to amend the contract to allow a discount in the 
yrice since what they were buying now was May wheat instead of 
February wheat. And that is the essence of the transaction. 

But there are two side points to add, it seems to me, also. 

One is the question about how the transactions are actually handled 
on the floor. And this we are advised by the Corporation itself, Com- 
modity, is a serious question. 

You understand that they do not themselves go into the market. 

Senator Kem. That is, Commodity does not? 

Mr. Ex.xis. They do not go into the market.. They buy from whom- 
ever has wheat to sell. As to its policies, that is out of my line. I 
have nothing to criticize about it. 

At that time, at least in February, let us see how it actually worked 
out. There was not a great deal of cash trading, because the price 
had gotten pushed up. That is, early in February the price started 
to get back up, and it was a little abnormal, it was out of line, it was 
way above the futures price. 

The mills, for example, Pillsbury people, like that, were buying only 
the barest necessity of actual today wheat that they could not get along 
without, so that Commodity’s purchases represented a big part of the 
business going on in the market. In other words, they were a big 
part and affected obviously the price considerably. 

Let us see how it was done. 

As a seller came to Commodity to sell his wheat, Commodity in- 
quired by telephone for the latest price on the latest transaction on 
the market, and that was the price agreed upon which sounds wonder- 
ful, does it not? Well now, their practice was not to buy before 
l0a.m. ‘The market opens how long, 1 hour, or 11 a. m. 

Mr. Jounson. They could not buy the first hour. 

Mr. Ex.us. That is right. Their practice was not to buy the first 
hour of the market opening of the day. The transactions that took 
place in the first hour would more or less set the pace as to the price 
for the remainder of the day. 

There is every evidence that sellers fell on to what is going on. 
There was not a great deal of selling going on. If a seller would go 
into the market and make a wash sale, so to speak, a seller would sell to 
somebody a couple of carloads of wheat, not enough to be of any con- 
sequence, but maybe a penny or 2 pennies above—would that be too 
much—about a cent, maybe, above yesterday’s close, it would not be too 
serious because it is only a carload or two of wheat. What does it 
do? It stabilizes a nice new high. 

The same seller calls Commodity’s office 5 minutes later and says, 
“IT want to sell four hundred thousand or three hundred thousand—I 
have got a lot of wheat to sell.” 

Very well. They agree to sell it at the latest cash price. 

Commodity calls the market. “What is the latest price?” And 
believe it or not, there is the latest price, a penny above yesterday’s 
close. 

How does that happen? Somebody just got through making a sale 
for that very, very purpose. 

That was pretty carefully explained to us by the trade people. We 
do not have any doubt that that is what happened. 
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It was discussed considerably by the Commodity people in co: 
versations on the subject which are shown in the report. There was 
some protest. 

Senator Kem. How long has this course of business been going on / 

Mr. Ex.is. We investigated this series of transactions in 1949, 
I am not prepared to say. 

Senator Kem. Do you know whether the same course is being fol! 
lowed today ¢ 

Mr. Exxis. I would not be prepared to say. I would not know. 
The Commodity people at Minneapolis were on their toes, so to 
speak, I think they saw what was going on. They inquired about 
it in Washington, and the people in Ww ashington merely said, “Well, 
if it looks like a fair justification, go ahead.” 

Mr. Correr. Are you referring to the one- or two-car wash sale deal / 

Mr. Euuis. Yes. 

Mr. Jounson. The fact that they knew that these sellers were ad- 
vancing the price on them for the specific purpose of selling them 
larger lots of wheat at the higher price. 

Mr. Exits. However, in reply it was agreed, and I quote one of thi 
Corporation people, “There are shenanigans here, there is no questio. 
about it.” And the next on the record are laughs or chuckles for a 
while. 

Senator Kem. Who said that ? 

Mr. Exuis. This is the Commodity people on the telephone betwee: 
St. Paul and Washington, “There are shenanigans here, there is no 
question about it. 

Senator Kem. That is some official of the Commodity Credit Corpo 
ration is quoted as saying that? 

Mr. Exits. Yes. 

Senator Kem. Have you got his name? 

Mr. Exuis. Yes, Sundahl. 

Mr. Jounson. Mr. Sundahl. 

Senator Kem. He said that to the Washington office ? 

Mr. Exuts. Yes. 

Senator Kem. On what date? 

Mr. Exuis. February 17, 1949. 

Senator Kem. To Mr. McArthur? 

Mr. Extis. Yes. 

Senator Kem. That is the same Mr. McArthur who previously has 
appeared here, is it ? 

Mr. Jonnson. Yes. 

Mr. Exxis. I suppose so; yes. 

The Cuamman. He is here today, Senator. 

Mr. Exxis. I am inclined to agree that the official in St. Paul had 
the situation accurately appraised. There were shenanigans going 

on here. There is no question. 

The CuatrrmmMan. You mean among whom now? 

Mr. Exsis. I am merely agreeing that is the result of the whole 
arrangement. 

The Cuamman. With whom was the shenanigan ? 

Mr. Ex.is. Inthe grain trade. 

The Cruarmman. You mean the gamblers on the market, those who 
trade on the market ? 


Mr. Exuis. Well, the sellers—the sellers. 
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Mr. Jounson. The sellers of wheat during this period of time. 
Senator Kem. How much is involved in one of these typical days? 
Mr. Exuts. Four hundred thousand at $2.20 a bushel. 

Senator Kem. The price was a cent higher than it would other- 
wise be ¢ 

Mr. Exits. I quote one of the conversations. The agricultural man 
asked— 

How much has it gone up? 

Just about a cent. 

Jack. It has beem going up a cent every day and I think it has been pretty 
much predicated on the fact that we are in the market and buying and they are 
contemplating that we are going to follow it, and so they go in the market and 
raise it, and then turn around and sell us half a million 

Senator Kem. What would the cost of that be to the Government 
in additional money ¢ 

Mr. Jounson. A cent a bushel on half a million. 

Mr. Exuus. A cent a bushel on half a million. 

Senator Kem. For the record, how much is that in money ? 

Mr. Exuts. That would be $5,000 on each transaction. 

Senator Kem. On each transaction. How many transactions of that 
kind would occur in a day, in atypical day / 

Mr. Exuuis. Their program was 25 million bushels during the whole 
spring season. Nobody can say how much of that 25 million would 
actually be affected by this fictitious increase in price, or not. 

Mr. Jounson. That is right, you could not tell. 

Mr. Ex.is. That was the program in that spring season in that area. 

Senator Kem. Assuming as a hypothetical case that the entire 25 
million bushels was affected, how much would that be in money ? 

Mr. Exuts. That would be $250,000 according to my arithmetic. 

Senator Kem. $250,000 7 

Mr. Exuts. According to my hasty arithmetic, ves. 

Senator Kem. So that your testimony is that by reason of this 
course of action the Government paid a maximum of $250,000 more 
than it would otherwise have paid / 

Mr. Exuis. Understand, that is on this one phase about the fictitious 
sale. 

The CHamMan. You mean if it had all been purchased under the 
same conditions ? 

Mr. ILuIs. Yes: that is right. 

The CHarmmMan. But you are not saying that it had been. 

Mr. JOHNSON. We are not. 

Senator Kem. It had to be a maximum of that / 

Mr. Exits. That was merely a side figure, aside from the main 
question of the purchases which they did make from Cargill, 6 million 
bushels, which were made on the cash price when there was no plan 
at that time to accept cash delivery. Instead, the plan was to accept 
it later. 

The CuHarrman. At this point could you say how else it could 
have been handled ? 

Mr. Euuis. Sure. it could have been bought on the basis of “to 
irrive.”” 

The CHarrman. I am not talking about this particular wheat. I 
am talking about what you discussed with Senator Kem there as to 
the shenanigan voing on with people who buy and sell on the market. 
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Mr. Exits. I think our audit people worked together with them a 
en or two later to work out a little better plan which I believe has 
een put into effect. 
Am I correct in that? 


TESTIMONY OF ROBERT L. RASOR, DIVISION OF AUDITS, GENERAL 
ACCOUNTING OFFICE 


The CHarmman. Will you raise your right hand? 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God? 

Mr. Rasor. I do. 

The Cuarrman. Will you state your full name for the record? 

Mr. Rasor. Robert L. Rasor. 

The Cuarrman. What was that plan, you say? 

Mr. Rasor. In our 1949 audit report we made certain recommenda- 
tions to the corporation designed to provide a better control over the 
purchase of bulk grain. The corporation considered those, adopted 
some of them. 

However, since 1949 fiscal year the corporation bulk grain purchase 
peeaen under the supply activities has been virtually dormant. They 

ave had their supplies under the support program. 

The CHamman. The support program ¢ 

Mr. Rasor. Yes. 

Mr. Exuis. I do not know if there remains any doubt about. what 
seems to me the key, that instead of two separate transactions for this 
6 million bushels it was really all one. 

On the face of it, it might at first glance appear that in February 
Commodity is buying from Cargill one-half million bushels a day, 
four hundred thousand the next day, and so on to a total of about 6 
million over a couple of months for cash for early delivery. That is 
one arm. 

Then another arm over here is dealing with Cargill and saying, “We 
are going to have maybe 5—well, it will work out to be 10 million bush- 
els of wheat that we want delivered from around the Duluth area down 
to Albany. We want you to do it.” 

And they will do it for a price of 18 or 20 cents a bushel. 

Senator Younec. How much wheat did you say was purchased 
through Cargill? 

Mr. Ettis. About 6 million of this. 

Senator Youne. Do you have any figures to indicate how much more 
the wheat cost the Government purchased through Cargill than the 
other agencies, or was there any difference in the cost to the Govern- 
ment ¢ 

Mr. Etsxis. I do not know if I understand the exact question. There 
were plenty of other sellers. The total purchases for that spring were 
25 million. 

About 11 million of that was bought from Cargill. About 6 is in- 
volved in our question. 

Senator Youne. Did the Government have to pay more money for 
the wheat they purchased from Cargill than they did from the other 
agencies ? 
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Mr. Jounson. No, no, they were purchasing at about the same price 
from other dealers, other sellers, during the same period that they 
were buying from Cargill. 

Senator Younc. But your contention is that Cargill was able to 
manipulate the market ? 

Mr. Exuis. There is no doubt of that. The point is that Cargill’s 
goods were bought ostensibly for cash for early delivery, but in fact 
for delivery 3 months hence. 

The other people, the other sellers sold for cash, and they made those 
people deliver. 

Mr. JoHnson. Delivered on time. 

Mr. Extis. So they did what they were paid for. Cargill did not. 

Senator Youne. That is the way it should all have been handled, it 
seems to me, the way the purchases were from the other companies. 

Mr. Weirzet. Our point is that it should have been handled that 
way, requiring delivery when promised or else there should have been 
a future purchase or a modification of that, as Mr. Ellis said in his 
report of from 4 to 6 million bushels, which could have been acquired 
by the Corporation on the basis of a future quotation or a “to arrive” or 
deferred delivery basis at prices approximately 8 cents over the Min- 
neapolis May futures for delivery f. o. b. Duluth. And if they had 
been made on that basis there would have been a saving of between five 
hundred thousand and six hundred fifty thousand dollars to the Cor- 
poration, or, depending on the state of the market, up to $1 million. 
And the possibilities of a profit under a set of circumstances similar 
to those afforded Cargill were outlined by members of the grain trade 
who were unanimously of the opinion that the circumstances would 


have placed any vendor in a position of distinct advantage. 
The advantage was variously described as a “put,” a “cinch,” and a 


ar 


“sure thing. 

And this is an important point, too, we feel that the report, the 
facts established that the experienced and expert officials of the 
Commodity Credit Corporation must have possessed at all times full 
knowledge of the significant factors involved in the transactions with 
Cargill and of the consequences of actions taken by them. 

The Cuatrman. In making your estimate of what could have been 
saved, did you consider the difference in freight rates that had to be 
paid on all-water, which was controlled by Cargill ? 

Mr. Exuis. Yes. 

The Cuarrman. That you say was 11 cents in some cases cheaper 
than freight and water ? 

Mr. Exuts. No, no. 

Mr. Jounson. Three cents. 

Mr. Exusts. Theee cents on freight and water. 

The CuHatrMan. You had 30 cents. 

Mr. Jounson. All-rail. That is all-rail. 

Mr. Exuis. All-rail. 

The Cuarrman. All-rail? 

Mr. Exuis. Yes. 

The Cuatrrman. The other was 23 cents? 

Mr. Jounson. Lake and rail. 

The Cuatrman. And Cargill was 20 and 19 cents? 
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Mr. Jounson. Yes, sir. 

The Cuarreman. All-water ? 

Mr. Evuis. Yes. 

Mr. Jounson. Yes. 

The Cuamman. In making your estimate of what Commodity 
Credit could have saved had they bought cash and had it delivered t}y 
same day, you take this freight ditferential into consideration ? 

Mr. Jounson. We think they could still have saved $500,000 or $600, 
000 and still have gotten the benefit of the transportation agreement 
with Cargill, which would give them the 20-cent rate. 

The Cuamrman. Not for delivery in February. 

Mr. Exuis. No, but they did not want it in February. They did not 
ask for it in February. They merely paid for it in February. 

Senator Youne. I think that if an investigation were made you 
would find Cargill was manipulating the rye markets at about that 
time, or a year or two afterward and doing a pretty good job of it. 

Senator Kem. Was this advantage given Cargill under the terms of 
a written contract / 

Mr. Exuts. Yes. 

Senator Kem. Who negotiated that contract / 

Mr. Exuis. Well, there was a series of contracts negotiated by Mr. 
Sundahl and Mr. Cole, certain directions from Washington. I want 
to point out those people. 

Senator Kem. Was it the same people that worked out the Norris 
City deal, worked this out ? 

Mr. Ex.is. This is the same firm. 

Senator Kem. I know it is the same firm, but is it the same people / 

Mr. Exuis. No. 

Senator Kem. The same lawyver—what is that lawyer's name that 
did a pretty good job? 

The Cuamman. Weston Grimes. 

Mr. Jounson. He participated in some of the negotiations. 

Senator Kem. His fine Italian hand is found here, too / 

Mr. Extis. I would not say that, but the sales made IT would say 
on the market at Minneapolis were closely controlled and directed 
from Washington. There were daily, practically daily telephone 
conversations, teletype reports, and everybody knew what was going 
on. There can be no claim that this was merely one transaction out 
of millions and a slip that passed in the night, and that sort of thing 
People obviously knew what was going on. In fact, there is some 
record evidence of discussions of that along in May, record evidence to 
show what was understood by the Commodity people. 

Senator Kem. Do you have any theory about what seems to be 
complacency on the part of the officials representing the Commodity 
Credit Corporation about this? 

Mr. Exuts. I am at a loss to explain it, quite at a loss. 

Senator Kem. You did not uncover in your investigation any seem 
ing explanation for that state of mind ? 

The Cratrrman. They are here to explain it. 

Senator Kem. Pardon? 

The Cuatrman. They are here to explain it, after they get through 

Senator Kem. I was asking them whether they have found in thei 
investigation any reason for this otherwise inexplicable course of 
conduct. 
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Mr. Exsas. I want to say perhaps our friends from Agriculture will 
explain their version. As 1 understand, it is that the transportation 
arrangement had nothing to do with the sale arrangement. It was a 
pure coincidence and none of their business where Cargill got its 


wheat. 

Senator Kem. What 1 was interested in is this. is there any evidence 
of any close working arrangement between Cargill officials and Com- 
modity officials ¢ 

Mr. Euuts. Well, of course, there is evidence that they knew each 
other real well and that sort of thing, but there was nothing criti 
cizable about that. Of course, they were the leading members of the 
trade. And, of course, they knew each other well. And, of course, 
they called each other by their first names and that sort of thing, vis- 
ited when the Cargill people came to Washington, of course they vis- 
ited the leaders of the commodity ‘branch here. I would expect that 
they would. . 

Senator Kem. And social as well as business relationships / 

Mr. Jounson. We do not know that. 

Mr. Exxis. I do not know any evidence of social, but do know of 
business relationships. I repeat, | am suggesting nothing improper 
about that. Cargill is the leading grain firm in the country. Com- 
modity is the leading grain purchaser, | suppose, in the country. Ob- 
viously, the people dealing daily over the years vet to know each other 
ind talk in first-name terms. 

Senator Kem. Your suggestion is that that relationship worked 
to the advantage of Cargill and the taxpayers paid the bill, is that it / 

Mr. Eu is. Very detinitely. And whether it is il coincidence or not I 
call the attention of the committee to the fact that this is the same 
Cargill as to which 2 weeks ago we reported the case about the stor 
ago of corn out at Norris City, IIL, which the committee considered 
very thoroughly a week ago, based on the investigation that our Chi- 
cavo office mace. 

Senator Kem. The same gentleman that negotiated this arrange- 
ment that negotiated that ? 

Mr. Extis. I understood you said Mr. Grimes, a Washington man 
of Cargill, did that negotiating. We do not know that he had any 
thing to do with this. 

The Cuatrman. He might have contacted somebody in the Depart- 
ment here, as you have indicated. 

Mr. Ex.ts. It is quite possible. 

Senator Kem. Mr. Grimes is engaged in both. Do you know any- 
body else ? 

Mr. Exuis. I do not know that he was engaged in these. I do know 
that the Minneapolis commodity office got directions from the com- 
modity office in Washington. That is as near as I can say. 

Senator Kem. I understood you to say that Mr. Grimes as attorney 
participated in the negotiation of both arrangements. 

Mr. Jounson. I said that the record in the Department shows that 
Mr. Grimes, as well as some other officials of Cargill, talked this 
Cargill arrangement over with Mr. MeArthur. 

Senator Kem. Who are those other officials / 

Mr. Jonnson. -Just a minute and I will establish that. 

Mr. Exszis. While he is looking for that, I want to point out this 
feature of both of those transactions. lf you will recall, the storage 
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agreement at Norris City, the significant thing was that no other 
company had such a favorable type of contract with Commodity. 
Only Cargill was so favored. Now we see here only Cargill. 

The CuHarrmman. What significance do you attach to the fact that 
Cargill owned and controlled the water route there as you have 
indicated to Albany—do you think that had any bearing? 

Mr. Exuis. Obviously, they were the people who had the cheapesi 
way to go, and everybody knew that. 

The Cuarrman. Might it not be that Commodity Credit officials 
were influenced by that fact ? 

Mr. Exuis. They were, undoubtedly, influenced by that fact, actu- 
ally, to ship the goods by that means in May. As I said before, that 
was the cheapest way to get them down there. And so far as shipping 
is concerned, it is fine. 

The CHarrman. No wheat could have been shipped through that 
route, however, until May ? . 

Mr. Exuis. That is right, starting early in May. And that is the 
way it actually was done. It was shipped, about 1 million bushels 
every 10 days, starting in May and that lasted on through until the 
end of July. 

The Cuarrman. Your point really is that what Commodity Credit 
should have done was either to buy this wheat on the futures market 
and not on the spot market or buy it in May for May shipment? 

Mr. Exits. They could have done it the same way Cargill did it. 
That is what Cargill did. Cargill went short. 

Mr. Jounson. No, no, that is not quite right. We are not saying 
that they should have bought the wheat in May for May shipment. 
We are saying that during February and March they could have 
bought wheat on the basis of the futures price for May delivery. 

The CuarrmMan. You say, however, that the bulk of the Commodity 
Credit Corporation wheat is always bought on the spot market ? 

Mr. Exuis. Exactly. 

The Cuarrman. And do not trade in futures? 

Mr. Exuis. They do not usually, but they can. 

The CHarrman. It is against the policy of the Commodity ? 

Mr. Exuts. They say so, but they do so occasionally. 

The Cuarrman. Can you cite instances ¢ 

Mr. Exuis. Yes, sir. 

The Cuarrman. Many ? 

Mr. Euuts. Several. 

The Carman. What percentage of the wheat purchased for for- 
eign shipment or purchased by the Commodity Credit Corporation 
is other than spot market; do you know ? 

Mr. Jounson. Very little. 

Mr. Etuis. Obviously, very small. We say we know several in- 
stances in which that so-called policy was not followed. 

Mr. Correr. There is no inhibition against their doing it by law 
that you know of ? 

Mr. Jounson. No. 

Mr. Exits. Not so far as I am aware. 

The Cuarrman. It is a policy? 

Mr. Ex.is. It is interesting, of course, to conjure that position. It 
sounds for a moment as if we are saying that Commodity is not sup- 
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posed to be a gambler and not supposed to go into the futures market, 
but let us stop to consider. When they did actually make a contract 
in February and settled on a price for goods of any kind, wheat or 
what have you, to be delivered 3 months later , that is gambling, be- 
cause no man knows in February what the May price would be. 
Maybe that would be good or bad. Inevitably, we gamble. 

The Cuamman. You stated in your testimony a while ago that the 
spot market in May was higher than it was in February. 

Mr. Exxis. It was about the same, but in any event nobody knew 
in February what the market was going to be in May. They did know 
in February what the then May futures price is. They did then make 
an arrangement. And they did then make an arrangement for some- 
thing they did not get. 

The Cuatrman. In order to do that they would have had to engage 
in futures purchases ¢ 

Mr. Exxis. Yes, or a variance of that. I believe they call it “to 
arrive.” 

Mr. Jounson. They knew in February that they could get wheat 
based on the futures price, if they had delivered after the May options 
were exercised. 

Senator Kem. Do I understand this is done pursuant to a written 
contract ¢ 

Mr. Exxis. Confirmed, shall we say, by written contract. 

Senator Kem. Have you got that contract so that it can be put in 
the record for study ¢ 

Mr. Jounson. It consists of those two letters. 

Mr. Exxis. We have the record on pages 24 and 25 at which the final 
confirmation which changed the purchase arrangements—the pur- 
chases were not made on a basis of that character—you understand 
purchases are made orally and then confirmed by a letter. 

Senator Kem. It seems to me desirable that those contracts be made 
available to the members of the committee who want to study them. 
If they are available in your report, and the members of the com- 
mittee are going to be furnished that report, why, that would be 
sufficient, I should think, but otherwise I suggest they be put in the 
record. 

The Cuarrman. Would you indicate what portion in your report 
deals with the contracts, so that we can have it placed in the record at 
this point? I do not suppose each member will be furnished a copy 
of that report. 

Mr. Exxis. The committee is welcome to as many as you wish. 

The CuamrMan. Suppose you mark out in answer to Senator Kem’s 
question that portion of the report which deals with the contract and 
hand it over to the reporter, so that it will be put in the record at 
this point. 

Mr. Exits. Yes. I think what you want really, the actual copies 
of the forms which I would like to supply, right along with that, if 
[ can get them later or, perhaps, our friends in Agriculture. I am 
sure they are available. 

(The specific information requested was not made available but 
there is set forth below a summary of the General Accounting Office 
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report relating to the 1949 wheat purchases and transportation con 
tract with Cargill Ine. by the Commodity Credit Corporation :) 


Exutpsir No. 73 
SUMMARY 
I. BACKGROUND INFORMATION 


1. Basis of investigation 

Office of Investigations, GAO, ordered by Comptroller General to make full 
and complete investigation. 

1949 audit of Minneapolis commodity office disclosed series of questionable 
transactions with Cargill, Inc., Minneapolis, Minn., a firm engaged in trading 
and storing rain, ete. 

Transactions discussed with Department of Agriculture officials resulting in 
an investigation by the Compliance and Investigation Office of PMA. Copy of 
the report made available to GAO and cited as supporting propriety of the 
transactions. Review of the report gave support to original GAO allegations 
B. Creation, purposes, and authority of Commodity Credit Corporation 

Corporation originally under Delaware charter. Given a Government charter 
within the Department of Agriculture by Commodity Credit Charter Act, Public 
Law S06, Eightieth Congress. 

Stated purpose is to stabilize, support, and protect farm income and prices, 
to assist in the maintenance of balanced and adequate supplies of agricultural 
commodities, to assist and facilitate the movement and distribution of agricul 
ture commodities, ete. 

Powers of the Corporation are set forth specifically in the law. 


C. Price-support program 

The price-support program is designed to protect farm income and is accom 
plished primarily by either direct purchases from the farmers or by loaning 
money to the farmer and taking a lien on the particular crop offered for loan. 


D. Supply program 

The Corporation supply program in 1949 was chiefly concerned with supplying 
wheat requirements for ECA, for foreign governments, and Army needs in Europe 
and Asia. A different procedure was used in each of the three cases. ECA and 
foreign government requirements were definite and specific whereas Army re 
quirements were “allocated” by the Corporation and were flexible and adjustable 


KN. Generaiwheat situation, 1949 

Exports controlled by the Corporation: 500,000,000 bushels of wheat and 
200,000,000 other grains set as export goal; shipments, 50,000,000 bushels behind 
as of January 1, 1949. 

1948 wheat crop largest in history. Carry-over (to July 1, 1949) estimated 
at 800,000,000 bushels. 

1949 wheat crop prospects (in spring of 1949) were excellent. 

Loau and purchase agreement wheat on December 31, 1948, estimated at 235, 
000,000 bushels and 108,000,000 bushels, respectively. 

The Senate Committee on Agriculture and Forestry held hearings on February 
8,9, and 10, 1949, to discuss possible action to protect farm prices. 


II. MINNEAPOLIS COMMODITY OFFLCE OPERATIONS 


1. Operating policies 

Corporation operating policies established by dockets of Board of Directors 
in conjunction with PMA commodity units. Program operations carried on by 
PMA commodity offices throughout the United States. 


B. 1948 purchase program 

1948 supply purchases from January through June totaled approximately 16 
million bushels of wheat. Cargill, Inc., sold slightly less than one-half this 
total. 

Cargo Carriers, a subsidiary of Cargill, transported Corporation wheat from 
Duluth to Albany with deferred delivery dates from 20 to 30 days, 
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1949 supply program quota 
Corporation continued supply program buying in late 1948 and early 1949. 
Shipments made by rail to seaboard. 
On January 28, 1949, supply quota estimated at 100 million bushels of which 
9° million bushels was allocated about February 1, 1949, to Minneapolis market- 
ing area. 


D. 1949 purchase data 

From January through May 1{49, wheat purchases totaled slightly over 24 
million bushels. Cargill, Inc., sold 11,700,000 bushels, balance sold by approxi- 
mately 16 other vendors. 

49 contracts totaling 10 million bushels calling for Duluth delivery on or 
before April 15 or 25 were canceled; 5 contracts totaling 10 million bushels 
calling for Albany, N. Y., delivery during period May 1 to July 21 were written 
to replace the original 49 contracts. 

Cash premiums were from 15 to 23 cents over Minneapolis May futures. 

Albany prices ranged from $2.43% to $2.50% including transportation con- 
tract differential of 1814 cents. 

RB. Buying instructions from Washington 

William MeArthur, assistant chief, Grain Branch PMA, directed and super- 
vised wheat-purchase program. Minneapolis commodity office director, James 
4. Cole, secondarily responsible. 

1. Instructions prior to December 31, 1948.—Hours 9 a. m. to 11 a.m. Offers 
accepted by telephone. Same prices paid for Minneapolis or Duluth delivery. 
Protein seale up to 13.50 only. 

On December 31, McArthur authorized March 31 delivery at Duluth if price 
did not exceed 10 cents over the loan ($2.26 Minneapolis). 

2. Instructions subsequent to January 1, 1949.—Buying instructions stated 
in relation to price of Minneapolis May futures. 

From January 1 to February 7, 1949, prices generally from 5 to 11 over Min- 
neapolis May for March 31 and April 15 deliveries. 

Beginning February 7 higher protein, higher premiums, and delivery to April 
15 authorized. Additional buying hours authorized. Aggressive buying based 
on “following the market” authorized. 

During March, April, and May volume and price authorized in relation to 
loan values. 

F. Mechanics of buying 

Commodity Operations Division received offers by telephone. Corporation 
maintains no representatives on the floor of the Minneapolis Grain Exchange. 
Responsibility of the buyer in accepting offers by telephone to establish that price, 
etc., Was in line and on proper basis. 

Telephone agreements confirmed in writing (Forms MO-341). 

G. Buying policy regarding delivery 

Early season purchases made for immediate delivery and utilized on rail 
shipments. Minneapolis “in store” and all types of Duluth purchases until 
approximately February 15 were shipped by railroad. 

By February 24 practically all purchases were made basis f. o. b. Duluth/Supe- 
rior with delivery on or before April 15. 

On March 31 delivery to April 25 authorized 

On April 21 delivery to April 30 authorized. 

On April 29 delivery 10 days authorized. 

On May 31 immediate delivery only authorized. 


Ill. TRANSPORTATION FACILITIES, RATES, AND THE CARGILL TRANSPORTATION CONTRACT 


i. Transportation facilities and rates 


1, All-rail.—All-rail is most costly method of shipment from Minneapolis area 
to the eastern seaboard. Minneapolis commodity office shipped considerable 
quantities all-rail during January and February 1949, and minor quantities in 
March. Destinations were Weehawken, Jersey City, Boston, and Baltimore. 

No boxear shortage in Minneapolis area in early 1949. 

rransportation costs on grain involve charges in addition to rail rates. All 
charges on all-rail shipments from Minneapolis and Duluth/Superior to eastern 
seaboard (Boston, Jersey City, Baltimore, ete.) computed at approximately 
60 cents for in-store and 29 cents for f. o. b. purchases. 


20554 oe pt. 2 
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2. Lake and rail.—Lake and rail shipments by the Minneapolis commodity 
office involve Great Lakes shipment by boat from Duluth/Superior to Buffalo 
and then rail shipment to the eastern seaboard. 

No shortage of boat bookings in early 1949. Boat rates were approximate|, 
7 cents per bushel. Competitive market. 

Most purchases in February and March were made in anticipation of utilizing 
lake shipping. Delivery dates generally deferred to March 31, April 15. 

All charges on lake and rail shipments from Duluth/Superior to easter 
seaboard computed at approximately 23 cents for in-store and 22 cents for f. 0. b 
purchases. 

3. All-water.—Cheapest method of grain transportation to seaboard from 
Duluth/Superior to Oswego, N. Y., by lake freighter and then to Albany, N. 
by barge. This route controlled by Cargill, Inc. 

Elevator capacity at Oswego and barge capacity together with time requir: 
ments for round trip to Albany are important factors. Water conditions on the 
canal preclude use of barges prior to about May 1. 

Cargill's all-water facilities offer a rate of 20 cents for in-store and 18% cents 
for FOB purchases. These rates are comparable to 23 and 22 cents on lake and 
rail and 30 and 29 cents on all-rail. The use of Cargill’s all-water facilities were 
advantageous on a cost basis and desirable if export goal was to be attained. 


B. Wheat transportation contract made with Cargill, Inc. 

Corporation contends transportation contract and purchases had no relation: 
that changes did not constitute deferral of delivery; and that the result was 
advantageous to the Government. 

Determination was made that the sales by Cargill were definitely related to 
the transportation contract and that the subsequent happenings resulted in a 
“false” savings to the Government. 

Written proposal by Cargill on February 24, 1949, and accepted by Corporation 
on March 18, 1949. Similarity of terms and statements by principals establish 
that contract negotiations began prior to the date of first significant wheat pur 
chases from Cargill, Inc. 

Cargill was advised on March 9, 1949, that contract would be signed. 

Cargill had every reason to expect a transportation contract for the 1949 season 
and began negotiations in the winter of 1948 and followed up periodically unti! 
successful. 


IV. CASH WHEAT AND FUTURES PRICES AS RELATED TO CARGILL TRADING ACTIVITIES 


A. General 

“Cash,” “futures,” “forward or deferred delivery,” “to arrive” are methods of 
wheat acquisition which are given consideration by traders. 

“Spring wheat” area normally considered to be that which trades on the Min 
neapolis market. “Northern spring wheat” is a deliverable grade for settlement 
of futures contracts on the Chicago as well as Minneapolis market. Futures 
market is a trade method for hedging or insuring against the risk of producing, 
marketing, milling, or otherwise handling grain. Cash wheat denotes the market 
value for immediate and physical delivery. 


B. Cash wheat 

Cash wheat prices reflect need for wheat within a few days. Cash wheat is 
wheat in nearby or terminal position as compared with wheat on the farm or 
country position. Cash wheat prices are related to futures quotations. 

When premium is paid for cash wheat it is known in the trade as reverse carry 
ing charge and indicates abnormal situation. Under normal conditions whea' 
purchased for future delivery sells at the rate of 1 cent per month per bushel 
over cash wheat because of the carrying charges. 

1. 1949 cash prices and premiums.—From January 1 to May 31, 1949, cash prices 
at Minneapolis (for No. 1 Northern Spring) ranged from a low of $2.13 on Feb 
ruary 8 to a high of $2.34 on February 25 and April 14. Subsequent to February 
8 aggressive buying by the Corporation boosted the price above $2.30. Controlled 
buying by the Corporation thereafter kept the price within a few cents of $2.30 
At the maturity of the loan, April 30, the price was $2.24. 

Cash premiums exclusive of protein were 6 cents early in January but soon 
thereafter went to 19 cents, reached a high in February of 23% cents, and 
averaged about 20 cents during March. In April the premium started at 18 cents 
and declined to 10 cents near the end of the month, Smaller premiums were paid 
until the maturity of the May futures contracts. 
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® The Corporation as a factor in cash prices.—Trade members and trade pub- 
liecations were in complete agreement that Corporation buying was the principal 
factor in establishing and maintaining cash prices and premiums in 1949. Trade 


publications attributed motive as price support. 

3. Cash premium indicates necessity of immediate delivery—Trade members 
all agree there is no necessity or reason for paying a cash premium unless the 
wheat must be available before the next futures contract month. Large supply 
buyers of private companies delay purchases during periods of high cash pre 
miums to the greatest possible extent and use futures contracts for acquiring 
needs. Cash premiums paid to Cargill who acquired the wheat to fill the com- 
mitments on a “to-arrive” basis. 

4, Cash purchases disruptive to market—Cash purchases have been defended 
on the basis of inability of Corporation to acquire wheat on futures basis with- 
out disrupting futures market. Grain trade members advised that several alter- 
native methods based on futures prices could have been used by Corporation 
without disrupting market 

It was opinion of those interviewed that Corporation disrupted the cash 
market far more than it would have disrupted the futures market with condi- 
tions existing as they did in 1949 

Purchasing power of over 20 million bushels concentrated on the Minneapolis 
wheat market in a period of about 3 months drove many buyers out of market 
and restricted many others to only imperative and immediate needs. Letters of 
protest are of record in Minneapolis commodity office. 

5. Corporation apparently “taken in” as to price by certain traders.—Corpora- 
tion buyer, H. G. Sundahl, advised PMA Grain Branch officials, John Tripp and 
William McArthur, on February 17, 1949, that Corporation policy of aggressively 
“following the market” was creating a situation whereby sellers were able to 
advance the price on a few carloads and then sell the Corporation huge quanti- 
ties at the increased price. 

Reaction of McArthur was “So if it looks like a fair justification—why go 
ahead.” 


C. Futures 

1. Prices and trading, three futures markets, Chicago, Kansas City, and Min- 
neapolis.—85 percent of total United States volume traded at Chicago. Min 
neapolis futures consequently comparably small. Four futures contracts months 
for wheat in Minneapolis market—May, July, September, December. 

Minneapolis considered a “contract” market. Never been a futures contract 
default on the Minneapolis Exchange. 

May futures prices from January 1 to May 31 ranged from $1.89 on February 
9 to $2.29 on May 16. May and July futures were both traded at prices below 
cash because of several factors, such as adequate supplies on hand, impending 
large take-over of the loans, excellent crop prospects for coming season, etic. 

2. Buying to-arrive or on deferred-delivery.—To-arrive or deferred-delivery 
contracts are negotiated between seller and purchaser based on both futures 
quotations and cash prices. Both types of contracts are generally in use by the 
trade and enable sellers to obtain market premium for protein. 

All elements of time and price are considered by the parties under such con- 
tracts. Deferred-delivery contracts may be specified for any period of time either 
before or beyond the next futures month. If price is beyond the next futures, 
deferred-delivery contracts are usually made at 2 to 3 cents over the futures, 
Minneapolis basis. 

5. Corporation policy regarding futures options.—Minneapolis Office Director 
Cole stated futures contracts or basis had not been used because Minneapolis 
Grain Exchange had requested Corporation not to do so. 1944 incident was 
cited as the basis for this action. 

Significant facts relating to this policy indicate 1944 and 1949 conditions 
were quite different. Also that leading members of the grain exchange stated 
they would have welcomed the opportunity in 1949 to deal on a futures basis 
and that if such had been done 5 to 6 million bushels could have been pur- 
chased at a few cents over futures prices without disrupting the market and at 
a substantial savings to the Government. It was further determined by in- 
vestigation that in September 1948 the Minneapolis office purchased approxi- 
mately 1 million bushels of wheat, most of it at 1 cent over the September 
futures, from General Mills, Inc, 

4. Settlement of “futures” contracts prior to maturity.—Corporation officials 
contend Cargill did not take advantage of futures prices, to acquire wheat for 
delivery on Corporation contracts and base their conclusion on statistical re- 
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ports which show only 180,000 bushels were delivered against the May options 
Because of the many methods known to grainmen by which settlement may be 
effected prior to close of the contract month, the statistical material with regard 
to delivery is irrelevant and meaningless. ‘ 

5. Possible acquisition (volume).—It was the concensus of grain-trade men 
bers that approximately 4 to 6 million bushels of wheat could have been ac- 
quired by the Corporation at prices based on futures quotations. 

Possible impact on the futures market for this volume would have been 
absorbed without any disruptive effect and action would have effected a sub 
stantial savings for the Corporation. 


D. Cargill's trading activities 

Statistical records submitted to the Commodity Exchange Authority in a 
cordance with the provisions of the Commodity Exchange Act have been analyzed 
with regard to Cargill’s dealing in cash grain and wheat futures. Analysis 
indicates that trading activities and wheat position of Cargill have a marked 
and pertinent relationship of sale of wheat to the Corporation. Records in 
dicate that transactions with Corporation during first 6 months of 1949 were 
predominating influence in Cargill’s wheat procurement and futures trading 
activities for that period. 

At the beginning of the questioned period, January 7, 1949, Cargill reported 
an over-all short cash position of 744,000 bushels and a short position in the 
Minneapolis May fiftures of 1,340,000 bushels. From February 14 to 17, during 
which time Cargill sold 4 million bushels to the Corporation for April 15 delivery 
at Duluth. Cargill increased their net short cash wheat position to 4,428,000 
bushels. During the period February 14 to 17, Cargill reversed its short posi- 
tion in May futures and established a long position in Minneapolis and Chicago 
of 1,792,000. As of February 18, Cargill’s over-all short uncovered position was 
2,636,000 bushels. 

On date of execution of transportation contract, March 18, 1949, Cargill sales 
to Corporation totaled 6,565,000 bushels. As of this date, Cargill had a net 
short cash position of 8,228,000 bushels but had a long May futures position of 
5,335,000 bushels, so that their over-all short position aggregated 2,893,000 
bushels. 

By the original delivery date, April 15, sales to Corporation totaled 9 million 
bushels. As of this date, Cargill had a net short cash position of 6,824,000 and 
a long May futures position of 3,189,000, resulting in a net short over-all position 
of 3,635,000 bushels. 

By April 15 Cargill started a trend which changed their May futures position 
from a long toa short. The change-over was rapid and by May 20 all Minneapolis 
May futures contracts had been sold and a short May futures position estab- 
lished in the Chicago market to the extent of 4,330,000 bushels. 

As of May 20 Cargill had a net short, both cash and futures, position of 
5,826,000 bushels. This short position continued but decreased slowly until 
July 1, 1949. 

In summary Cargill went short the wheat sold to the Corporation, took a 
very definite over-all short position, obviously intending to take advantage of 
the time element and lower futures quotations and to acquire wheat stocks at 
a later date. 


Vv. ANALYSIS OF THE PMA OFFICE OF COMPLIANCE AND INVESTIGATION REPORT AND 
CORPORATION'S CONCLUSIONS 


Compliance and investigation report submitted to General Accounting Offic: 
as conclusive evidence of proper action in connection with Cargill transactions 

Report given consideration by General Accounting Office and interpreted as 
supporting original allegations. Report also interpreted in many respects as 
inaccurate and misleading. 

Full coverage of many questions, aspects of the sales, and transportation 
contract with Cargill not given. Corporation’s contention that changes in con 
tracts were purely a transportation matter is entirely illogical and was not so 
considered by Cargill officials. 

Statements by Smith and McArthur that difficulty would have been en 
countered in obtaining required quantities of wheat necessary to meet shipping 
schedules if subject purchases had not been made appears to be contrary to 
facts existing at the time because seaboard liftings were millions of bushels 
behind schedule, 
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While the Compliance and Investigation report states that, “take-over” wheat 
quantities would not be known or available until June or July, GAO investiga 
tion shows telephone and teletype advice as to available quantities was furnished 
to Washington office early in May. The statements by Corporation officials that 
“take-over” wheat could not have been placed in a position for use under export 
program appears to be contradictory to the actual happenings with regard to 
other types of grains, particularly oats, barley, and rye. Quantities of these 
grains, Which were taken over as of April 30, 1949, were scheduled for shipment 
to the seaboard and lifting from such points during the month of May. If a 
planned effort had been made to use “take-over” wheat for shipment to sea 
board for export purposes, it is quite apparent it would have been possible 
to do so. 

Procurement of grain through futures-market facilities and prices, which 
is said to be a circumvention of the Department of Agriculture ruling against 
lealing in futures and is said to be objectionable, is not only approved by 
eading members of the grain trade but has, in fact, been practiced by Kansas 
City commodity office on several occasions and Minneapolis office on at least 
one occasion in September 1948 

Statements by Corporation officials that the method of acquisition followed by 
the Corporation did not have an upsetting effect on the market, whereas use of 
futures would have disrupted market, is contrary to factual evidence and ob 
servations of grain-trade members. Upsetting influence on cash market was 
as great as influence might have been on futures market if that means had 
been used to acquire wheat 

{ review of transportation rates indicates clearly that, if all other factors 
were given proper consideration, use of Cargill facilities to Albany, N. Y., would 
result in a transportation savings to Corporation. While these savings are 
apparent, the Compliance and Investigation report fails completely to detail 
or to acknowledge benefits and advantages to Cargill. The net result to the 
Corporation shows that while they took advantage of a 2'4- to 314-cent saving 
on transportation, they unnecessarily paid at least 8 cents and perhaps as much 
as 18 cents per bushel for approximately 4- to 6-million bushels of wheat pur 
chased from Cargill 

It is implied in the Compliance and Investigation report that Corporation 
honestly intended to take delivery on the call dates originally specified. Facts 
subsequently developed show this was not the case. 

Cargill's and other trader's facilities to handle grain through Duluth to the 
east coast, together with their limiations, were known to Corporation officials 
Vendors to the Corporation other than Cargill were required to observe original 
call dates, and the bulk of such wheat was shipped from Duluth during March, 
April, and May 

Restrictions conce ng trading in futures during 1944 which are set forth 
by Corporation officials as reason for not dealing in futures in 1949 were not 
pertinent. Grain-trade members expressed desire to help Corporation acquire 
wheat on a futures basis and further stated 4- to 6-million bushels could have 
been secured based on May 1949 futures at a considerable savings to the Gov 
ernment and without disrupting futures prices. All grain-trade members agreed 
that any prudent grain buyer would have switched from cash to futures in an 
effort to secure the lowest price 

Impact of futures buying by the Corporation would have lessened impact on 
cash purchases. Disruptive effect of futures buying could not have been too 
noticeable inasmuch as vendors to the Corporation hedged their sales in futures 
market, 

Corporation concern that purchases on a futures basis could not have secured 
high protein wheat appears unwarranted. Records indicate “75 pereent of 
the wheat was running 14 percent.” “To arrive’ and “deferred delivery con- 
tracts’ could have been negotiated providing for high protein wheat. 

Compliance and Investigation report indicates interviews with grain trade 
members were based on acquisition of from 20 to 25 million bushels instead of 
lesser amount. 

Corporation official’s statement, based on Minneapolis Grain Exchange settle 
ment statistics, that Cargill did not use futures contracts to acquire wheat for 
delivery to Corporation, while true, is meaningless 

Careful analysis of the PMA Compliance and Investigation report indicates 
that a thorough and completely objective investigation was not made 
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VI. OPINIONS OF GRAIN TRADE MEMBERS 


A. Don A. Stevens, General Mills, Inc. 

Mr. Stevens stated high cash premiums in early 1949 were created by Corpora. 
tion and were unnatural. 

Believed Corporation was following predetermined policy formulated in Wash 
ington with objectives other than procurement of wheat at best possible prices 

Mr. Stevens stated: “It is ridiculous to think that a grainman in private trade 
would pay a cash premium for grain not required immediately in a situation 
when futures are quoted at a substantially lower price. If I did it, personally, | 
would lose my position.” 

Believes trade members would prefer Corporation to operate in accordance 
with normal trade practices so long as they are in the grain business. 

Purchases on future delivery contracts would not have disrupted futures 
prices as much as the Corporation's cash wheat buying disrupted cash prices 
Five million bushels of wheat could “very easily” have been purchased on the 
Minneapolis May futures without seriously influencing prices. 

All grain procured based on futures prices is not recorded in final contract 
delivery totals; therefore, the fact that only 180,000 bushels of wheat were re 
ported delivered on Minneapolis May futures is meaningless. 

Corporation can and does trade on futures basis. 

A 1948 trade based on September futures for approximately 1 million bushels 
of wheat cited by Mr. Stevens. Details of the trade show that Corporation pur 
chased on the basis of 1 cent over Minneapolis September futures, Minneapolis 
delivery, and 6 cents over Minneapolis September futures, Duluth delivery. 


B. Norman Ness and Percy Hicks, International Milling Co. 

Corporation could profitably acquire wheat at prices based on futures quota 
tions whenever cash premiums are high. Any rise in futures prices would be 
offset by corresponding decline in cash prices, and net result would be cheaper 
wheat to the Corporation. 

In spring of 1949 Corporation could have purchased 5 or 6 million bushels of 
wheat at prices based on the futures quotations. This could have been accom- 
plished on deferred delivery contracts at approximately 3% cents over the 
Minneapolis May futures for Minneapolis delivery or 8% cents over the Minne 
apolis May futures for Duluth delivery. 

Mr. Hicks stated he believed there would have been no serious effect on the 
Minneapolis May futures had the Corporation entered into deferred-delivery 
contracts to the extent of 5 or 6 million bushels. 

Minneapolis wheat transactions are hedged in the Minneapolis and Chicago 
markets. Chicago hedges are later lifted or transferred to Minneapolis when 
prices adjust. Impact of local transactions is, therefore, not always felt in 
Minneapolis futures quotations. 

Nearly all vendors to the Corporation in 1949 were using futures for hedging 
operations. 

Corporation buying activities in January, February, and March, 1949, presented 
very attractive opportunities for vendors to go “short” the wheat. High cash 
premiums 18 to 20 cents above futures quotations encouraged vendors to take 
a chance on securing wheat at a later date at a reduced price. 

Mr. Ness stated that a grain firm which sold wheat to the Corporation at 
high cash premiums and reasonably believed that delivery would be deferred 
until after maturity of the May futures contracts had a “put” (defined as a 
“cinch” or a “sure thing” in which the vendor cannot lose). 

Time is of great importance in grain-trade dealings, and delayed delivery 
is a distinct advantage to the vendor in all cases. 

Payment of cash premium with 60-to-90-day delayed delivery extending be 
yond the next futures month unheard of in the grain trade. 

“Handle” of grain usually worth one-fourth to one-half cent per bushel in 
making prices ; therefore, transportation contract holders have decided advantage 
in sales. 

International Milling Co., Russell-Miller Millling Co., and Cargill, Inc., are 
keen competitors in grain movements from upper Midwest to eastern seaboard. 
Cargill has little or no competition when Albany is utilized for seaboard 
iftings 

Because of the transportation contract, Cargill undersold competitors by one- 
half cent per bushel. 
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C.J. A. Bolton, Atwood-Larson Co. 

Mr. Bolton stated prudent grain buyer would not have continued to pay high 
cash premiums except for quantities needed for immediate delivery. 

Beyond immediate needs purchases should have been made on the basis of 
May futures quotations. Change in buying tactics would have relieved pressure 
on cash premiums. 

Four to five million bushels of wheat could have been acquired at or near the 
Minneapolis May futures quotations. Futures prices may have risen to some 
extent but a judicious buying program would have forestalled any drastic market 
impact. 

Deferred delivery contracts based on Minneapolis May futures could have 
heen made at a premium of 2 to 5 cents for Minneapolis delivery and 5 to 6 cents 
for Duluth delivery. 

Transportation and elevation arrangements could have been made in advance 
so that deliveries at Duluth would have started the middle of May and shipments 
could have been made from Duluth shortly after May 31. 

D. Carl C. Farrington, Archer-Daniels-Midland Co. 

Mr. Farrington, former vice president of Commodity Credit Corporation and 
Director of PMA Grain Branch, stated it is ordinary trade practice to ask 
for price adjustment if deliveries are deferred. 

Mr. Farrington stated that in 1949 a vendor who sold cash wheat to the Cor 
poration made a nominal profit if he actually had wheat at the time of sale and 
made a large profit if he sold cash wheat short. 

Mr. Farrington stated approximately 5 million bushels could have been pur- 
chased based on Minneapolis May futures quotations at approximately 8% cents 
over the futures for Duluth delivery. 

Mr. Farrington stated the Corporation purchased wheat at Kansas City on the 
basis of futures quotations when he was Vice President of the Corporation. 

Mr. Farrington stated the 1948 wheat crop in the Minneapolis area was a 
high-protein crop and the Corporation was paying protein premiums in order to 
get wheat, not because it especially desired high protein or had commitments 
o export them. 

BR. W.L. Brisley, Ruesell-Miller Villing Co. 

Mr. Brisley stated that undoubtedly the Corporation could have contracted for 
wheat at prices less than the cash premium and probably at a price equidistant 
from the cash and the futures on the basis of deferred delivery contracts 

Hedges could have been placed in both Minneapolis and Chicago markets in 
order to minimize the impact on the Minneapolis May futures. If such a policy 
had been followed, it would have relieved pressure on the high cash market and 

d to a minimum the criticism leveled at the Corporation for causing a tight 
syueeze in the cash. 

The most judicious program Mr. Brisley stated would have been a combination 
of cash and deferred-delivery contracts. He believed 5 or 6 million bushels 
could have been purchased on deferred-delivery contracts at 9 cents over 
Minneapolis May futures for Duluth delivery. 

An urgent need for wheat should be the only reason for paying high cash 
premiums 

Grain sales are made on highly competitive basis, and under certain condi- 

ns sales are made on which no profit is expected except on the handling of 
the grain 

Russell-Miller Milling Co. maintains large facilities at Buffalo and Duluth and 
competes on fairly even terms with International Milling Co. and Cargill, Inc., 
between such points 

Mr. Brisley stated it was definitely advantageous for any firm to have a large 
transportation contract with the Corporation and it not only assures the firm 
that its elevator facilities will be utilized throughout the season but provides a 
place to sell its wheat. 

F. BF. &. Ferguson and H. C. Eicing, Kellogg Commission Co.; R. H. Hegman, 
itlantic Elevator Co.: Ralph C. Bagley, George C. Bagley Elevator Co. 

All agreed that any grain not needed by the Corporation before maturity of 
the May contracts could have been purchased within a few cents of the futures 
prices by means of deferred-delivery contracts. 

Mr. Hegman stated Corporation was buying high-protein wheat to promote 
sales in ECA countries. Mr. Ferguson was of the opinion high-protein wheat 
was not required to meet ECA commitments. 
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All men agreed Corporation could save by using futures when cash premiums 
are high. Mr. Ferguson stated that the firm selling cash grain in 1949 had used 
Minneapolis and Chicago May futures for hedging purposes. 

Mr. Hegman and Mr. Bagley believed that January, February, and Mare} 
vendors who were required to make delivery in April had worked out some very 
remunerative transactions considering high cash premiums and the time allowed 
for making deliveries. 

Mr. Hegman remarked that vendors who had gone short the wheat “had a 
cinch.” 

G. Allan Q. Moore and Bernard L. Adomeit, Pillsbury Mills, Inc. 

Mr. Adomeit stated the Corporation could have purchased 5 or 6 millior 
bushels of wheat through means of the May futures and saved approximately, 
15 cents per bushel in view of the high cash prices—18 to 20% cents over th 
futures. 

Both Moore and Adomeit agreed the futures would probably have gone vw, 
some and that the cash would have gone down but that if purchasing had beer 
spread over about 2 months futures prices would not have been affected to an) 
appreciable extent. Mr. Adomeit stated prices would not have been affected at a! 
if the trade had been forewarned by the Corporation of their intention to buy 
or 6 million bushels. If such warning were not given, however, traders would 
fear unlimited purchases by the Corporation because of potential buying power 

Wheat of ordinary proteins would have been obtained on futures deliveries but 
in 1949 most wheat was high protein and was bringing good premiums in the 
cash market. 

H. James F. Mullin—Leval & Co. 1 

Mr. Mullin stated that when wheat is needed for immediate requirements what 
ever price is necessary to obtain the wheat must be paid. If not needed imme 
diately, purchases should be postponed as long as possible in an effort to secure 
a lower price. The urgency of filling commitments should be the only reason 
for paying high premiums. 

Mr. Mullin stated that purchases made in February and March for deferred 
delivery into June and July could have been contracted for at 2 cents over the 
Minneapolis May futures for Minneapolis delivery. Grades and proteins could 
have been made a part of the contracts. Wheat could have been purchased in the 
same manner for Duluth delivery at approximately 8% cents over Minneapolis 
May futures. 

Mr. Mullin stated 4 or 5 million bushels could have been secured based on fu 
tures without a disruptive effect on the market. Purchases in both cash and 
futures would have had an equalizing effect. 

Members of the trade buy only immediate requirements in a high cash market 
and purchase futures for delayed needs. 

Mr. Mullin stated purchases made in February, March, and April for April 15 
or 25 delivery which were subsequently deferred for delivery until May 1 t 
July 20 could not be considered on the basis of urgency. 


VII. INTERVIEWS WITH PRODUCTION AND MARKETING ADMINISTRATION OFFICIALS 
AND WITH OFFICERS OF CARGILL, INC. 


A. Interviews with PMA officials—Minneapolis 

Minneapolis Commodity Office Director James A. Cole stated transportatior 
contract negotiations were started during winter of 1948-49. Mr. Cole acknow! 
edged familiarity with Cargill facilities and limitations in transporting grain 
to Albany because of prior contracts. Advantage of Cargill in transportation 
to Albany inherent because of position in the trade. Obvious advantages of a 
transportation contract in matter of wheat sales reluctantly admitted by Mr. Cole 

Mr. Cole did not know and was not concerned with origin or various move 
ments of Cargill wheat prior to delivery in Albany. 

Mr. Cole accented the details of the 1944 case reported in the Compliance and 
Investigation report and added that since such incident he had never considered 
negotiating for deferred delivery contracts or even suggesting them to his 
superiors. Mr. Cole was unable in view of this policy to explain his 1948 trade 
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of approximately 1 million bushels with General Mills, Inc., based on September 

1048 futures. He expressed doubt despite obvious information to the contrary 

that Kansas City commodity office had ever purchased on a futures basis. 
Further questions and the resulting comments were considered unsatisfactory. 


RB. Interviews with PMA officials—Washington 
William A. McArthur, Assistant Director Grain Branch, PMA, stated purpose 
of 1949 wheat-purchasing program was to send wheat abroad. He stated that 
Cargill transactions in no way, from a point of view of legality or ethics, could 
be questioned. He did not believe that Cargill had gained any significant advan- 
tages and reiterated as he previously had done in the Compliance and Investi- 
gation report that purchases were not tied up in any way with the transporta- 
tion contract but were considered as entirely separate and had no relationship 
with each other. 
(. Interviews with officers of Cargill, Inc 

Mr. E. E. Kelm and R. C. Woodworth, vice presidents of Cargill, Inc., admitted 
Cargill had been placed in a very advantageous position by the transportation 
contract and that it was a definite factor in the sale of all or most of the 10 
million bushels of wheat sold to Corporation with particular emphasis on second 
5 million bushels. 

Mr. Kelm stated “We knew that we were going to carry wheat for the CCC 
because of our very position in the field even though the final terms of the con- 
tract had not been negotiated.” Mr. Kelm and Mr. Woodworth advised that 
Cargill was fully aware of the definitely advantageous position in which the 
firm was placed. Mr. Kelm stated, however, that Cargill’s profits had been “‘over- 
emphasized.” 

Mr. Kelm admitted his firm’s chief advantage was the time element and the 
methods of wheat procurement available to them by virtue of deferred deliveries. 
Cargill's purchases to fill Corporation contracts were made on a “to arrive” 
basis at prices somewhere between the cash and futures quotations, 

Additional advantages to Cargill by reason of handling charges 

Mr. Kelm stated that the wheat sales and the transportation contracts with 
the Commodity Credit Corporation worked a perfect hedge for Cargill, Ine. 


Senator Kem. What I am particularly interested in are the written 
documents that brought about these transactions which you regard as 
in unjust enrichment of the Cargill Co. 

Mr. Ex.is. That part is set forth at pages 24 and 25 of the report. 
There is nothing wrong with the sales as and when made, if they had 


meant business. 

The Cuairnman,. But that is your report, or is it— 

Mr. Exuis. The report that we sent to you, to the Senate. 

The CuHarrmMan. Is it the contract that Senator Kem refers to? 

Mr. Evuis. I think it is the part he talked about. He said he wanted 
the contract which contained the criticizable transaction. 

Senator Kem. That is right. 

The CuarrmmMan. That is right. 

Mr. Exais, That criticizable part is this exchange of letters. 

Mr. Jounson. In the sense of there being a written document in 
ontract form, there is not anything like that. The contract consists 
of a letter of offer and a letter of ace eptance, 

The Cuarrman. Those two letters, then, can be put in the record 
it this point. 

Mr. Jounson. Yes. 

(The letter dated February 24, 1949, addressed to the Commodity 
Credit Corporation. Minneapolis, Minn.. and the letter dated March 
I8, 1949, addressed to the Cargill, Inc., Minneapolis, Minn., contained 
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on pages 23, 24, 25, and 26 of the General Accounting Office Repor 
of Investigation, are as follows:) 


ixuiprr No. 74 


COMMODITY CREDIT CORPORATION 
26 McKnight Building, Minneapolis, Minnesota 
(Attention of Mr. H. G. Sundahl.) 

GENTLEMEN : We refer to various sales made during recent weeks by Carg 
Inc., to Commodity Credit Corporation, Minneapolis, which presently tota! 
4, 315,000 bushels, basis in store Duluth/Superior with sellers option to oad 
warehouse receipts anytime between sale date and April 16. On that porti 
of Cargill’s sales on which delivery has not been made and on which Commodity 
Credit Corporation has not given orders for rail movement prior to the open 
ing of navigation, we would be interested in converting said sales from in-store 
Duluth/Superior to f. o. b. Albany. 

Not knowing what your seaboard requirements are, we submit the following 
proposal: That 750,000 bushels per week be made available to Commodity Credit 
Corporation f. o. b. Albany, starting the week of May 1, and an equal amount 
each succeeding week thereafter until the quantities involved are all available 
The above shipment schedule could be stepped up or deferred to some extent 
depending upon your requirements at the seaboard. 

Several of our cost items for the coming navigating season are as yet i) 
definite but assuming there is no great change in these items, and based on 
a Duluth/Superior to Buffalo rate of 7 cents per bushel, our idea of a differential 
from in-store Duluth/Superior to f. o. b. Albany is 20 cents per bushel. This 
differential protects you against any loss in grade or loss in quantity between 
Duluth/Superior and the seaboard. 

We believe the above suggested differential effects a savings of over 2 cents 
per bushel in your out-of-pocket costs, moving the same grain lake and rail 
via Buffalo to Baltimore or Philadelphia. However, these out-of-pocket costs 
make no allowance for any grade loss or shrink loss which would increase the 
saving we are offering you. 

If there are any questions or problems which require further conversation 
or discussion, we would be pleased to hear from you. Naturally we would ap 
preciate an early response to our proposition in order that we might commence 
laying our plans accordingly. 

Yours very truly, 
CARGO CARRIERS, IN¢ 
s/ C. H. Axelson. 


CaRGILL, INC., 
200 Minneapolis Grain Exchange, 
Minneapolis, Minn. 
(Attention Mr. E. E. Kelm.) 

GENTLEMEN : This is to confirm our agreement affecting various purchases of 
wheat from your firm to an extent of 5,000,000 bushels, originally made on an 
in-store and/or f. o. b. cars or vessel basis, Duluth-Superior, whereby such con 
tracts would be amended so as to take delivery basis f. 0. b. vessel Albany, N. Y 

The agreed charge to the corporation for transportation and/or fobbing is 18» 
cents per bushel wherein our purchase contracts were originally made on an 
f. o. b. cars or vessel, Duluth-Superior basis and 20 cents per bushel wherein 
similar contracts were made on an in-store basis. 

It was further agreed that 1,500,000 bushels would be subject to call at Albany 
during the period May 1 to 10, 1949, to be followed by an additional 1,000,000 
bushels each subsequent 10 days (excepting the last period during May which 
shall be 11 days, and that only 500,000 bushels will be deliverable June 11-20, 
1949) , until 5,000,000 bushels has been delivered. 

It is also understood that this Corporation has an option to accept the delivery 
of an additional 5,000,000 bushels at any time prior to April 1, 1949, at one-half 
cent per bushel less than the rates herein agreed to. In the event that this 
option is exercised, it is further understood that this Corporation will have the 
privilege of using the rate in connection with other wheat which may come into 
our possession and not only that which may be bought from your firm. 
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The rates agreed herein are inclusive to the extent that no additional handling 
or warehouse charges are applicable at Duluth-Superior or lower lake port. 
Storage charges are, however, applicable at Albany in accordance with your 
memorandum of understanding, dated August 25, 1948, signed by R. O. Westley, 
of your Chicago office, and concurred to by a letter signed by Donald E. Smith 
of the Chicago office of PMA dated September 1, 1948. It is further understood 
that the above wheat may be invoiced against E forms in accordance with the 
terms established by the above-mentioned memorandum of understanding. 

After the effected contracts have been amended in accordance with the above, 
the Chicago office of PMA shall assume full responsibility as buyers of the wheat 
involved, accordingly all reporting, invoicing, and other data would be for- 
warded to that office 

Very truly yours, 
Jas. A. COLE, 
Director, PMA Commodity Office. 


Senator Arken. I have been interrupted several times during the 
hearing of your testimony and I have not gotten it all. 

Do I gather that your contentions are that when Commodity Credit 
placed this order at spot price in March they must have known that 
t could not have been delivered by the low-cost water route before 
the middle of May ¢ 

Mr. Exuts. They did know that. They talked about it. 

Senator A1rkeEN. Must have known it? 

Mr. Exits. They discussed that this would be delivered in May; yes. 

Senator Arken. They discussed May delivery at the time, then ‘ 

Mr. Exuis. Yes, they arranged—they started in January, long be- 
fore the purchases even—they started in January discussing the trans- 
portation contract. 

Senator Aiken. I see. 


Mr. Exuis. They knew the terms. And, finally, the very letters 
back and forth which finally confirmed the transportation, say—this 
is the letter from Cargill: 

“We refer to various sales made during recent weeks”—in other 


+ 


words, “to deliver here,” we want to amend that to “deliver over here,” 
and the Commodity comes back with the same acceptance. 

Senator Arken. I would not ask you to go into it any more. 

The Cuarrman. Those letters are part of the record. 

Mr. Exais. I think it would be interesting to hear what Mr. Kelm 
of the Cargill office stated, that the Cargo Carriers, their subsidiary, 
could not depend in any vear on getting to Albany with Duluth wheat 
until the first week in May because of flood conditions on the canal 
in April. The barges cannot pass under the railroad bridges. 

Mr. Axelson stated that his proposal of February 24 to transport 
about three-quarters of a million bushels of wheat was based on the 
maximum ability of his firm’s facilities to haul the wheat. He advised 
that Mr. Cole was aware—Mr. Cole of Commodity was aware of the 
general characteristics of Cargo Carriers all-water route, knew that 
they could not transport more than that. 

He also stated he was certain Mr. Cole was aware of flood condi- 
tions on the canal which normally precluded any delivery to Albany 
until the first week of May. 

Mr. Kelm, another official, stated that he “probably started discuss- 
ing the matter of a 1949 transportation contract with Mr. Cole in 
January and would mention to him on any occasion I saw him there- 
after.” 
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Bear in mind the same firm had carried it for them several years 
before. It was the normal course of business and a good way to «lo 
business, by the all-water route, of course. 

The Cuarrman. Did you run across any other incident where the 
Cargill Co. carried on this way with Commodity Credit? 

Mr. Exxis. Other than this storage matter of 2 weeks ago at Nor- 
ris City? 

The Cuarrman. I mean, was there any other occasion where wheat 
was purchased on the spot and delivered later, as was the case here 

Mr. Exuis. Do you know of any? 

The Cuarrman. Have you run across any other instances ? 

Mr. Jounson. Where it was purchased on spot basis? 

The Cuarrman. And delivered several months later, as in this 
case. 

Mr. Jounson. No, no; we never found any other situation like this. 
In the previous year, 1948, Cargill carried wheat to Albany for the 
Commodity Credit Corporation, but the deferral of delivery cor 
stituted just about time enough for them to get it from Duluth to 
Albany, in 15, 20 days—10 days in some instances. Never before. 
never since, have we found anywhere they allowed them from April 
15, which was the original date of delivery, way into July and August 
for delivery of some of the wheat. 

Senator Kem. Could you give us an estimate of the amount of 
profit that Cargill Co. made by reason of this special privilege that 
they enjoyed ? 

Mr. Exuis. Yes; we figure it between half a million and a millon 
dollars. It cannot be more specific, because no one knows exactly 
what the case would have been had it been handled the other way, but 
it is pretty close to that. I do not want to keep belaboring the propo 
sition if I have put over the basic understanding of the ideas. As to 
their significance, I am not asking you by any means to take what 
we have to say about it, because we are not grain experts and do not 
pretend tobe. I know nothing about the business. 

However, in appraising this situation in order for ourselves to know 
whether to recommend any action to the Comptroller General, we felt 
it necessary to put the facts without naming names, of course, to put 
the facts to the leading experts in the grain trade in the United States 
We did so. We talked to people in Chicago at the board of trade, the 
heads of the banks, the head of the biggest firms in the United States, 
and what they have said, very fully and freely is reported in the back 
part of our report, but I will refer to it very briefly. 

Here is the vice president of General Mills, who says: 

It is ridiculous to think that a grain man in private trade would pay a cash 
premium for grain not required immediately in a situation when futures are 
quoted at substantially lower price. If I did it personally, I would lose m) 
position. . 

Here is one of the officials of International Milling, who said that 
a grain firm which sold wheat to the Corporation at high cash pre 
miums and reasonably believed that delivery would be deferred unti! 
after maturity of the May futures contract had a “put,” which was 
defined as a cinch or a sure thing in which the vendor cannot lose. 

The head of another firm said, there is no doubt that this quantity 
of wheat could have been acquired at or near the May future quotation. 

I think there isa key point. 
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Senator Younc. What firm was that ? 

Mr. Exuis. That was the Atwood-Larson Co., among others and a 
member of that firm, and several others also agreed that it would have 
been quite possible for the Corporation to buy this quantity of wheat 
in the futures market without particularly disrupting the market. 

That is important, because that claim was made that if we bought 
the whole 25,000,000, their spring program, all in the futures market, 
that would have disrupted the market horribly and simply would 
not have been feasible. Well, maybe so. Nobody asked that we do 
buy that much. 

This 6,000,000 bushels, however, which was actually bought for 
future delivery, although paid for on the cash basis. that much could 
have been bought all of the experts agree, on a future basis without dis 
rupting the trade. 

Even the former Vice President of Commodity Credit Corporation, 
who is now an official of a Kansas City firm, says, it is quite ordinary 
trade practice to ask for price adjustment if deliveries are deferred. 

The CHatrmMan. What is his name? 

Mr. Exuts. Carl Farrington. 

Mr. JOHNSON. He is In Minneapolis. 

Mr. Exuis. He is at Minneapolis. I am sorry, excuse me. 

Senator Youne. What firm 1s he with? 

Mr. Euuis. Archer-Daniels-Midland Co. 

Another official of the Russell-Miller people says that the only 
reason for paying high cash premiums would be an urgent need for 
the wheat. 

Here it was bought IN) February to be delivered in May, June, and 
July. 

And three officials of the Kellog Atlantic Bagley people all agreed 
that any grain not needed by the Corporation before maturity of the 
May contracts could have been purchased within a few cents of the 
futures prices by means of deferred delivery contracts. 

An official of the Pillsbury Mills says the Corporation could have 
purchased 5 or 6 million through the means of May futures and 
saved about 15 cents a bushel. 

I call attention to his estimate, which is considerably over ours, 
where we figured that one-half million to one million dollars loss. 
We were very much conservative, more than the official of Pillsbury. 

Senator Kem. How much did the Pillsbury man figure it might 
h ive been ¢ 

Mr. Exuis. He figured it could have been bought on the basis of May 
futures, saving approximately 15 cents a bushel. 

Senator Kem. How much would that be in money ? 

Mr. Exxis. How much did you figure ? 

The CHatrmMan. $900,000. 

Mr. Exuuts. I figure $900,000. 

Senator Kem. Is that what it would have been ? 

Mr. Evuts. We figure a minimum of one-half million, and he figures 

would be nearly S900,000. 

Senator Kem. The Pillsbury man’s estimate would be that it cost 
the taxpayers $900,000 ? 

Mr. Extxis. $900,000; that is right, yes, sir. 
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Another, the Leval firm, says the purchases made in February and 
March for late April delivery for subsequent deferred delivery after 
May could not be considered on the basis of urgency. 

The Cuarmman. That $900,000, of course, was the difference on the 
15-cent basis, but you did not consider the freight differential. 

Mr. Extis. Well, of course, they would get that anyway. 

The CHamman. Suppose Cargill would not deliver—suppose it 
was not delivered that way ? 

Mr. Exuts. They would get within 3 cents of it by going rail-water. 

Mr. Jonnson. Still have 12 cents there. 

Mr. Eustis. Plenty of firms are ready to ship from Duluth to 
Albany. 

The CuHarrman. All rail would be a difference of 11 cents? 

Senator Arken. Was this on the basis of f. o. b. Duluth? 

Mr. Extts. Yes. 

Senator Arken. Regardless of where it was delivered from—it 
was bought on the basis of f. o. b. Duluth ? 

Mr. Exxis. Then what happened on the 24th, was to change the 
arrangement from Duluth to Albany. 

Mr. Correr. The 24th of what? 

Mr. Ex.is. Pardon me? 

Mr. Correr. The 24th of what month? 

Mr. Exuis. The 24th of March. 

Senator Arken. Was an adjustment made in the price at that time, 
too? 

Mr. Exits. That is the rub. No adjustment was made in the price. 
The only adjustment that was made was to increase the price to allow 
for the freight from Duluth to Albany. Nobody thought about 
reducing the price to allow for the fact that we are buying now next 
May’s wheat instead of this month’s. 

Senator ArkeNn. Buying a new crop instead of the old crop? 

Mr. Eutis. That is the nub of it. You put it there. 

Senator Youne. Does Cargo Carrier handle only grain of the 
Cargill Grain Co., or do they handle grain for other concerns ? 

Mr. Jonunson. I think most of their business is for themselves. 

Mr. Correr. They had agreed 

Mr. Jounson. They do haul things for other people. 

Mr. Correr. They had agreed in this series of contracts to hau! 
for others wheat: is that not right, whether they did or not? 

Mr. Exuis. Other Commodity Credit wheat. 

Mr. Jounson. Yes. 

Mr. Ex.is. That is a good point to bring out. In the assertion in 
the claim that the transportation had nothing to do with it, the fact 
is that it was just the other way around. 

As the conversations demonstrate, they knew what they were going 
to carry was the wheat what they sold, but the Commodity people 
presented it as a thing of surpise with a thing of value. Of course. 
we can also ship something yf 2 You see, the contract was to ship 
10,000,000. It says only 6 or 8 million. We can also ship a couple 
of million of other wheat besides what we bought from Cargill. I 
other words, that was the surprising attitude, not that the two did 
not have anything to do with each other. 

Senator Arken. Did they actually carry enough of other grains 
to bring the amount up to the 10,000,000 called for by the contract ? 
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Mr. Exxis. Let me verify this. My recollection was that all of 
the wheat that actually was shipped was bought from Cargill by 
Commodity. 

Mr. Jounson. All of the wheat shipped on this transportation ar- 
rangement was purchased from Cargill. 

Senator Arken. That is 10,000,000? 

Mr. Jounson. Yes. There was more than that. They had an addi- 
tional contract later. 

Senator ArkEN. I was inquiring to see if any arrangement was there 
like the Norris City grain bins whereby they were guaranteed so much 
which actually was not earned. 

Mr. Ex.is. We do not claim that Cargill got any special advantage 
over and above the 6,000,000; in fact, obviously the Corporation got 
the advantage of using the cheapest way to ship. 

The CuHairman. How much did the Corporation save in that way, 
that is, by using Cargill’s facility to ship; do you know ¢ 

Mr. Exxis. We gave the figures. They saved a couple of cents or 
$ cents a bushel by shipping it all water, instead of rail and water. 
Whether you call it a saving or not, we would put it the other way. 
How much would they have wasted had they done it the other way? 
Obviously, it was up to them to do it the cheapest way. 

The Cuamman. I suppose it was also beneficial to the Cargill Co. ? 

Mr. Exuis. Undoubtedly. Of course, we have to bear in mind there 
were limitations of capacity. There could only be shipped by this real 
inexpensive route 1,000,000 bushels every 10 days, because that is all 
the barges would carry on that little canal. 

Senator Youne. Supposing the Commodity Credit Corporation pur- 
chased part of this wheat from say, Atwood-Larson, of Minneapolis, 
could they then take advantage of this cheaper water route which 
Cargo Carriers had ? 

Mr. Exuis. Yes. And they did, a little bit. 

Mr. Jounson. Not under this contract, as it worked out, but the 
contract was set up initially with that possibility. 

Mr. Exuis. That was the plan. 

Senator Youne. What I was trying to establish was this: Does Car- 
gill Carriers represent a monopoly of this cheaper water route ? 

Mr. Jounson. Very definitely. 

Mr. Exuis. They monopolize that little barge canal operation in 
New York State. 

Senator Young. They will have that monopoly until we build the 
St. Lawrence seaway then. 

Mr. Exits. Yes. 

Senator Kem. Is the Cargill barge line a common carrier ? 

Mr. Jounson. I do not think so. 

Che CHarmmMan. It ison the Erie Canal ? 

Mr. Exxis. It is from Oswego to Albany. 

Senator Kem. That is not the old Erie? 

Mr. Exxts. This is from Oswego to Albany. 

Senator Kem. Is that the New York State canal ? 

Mr. Exxis. I believe so. 

Mr. Jounson. Yes. 

Mr. Exvuis. Whether the carrier itself is a contract or common car 
rier, 1 am not sure. 





STORAGE AND PROCESSING ACTIVITIES OF CCC 


Senator Kem. Are there other carriers operating on the cans 
besides ? 

Mr. Ex.is. I understand that Cargill claims a monopoly on that 
transportation. They have terminal facilities at either end, loading 
and unloading and storage. 

Senator Kem. Is the monopoly based on the fact that they have th: 
only terminal facilities ¢ 

Mr. Jounson. The monopoly is based on their facilities at Oswego, 
their facilities to transport the wheat through the canal, and the fac 
that they have the Albany ayy = leased from the State of New York 
which is the only elevator in Albany, as I understand it. So that if 
you ship wheat out of anew from seaboard or for export purposes 
the only dealer that can handle the wheat is Cargill. 

Senator Munpr. By water? 

Mr. Evuis. Yes. 

Senator Kem. How does that wheat go overseas from Albany; down 
the Hudson River ? 

Mr. Exuis. Yes. 

Mr. Jounson. It goes down the Hudson River, and it might be in 
teresting to point out that it costs the Corporation and the overseas 
buyers an additional four to five thousand dollars per boat to have it 
come up to Albany, to pick the wheat up, as opposed to loading it out 
of New York. And the Commodity Credit Corporation had to justify 
the use of the Albany port by getting the lower rate before they could 
justify shipping the wheat out of Albany at all. 

Mr. Correr. So actually there is not the 10-point spread as at first 
might appear ¢ 

Mr. Jounson. There is not the difference between, say. the lake and 
rail from Buffalo to New York City of 3 cents as opposed to the 20-cent 
rate of Cargill out of Albany. There is only maybe 2 cents difference 
or 1 cent difference. 

Mr. Correr. Mr. Johnson, you have conducted the great share of 
this investigation, did you not ¢ 

Mr. Jounson. Yes, sir. 

Mr. Covrer. It seems to me it would be fair to the Department of 
Agriculture which I know will want to meet some of these issues that 
we should get a little bit more over-all picture of this operation. 

In the winter of 1948-49, just about what time did Commodity 
Credit Corporation get this order to make wheat purchases under the 
supply program / 

Mr. Jomnson. Well, the Corporation had a supply program back in 
1948. This was a continuing proposition with the Corporation of = 
chasing wheat for export purposes from 1948 up through about July 
1949. 

Mr. Correr. Were they purchasing in December and January, 
1948-49 f ° 

Mr. Jounson. Yes. 

Mr. Correr. What was the situation with respect to their exports 
on timing, on their export program ; were they right up to date with it / 

Mr. Jounson. They set up a schedule for export for the fiscal year 
1949 of 500 million bushels of wheat and other grains. During the 
fall they——— 

Mr. Correr. This is 1948 or 1949 that you are talking about ? 
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Mr. JOHNSON, During the fall of 1948 they fell behind in their ex 
port loadings from all of the seaboard points. 

Mr. Correr. How far were they behind? 

Mr. Jounson. As of January 31, 1949, they were about 50 million 
bushels of wheat behind their export goal. 

Mr. Correr. Can you translate that into months? Did you obtain 
ny estimate of how many months they would be behind; how much 
fa backlog they had in store on the eastern seaboard ? 

Mr. Jounson. No, sir: I do not know that. 

Mr. Correr. Did you make any inquiry about that, how long it 
would take them to unload what they had here? The point I am 
getting at is: While it might require constant supply to the eastern 
seaboard if all of your eastern elevators were full and if there was a 
backlog, there would be less of a likelihood of buying cash than buying 

rain for deferred delivery under which they could geta better price, 
| assume. 

Mr. Jounson. The information that we developed shows that the 
reason they were behind was not because they did not have the wheat 

position to export If, but because they could not get the boats to put 

n was the reason. 

Mr. Ex.is. Could I interrupt to explain that was investigated by 

this committee 344 years ago, in February of 1949. Secretary Bran 
in testified before this committee [reading | : 

In contrast to previous postwar years when foreign claimants generally made 
ery effort to meet shipping schedules on time—and often tried to get shipping 
ites advanced—importing countries, because of more comfortable supply con 

litions at home, now lack the incentive to cooperate in the manner required to 
chieve maximum exports 

What he meant is that they lack the incentive to get the vessels over 
ere for purposes of achieving maximum exports. That was February 

S-10, 1949, Secretary Brannan’s testimony before this committee. 

Mr. Correr. Then, Mr. Johnson, this 25,000,000 that it was deemed 
ecessary to purchase out of the Minneapolis area was only a portion 

fa much larger program ¢ 

Mr. Jounson. Yes, sir; a program that had been continuing through 
the fall of 1948 and continued up until July of 1949. 

Mr. Correr. Did your investigation take into consideration whether 
or not they could have filled this portion, or whether they did fill any 
major portion from wheat in store under the price-support program / 

Mr. Jounson. They did not use the loan or the support wheat for 
e purpose of export under this program. 

Mr. Correr. Did your investigation determine what the relationship 
as between the loan price or the price support on wheat at that time 
ind the market price ? 

Mr. Jounson. The loan price of wheat, Minneapolis basis, was 


Mr. Correr. What period was the loan price $2.26? 

Mr. Jounson. During all of the period of time that is involved 

this. 

Mr. Correr. Would not the loan price increase as each month went 
on, and storage charges et cetera / 

Mr. Jounson. Yes, sir; you have to add about 10 cents to that up 
tothe maturity, which was April 30, 1949. 


20554—52—pt. 2 24 





1514 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Senator Youne. I might say here that the loan price does not change 
monthly. It changes on the bade of once a year, I understand. 

Mr. Jounson. They set the loan price. Mr. Cotter means: Are not 
there charges added to it as you go along for storage? That is 
what I had in mind. Yes; there are. So that April 30 the price 
of wheat to the Corporation was about $2.36. There had been 10 cents 
for storage handling, and so on, added to it from the time it went on 
to loan, to the maturity date of the loan. 

Mr. Correr. They were buying this wheat under their loan price 
actually, then; is that not correct ? 

Mr. Jounson. On the Minneapolis-Duluth basis most of this wheat 
was bought under the loan; was bought under $2.36. 

Mr. Correr. Were they paying any premiums or anything which 
would raise the price above that? Is that the total price that it was 
bought for, including all cash premiums and so forth? 

Mr. Jonnson. No, no, no; that is the basic price. In addition to 
that, there are premiums for grade; there are premiums for protein. 

Mr. Correr. What grade were they buying? 

Mr. Jounson. They bought No. 1 Dark Northern Spring or No. | 
Northern Spring most of the time. 

Senator Youne. What protein content? 

Mr. Jounson. The protein varied. They started out buying 13 
protein, then advanced to 13.5; and, finally, they were buying 14, and 
some over 14. 

Mr. Correr. Do you know why there was such an insistence on such 
a premium quality for these purchases? 

Mr. Jounson. Most of the wheat that came into the market, or 
over 75 percent of it, according to some of the market people, was 
over 14 protein. So, in order to buy wheat, Commodity had to pay the 
protein price. 

Mr. Correr. But they would not have had to pay it if they had 
taken it over under the loan? 

Mr. Jounson. If they had taken it over under the loan, they would 
not have had to pay it. 

Mr. Correr. What was the price that they were paying in April for 
spot wheat at Duluth ? 

Mr.:Jounson. April 30, the price of wheat was $2.24, spot price 

Senator Youne. What grade and protein content? 

Mr. Jounson. That is No. 1 basis. 

Mr. Etuis. Aside from protein, though. 

Mr. Jounson. That is not including protein. 

Mr. Exuis. You get more for the protein. 

Senator Youne. They were not able to buy cash wheat at that price 
at that time, at $2.35 a bushel, you say, because most of it was high 
protein wheat. So, actually, the wheat at that price was not available. 

Mr. Jounson. That is the basis from which they start. Then the) 
add all of the permiums to it. 

Mr. Exuis. As I understand the market at that time, most of the 
available supply was relatively high protein. 

Senator Younc. Most of it comes from North and South Dakota, 
the good wheat. 

Mr. Euuis. Very likely. In fact, as I understand, many millers— 
those who did not actually require the best—kept it out of the market. 
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Senator Arcen. They could not have been delivering much new- 
crop wheat for May delivery from North Dakota. 

Senator Youne. No; carry-over. 

Senator Arken. It must have still been old-crop wheat. 

Senator Youne. Yes. 

Mr. Correr. Taking that basic price, what premiums would you 
add to that? 

Mr. Jounson. We have incorporated in the report here, as exhibit 
No. 3. that information. On the back of each one of those sheets there 
sa premium and discount quotation for 14 protein in January. The 
premium was 5 to 7 cents over the spot price. In other words, you 
got No. 1 Dark Northern Spring for $2.24, say, plus 7 cents for the 
protein content. 
~ Mr. Correr. In April would that be a constant figure ? 

Mr. Jonnson. No; it varies, from month to month, from day to day. 

Mr. Correr. You took the April 30 figure. I do not know why 
you picked that figure. Let us follow that. 

Mr. Jounson. April 30, 14 protein was 5 cents. 

Mr. Correr. What would it be—— 

Mr. Jounson. $2.24. That means it would cost $2.29. 

Mr. Correr. What would it be on 13.5 protein? Would there be 
any difference / 

Mr. Jounson. Thirteen and one-half would be somewhere between 
4 and 5 cents. 

Mr. Correr. Let us add 5 cents. That is $2.29. Now you have what 
other premiums or charges added to that? 

Mr. Jounson. Well, it is what they call the grade premiums. If it is 
No. 1 Heavy, it would be a cent premium over that. So for No. 1 Dark 
Northern Spring, it could be $2.30 a bushel. 

Mr. Correr. Then, from my brief reading of the report, I note 
some telephone conversations of Agriculture officials; I think Mr. 
McArthur, when he was issuing instructions to keep the purchases in 
line with the loan price, and I assume he meant the price-support loan 
price ¢ 
- Mr. Jounson. $2.26. 

Mr. Correr. And I think that he would let it go up to 7 cents, at 
least, above the loan price. He felt that they were getting it all 
right if it stayed within that range. 

Do you know what significance that had? Did you take that into 
consideration in your investigation ? 

Mr. Jonnson. Yes; certainly. The price that Commodity was 
buying this wheat at, say 7 or 8 cents over the loan rate, was the stop- 
nd-go signal to the Commodity Credit Corporation from the Wash- 
ngton officials as to whether or not they should get into the market. 

Mr. Correr. Yes. I do not quite understand if they were paying 
ver the loan rate. I think your testimony has just been that much of 

e wheat was bought under the loan rate. The two do not seem to be 
onsistent. 

Mr. Jounson. Well, the prices varied all during the period of time 
from January up through April. 

Mr. Correr. What were the prices they started out at? 

Mr. Jounson. The first purchases they made back in February, they 
paid about $2.24. 


Mr. Correr. That is including premiums and everything ? 
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Mr. Jounson. The bare pr aoe e. Then it went up to $2.25, $2.26), 
$2.27, $2.51 on February 21; $2.33 on February 28; $2.31, $2.29 on 
March 3. These are the actu: ne ‘contract prices with ( Cargill for this 
period of time: $2.25 on March 21, March 30, $2.28; March 4, $2.2s. 
April 14, $2.52; April 16, $2.29; May 13, $2.30. 

It ranged just slightly above the loan there, or just slightly below 
the loan rate, all during the period of time involved. 

Mr. Correr. Then there was a range of between $2.24 and $2.33 fo: 
the basic; is that correct ? 

Mr. Jounson. There was one purchase here of $2.18. So, it would 
range from $2.18 to $2.33. 

Senator Youne. De you have any figures on how much wheat the 
Commodity Credit Corporation had on hand of its own at that time 
that it had acquired through the price-support program / 

Mr. Jounson. Well, under the price-support program they would 
not get the wheat until April 30, but on April 30 in the whole United 
States they had over some 282,000,000 bushels, I think, and up in the 
Minneapolis area they had about 90,000,000 bushels. 

Senator Youne. Can you give any reason why the Commodity 
Credit Corporation should be ‘buying’ wheat from Cargill when they 
had two or three hundred million bushels of wheat that they coul: 
have acquired on their own under the price-support program ? 

Mr. Jonnson. We would rather you would ask the Department. 

The CHarrmMan. In taking over their own wheat, it would have cost 
more than to have bought it on the market ¢ 

Mr. Ex.is. They had to take it anyway. 

Senator Aiken. They had to buy both. 


Mr. Extis. It would have been about $2.26 on the loan price. 
noes Aiken. I think there was a period—— 

Mr. Jounson. You do not overbuy because you can get it cheaper. 
The Cc HAIRMAN. How is that ¢ 

Mr. Jounson. There is no sense in overbuying because you can get 


something cheaper. 

The CuHatrMan. But the Commodity Credit Corporation is sup 
posed—that is, one of its functions is—to stabilize the prices of com 
modities. 

Mr. Jounson. That is right. 

Mr. Extis. They tell us that this transaction had nothing to do with 
price support. That is what they have told us. Price support was 
not involved. This was not supposed to be a price-support program, 
but solely the supply program. That is what we are advise 

The CuarrMan. | am speaking generally, not referring to this. 

Senator Youne. For the best interests of the price-support program 
and the Government of the United States, you would have thought 
they would have used up some of their own wheat, rather than buying 
more and accumulating more and more. 

Mr. Exits. I would assume so. 

Senator Kem. For purposes of comparison, what was the range of 
prices at the time this wheat. was delivered? You have given us tly 
range at the time it was bought. 

What was the range at the time it was delivered ? 

Mr. Exuts. May,June. That is exhibit 3, as I recollect it. May and 
later prices. 
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Mr. Jonnson. That is the question that Senator Ellender had be- 
fore: that the prices during the time they bought the wheat in January 
ind February and March were just about the same as when the wheat 
was delivered beginning in May. 

The Cuamman. The same thing. 

Mr. Jonson. For cash wheat, 1948 crop. 

The CHarrMAN. So that if the wheat had actually been bought in 
May the price would have been the same as that bought in January. 

Mr. Eats. The price early part of May was around $2.32, and then 
broke in the middle of May down to $2.20. 

Senator Kem. The price would have been much lower and the Gov- 
ronment would still have the wheat, if it had been. 

Mr. Exits. By the end of May the price was down to about $2.13. 

Senator Kem. How do you est imate your $500,000 to $1,000,000 loss 
on the part of the Government ! 

Mr. Exits. It was based on the best estimation between what they 
actually did pay for cash spot wheat in February, March, and 
\pril 

The CHarrman. And futures? 

Mr. Ex.is (continuing). And what the approximate evident price 
on “to arrive” or futures at the same time. In other words, instead 
of buying it cash, which they did not get, if they had bought what 
they did get “to arrive,” we think it would have been right around 
there. 

The Cuarrman. But, if they had followed their usual practice of 
buying at the time for shipment, the cost in May would have been 
the same as in January. 

Mr. Exxts. I do not know if you can say that. 

The CHarrMan. Why not? 

Mr. Exuis. They would not have bought it then if they had waited 
intil May. 

The CHAIRMAN. Especially, in view of the fact that the bulk of the 
Commodity Credit wheat is purchased’ for immediate delivery, and 
hey do not as a rule play futures. 

Mr. Exurs. If they had waited until May, they would not have had 

y it. On April 30, Senator Young said, they took over how 
much / 

The CHarrman. The Commodity would have had to sell at premium, 
nd the cost would have been more than in the open market. 

Senator Kem. They owned it, anyway. 

Che CuarrmMan. I understand that. 

Mr. Exuis. In other words, there would have been no purchase made 

May had they waited until May. 

Senator ArKEN. In the spring of 1949 there was a large crop of 

heat, as I reeall, in the southwestern area. The Department was 
not making loans on that wheat on the ground that it was not prop- 
rly stored; and much of it was sold, as I recall, for far less than the 
loan price. The Department was urging amendments to the Com 
nodity Credit Corporation Act at that time. And after those amend- 
ments went through they made loans on wheat stored on the cround 
nh most any place, which they had full authority to do before, and 
tiffened the market again: but there was a a time when the price of 
yhneat was forced down. as | recall, considerably below the loan price, 


Mr. Exvuis. Yes. In early February. 
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Senator Arken. It was available at Gulf ports. I do not know hoy 
it got up to Duluth, but I suppose the price in the Gulf ports affected 
the price in Duluth that May. 

Mr. Jounson. I would like to explain that differential there as to 
how we figured out the $500,000 to $1,000,000. 

The price of spot wheat, which was sold by Cargill during t! 
period of time, Pabeinry up through April’ 30, was about 18 cent: 
above the futures price. We have been advised by the trade that at 
the time they were purchasing this wheat, in other words, during this 
same period of time from February up through April, that by refer 
ence back to the records and so on these same dealers told us that yo 
could have purchased, on the basis of a futures price on the “to arrive” 
basis for the delivery at Duluth, at from 7 to 9 cents over the futures 
So that we took the figure of 8 cents, which is between the two, a: 
said that the difference then is between the 8 cents which they could 
have bought for on “to arrive” and the 18 cents which they paid Car 
gill which gives us about 10 cents a bushel that they paid excess 01 
500,000 to 650,000 bushels. 

The CrHamman. You mean millions. 

Mr. Jounson. Yes; millions, million bushels. The possibility is ir 
there that you could have purchased on a “to arrive” basis at less tha: 
8 cents, and the figures definitely show that in some instances the) 
paid Cargill in excess of 18 cents. 

So we have said there is an unverified possibility there of as muc! 
as $1 million. 

Mr. Correr. Did you say you based that estimate on the judgment 
of others? That is, of other dealers, or other traders in Minneapolis 
market ? 

Mr. Jounson. Yes, sir. 

Mr. Corrrer. How many of those did you contact ? 

Mr. Jounson. Fifteen or twenty. 

Mr. Correr. I think Mr. Ellis gave the names of some of them 
Could you name some of the companies that did give you thos 
estimates ? 

Mr. Exuis. Pillsbury firm was one. 

The Cuarrman. He named them. 

Mr. Correr. Did you name them all? 

Mr. Jonnson. The ones that gave us the estimate on that particular 
thing. 

Mr. Correr. On which you base this estimate here. Just ru: 
through them, if you will, fast—you do not have to give the details 

Mr. Jonunson. The names of the companies? 

Mr. Correr. Yes. 

Mr. Jounson. General Mills. 

Mr. Exuis. Atwood-Larson is another. 

Mr. Jounson. International Milling Co. 

Mr. Exuis. Russell-Miller Co. 

Mr. Jounson. Archer-Daniels-Midland. Kellogg Commission Co.. 
Atlantic Elevator Co., George C. Bagley Elevator Co. Pillsbury 
Mills. Leval and Cargill. 

Mr. Correr. Did you take into consideration—what did you say, 
approximately a million dollars ?¢ 

Mr. Jounson. Between $500,000 and $1,000,000. 

Mr. Correr. Based on how many bushels? 
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Mr. Exuis. Six million. 

Mr. Jounson. Yes; four to six million. 

The Cuarrman. Why do you say 4 to 6 if they purchased 6 million? 

Mr. Jounson. They purchased from Cargill during this period of 
time and transported under this contract a total of 10. 

The Cuatrman. I am talking about 4 to 6 that you just said now. 
How many did they actually—how much wheat did they actually 
buy in the early part of the year shipped in May—is it 4 or 6 million 
bushels ? 

Mr. Jonnson. It is 10. 

Mr. Ex.is. The 4-million figure is the amount which had been pur- 
chased at the time the transportation contract was formalized. 

Mr. Jounson. That was on March 18. 

The Cuarrman. Four million. Now the losses evidently must have 
been on those 4 million. 

Mr. Jounson. The losses on the stuff purchased after that time. 

Mr. Exxis. In addition, both. 

Mr. Jounson. That is right, in addition. 

Mr. Eris. The same deals continued for some time after that, you 
sec. 

The Cuarrman. How much of the 10 million bushels purchased 
from Cargill was on the up and up, let us say, according to your view 
of the trade? 

Mr. Ex.is. We would have to answer just the other way. We do 
criticize the purchase of 6 million. 

The CuarrMan. Six million? 

Mr. Extis. Yes. 

The Cuarrman. Why do you not criticize the purchase of 4 million 
which is the difference between the 6 and the 10 that they actually 
bought ¢ 

Mr. Jounson. It is possible that Cargill actually had 4 million 
bushels of wheat, and in good faith before this contract was entered 
into, that they intended to deliver the wheat in Duluth. If the con- 
tract had fallen through, had not been negotiated, they would have 
had to have delivered it in Duluth. 

The Cuarrman. I do not quite get that. 

Mr. Ex.is. We are trying to be very conservative. We are positive 
on the 6 million. On the rest it isan amount of speculation. 

The Cuarrman. But you base your case, as I understand it, on the 
fact that the wheat was actually purchased in January for immediate 
delivery ? 

Mr. Exuis. January, February, March, and April, 400,000 one day, 
500,000 another one. 

The CuatrmMan. That was for May delivery? 

Mr. Jounson. For April 15, opening of navigation—that was the 
original contract delivery date. 

The CuHarrmMan. How much is the shortest period of time that any of 
this wheat remained in the hand of Cargill prior to shipment ? 

Mr. Exxis. On the facts—— 

Mr. Jounson. The shortest period ? 

Mr. Exits. The shortest period ? 

The CuarrmMan. Yes, 
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Mr. Jounson. Let us put it the other way. Cargill did not delive: 
any wheat to the Corporation either at Duluth or at Albany until 
May 10. 

The Cuarmman. All right, all of the wheat, 10,000,000 bushels, was 
purchased long prior thereto. 

Mr. Jonnson. That is right. 

The Cuarman. Why was the loss sustained by the Government or 
the 10 instead of the 6? 

Mr. Jounson. There is a possibility that it was. 

The Cuairman. Why did you not so assert ¢ 

Mr. Jounson. That is where we say the 10,000,000 bushels at 10 
cents a bushel. 

Mr. Correr. Do you not base your estimate—— 

Mr. Jounson. We do not know all of that. 

Mr. Correr. Do you not base your estimate on the fact that you have 
all of these experienced traders that say that the Minneapolis market 
would have absorbed approximately 5- or 6-million in futures buying 
at that time? 

Mr. Jounson. That is one of the bases, yes, sir; not the only one. 

Mr. Correr. Is that not how this 5- or 6-million gets into the picture 
principally? If there had been the whole 10-million or 25-millioi 
it would affect the futures price very seriously, would it not ? 

Mr. Jounson. That is substantially correct; yes. 

Mr. Correr. But it is their judgment that 4- or 5- or 6-million could 
have been picked up by Commodity Credit Corporation at futures 
prices or a few cents over for deferred delivery without upsetting the 
market ¢ 

Mr. Jounson. Their suggestion was that the Corporation should 
have in order to acquire wheat purchased some at cash and some at 
futures. They should have alternated when the thing got out of line. 

Senator Younc. Who was the head of Commodity Credit Corpora 
tion during this period ? 

Mr. Jounson. I think Mr. Trigg. 

Mr. Ex.is. Commodity in effect is a bureau of PMA, the bureau of 
the Department of Agriculture. 

Senator Young. Commodity Credit Corporation made the pur 
chases, did they not ? 

Mr. Exvurs. Yes. Well, I think it is a fairer way to appraise it, that 
the Department bought them through the Commodity Credit Corpora 
tion. Commodity is in effect a branch of the PMA. 

Senator Young. They were the purchasing agent, were they not! 

Mr. Ex.is. That is right. 

Senator Youna. The responsible agent ¢ 

Mr. Exits. Yes. 

Senator Tuyr. May I interrupt momentarily ? 

The CuatrrmMan. Some of your constituents are involved. 

Senator Tiyr. I realize that. 

Senator Kem. These constituents take care of themselves, it seems 
tome. 

The Cuarrman. I know that. I am not suggesting that he take 


care of them. 
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Senator Tuyr. This morning a subcommittee of the Appropria- 
tions Committee, the Interior Subcommittee of which Senator Hayden 
is chairman, was holding a hearing. Witnesses appeared before this 
subcommittee representing the private utilities, the REA’s and the 
municipalities on the question of a transmission line appropriation. 
For that reason I was unable to be with you throughout this morn- 
ing’s hearing. 

The CHairMAN. In what State was that ? 

Senator Tuyr. Minnesota. 

The CuarrMan. For Minnesota? 

Senator Tuyr. Yes. 

The CHarrMan. | was supposed to be there, too. 

Senator THyr. That is right. You are a mmeber of the Appro- 
priations Committee and we would have liked to have had you there. 

Che reason I am making this explanation is that I have not been 
here at this hearing. 

The Armed Services Subcommittee just closed its hearings for this 
week yesterday morning. We have been following through on those 
huge appropriations. So it is not a lack of interest that has kept me 
away from this hearing table, but it is these other problems that also 
require attention. 

If I might have a brief explanation of the irregularities in connec- 
tion with this wheat, so that I may know just what the situation is, 
it would help. Do not take many minutes in explaining it, because 
I can read the record, but 1 am just trying now to pick up the imme- 
diate question before the committee. 

Mr. Exxis. I can recapitulate, Mr. Chairman. 

Senator Ture. If it requires many minutes to make the explanation, 
do not go into it. 

Mr. Exuis. I will do it in2 minutes. 

The Commodity was buying quite a great volume of grain in the 
spring of 1949 in the Minneapolis market. About one-half of the 
purchasing from other dealers. There is no question about the other 
half. Maybe 6 to 11 million bushels was bought from Cargill. 

In that spring of the year the cash price was 20 cents or so above 
the future May price. These were purchases in February, March, 
and April. 

The wheat was bought ostensibly and formally on a cash basis, as if 
t were going to be delivered now or within a few davs or by April l. 
Asa matter of fact, at the same time those deals were coiIng through 
Cargill and Commodity were arranging to ship the wheat by water 
to Albany, beginning in May, extending on through July, and that 
was what was finally worked out and accomplished. 

The net result was that 6,000,000 bushels, at least, perhaps more, 
were bought on the basis of cash, and the 20 cents premium paid for 
cash wheat, when at the very time it was known and realized that it 
would not be cash delivery at all, would not be delivered until May 
or June or July. 

Had it been bought on the true arrangement of what was the under- 
standing, “to arrive.” or futures, the price would have been at least 
10 cents a bushel | 
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Nobody knows what the market would have been exactly, but we 
know it would have been at least that. 

Senator Ture. Who was doing the buying? 

Mr. Exits. Commodity Credit was buying from Cargill. 

Senator Ture. From Cargill? 

Mr. Extis. Yes. 

Senator Ture. For transatlantic shipment? 

Mr. Euuis. That is right. As part of the supply program. 

Senator Ture. They were going to send it down the Great Lakes 
as soon as the ice broke up? 

Mr. Extts. You are familiar with Cargill's peculiar position in the 
industry. They can ship all-water through Gowen to Albany, and 
even cut 2 or 3 cents under the regular rail-and-water price, so that 
their method of shipment was the best and cheapest for the Govern- 
ment, but only again in May. You see, they made all of the contracts 
as if it were a cash basis in February—made all of them. 

Then in March they went through and formalized an arrangement 
already entered into, evidently orally, and said, we want to revise 
those contracts so as to deliver the goods way down to Albany. So, 
of course, we had to up the price 20 cents or so to pay for the extra 
shipping. Fine. But why did they not adjust the price to cut down 
20 cents, because it was May wheat we are now selling to Commodity 
instead of March wheat? That is all there was to it. 

Senator Tuye. Thank you for the explanation. I am sorry for 
the necessity of it. 

Senator Munpr. What explanation did you get when you inter 
viewed the Commodity Credit Corporation for their failure to re- 

‘apture that 20 cents? 

Mr. Extis. They feel, and I do not question—I do not have any 
reason to say it is a lack of good faith—they tell us that they believe 
there is no connection between the two, that the transportation ar 
rangement was one thing and the sales were another thing. They had 
no basis—one man said it is none of his concern how Cargill gets the 
wheat. They were told to buy wheat. 

I want to point out that the Minneapolis people were directed in al! 
of this by Washington. Washington knew what was going on. There 
were daily communications, and they were told what to do. The man 
said, “I was told to buy wheat. So I bought wheat.” 

Senator Munpr. Did you also interview the Washington authori 
ties ? 

Mr. Etuis. Yes. 

The Cuarmman. We are going to hear them following the Genera! 
Accounting Office witnesses. They are here, waiting. Now that we 
have the case pretty well in mind I wonder if it would not be a good 
idea to switch to them for about 30 minutes and get their side of it. 

Senator Ture. I think that would be a splendid idea. 

Senator Munpr. Does that conclude what these gentlemen have to 
say’ 
The Cuarman. We will not dismiss them. We want to get their 
side up to this point. 

Mr. Correr. Mr. McArthur and Mr. Cole. 

The CHarrmman. You have been sworn ? 

Mr. McArruovr. Yes. 

Mr. Cote. Yes. 
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TESTIMONY OF WILLIAM McARTHUR, DEPUTY DIRECTOR, GRAIN 
BRANCH, PMA, UNITED STATES DEPARTMENT OF AGRICULTURE; 
AND JAMES A. COLE, DIRECTOR, PMA COMMODITY OFFICE, MIN- 
NEAPOLIS, MINN.—Resumed 


The CoHarrman. All right, Mr. McArthur. You have been in the 
room since this morning and have heard the testimony of Mr. Weitzel 
ind others. I wonder if you could tell us your version of this trans- 
action, 

Mr. Correr. May I interrupt to ask if they have read the report. 
Do you know the report in detail ¢ 

Mr. McArruur. | got this report as I was leaving the office last 
evening. 

Mr. Correr. You mean you have not read it? 

Mr. McArruvr. Consequently, I have only read part of it. 

Mr. Coie. I have not read it, either. I just flew down and got it. 

Mr. Correr. You have heard the testimony ? 

Mr. Cote. Yes. 

Mr. McArruor. Mr. Chairman, may I be privileged to give the over- 
ll picture of this? 

| am glad the General Accounting Office investigators have qualified 
themselves as Monday morning quarterbacks. However, it is not per- 
taining to last Saturday’s performance, but the thing that happened 3 
vearsago. I would like to go back into the year 1948 when Commodity 
Credit Corporation was the exclusive exporter of bulk grain with huge 
programs, and we had to purchase privately all of the grain that we 
applied on those export programs. 

‘We were buying fairly regularly, at the beginning of the harvest 
n June in the South, in July, in August, and in September when, I 
believe, we dropped out of the market for a while. 

Mr. Correr. This is 1948 / 

Mr. McArtuour. Yes. 

Mr. Correr. Was that a heavy wheat crop year? 

Mr. McArruor. Yes. 

Mr. Correr. One of the greatest / 

Mr. McArruvur. One of the greatest; yes. 

Mr. Chairman, I am banking on my memory, and I reserve the 
privilege of correcting the record. 

In September I went on about a month’s vacation out at my farm, 
ind when I came back— 

The CHarrMan. In 1948, that was? 

Mr. McArtrnur. In 1948, yes. When I came back there had been 
quite a purchase program inaugurated in order to catch up with very 
rgent requirements for export. I found that several million bushels 
had been bought on the basis of the futures, Commodity Credit Cor- 
poration, to determine the day, the hour, the minute of lifting the 
vendor’s hedge on the futures market or place a limit on the level at 
which the vendors’ hedge should be lifted. That was quite disturb- 
ng to me, in that the trade in general knew that the sales had been 
made, that it would be necessary to have these hedges lifted, and, 
consequently, the futures market tended to advance. 

On my own initiative I asked our directors, including Mr. Cole, to 
desist from buying on a futures basis until we were able to lift these 
hedges on contracts already made. 
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Mr. Correr. Do you want us to interrupt you now or later? 

Mr. McArtucr. I would rather you would interrupt me later. 

Mr. Correr. Very well. 

Mr. McArruvur. As I remember, it took about 3 weeks’ time of ver) 
careful work and coordination between our four offices. et cetera 
to get those contracts cleaned up and the hedges lifted. 

One of my superiors was a little critical of my action. It was dis 
cussed in the Administrator's oflice, and the Administrator took my) 
view and from then on we bought on a strictly cash basis at a fixed 
price at the time of the contract. 

Senator Youne. What time was that? 

Mr. McArruvr. That was October of 1948, as I remember it 

We did buy steadily upon instructions, I believe, that came fro 
the Secretary. We bought at times and then stayed out of the market 
a while until we were pressed pretty hard for grain, and this went or 

The market was relatively strong, as I remember, through Novembe: 
and December, anticipating that we had huge programs and woul; 
have to buy a lot of wheat. Through December and January, that is, 
part of December and I think all of January, we bought relatively 
small amounts of wheat. Our supply situation got very tight. W: 
got down to less than 3 weeks’ supply for exports in all positions and 
not properly distributed. 

At that time transportation was very difficult. 

The Army was pressing for a large amount of grains, as well as th 
countries supplied by ECA and countries who bought on their ow 
accounts, 

As I say, the Army was pressing us for wheat, and we were having 
difficulty in getting boxcars; we went to the Defense Transportat i: 
pleading for boxcars to supply wheat for the Army. Defense Trans 
portation said, “You tell us where the wheat is and we will supply 
boxears to get the wheat for the Army.” 

This went on over a 3- or 4-month period. 

It cot down to where we were pretty desperate. So we were au 
thorized to go back in the market. As I remember, about the firs' 
or second week of February the market was in a slump and in less 
than a week’s time I believe we bought somewhere between 30 a1 
40 million bushels of wheat in the Kansas City area, first starting 
with immediate delivery of warehouse receipts, then purchases “t 
arrive.” We found it advisable to afford practically every met 
chant an opportunity to help us get this supply, and we got thi 
wheat at this low price. 

Merchants sold sticks they had on liand. They bought stocks 
that were in country warehouses, and some of the mills sold us wheat 
that they bought for their own grind. 

What was the result? The next week the mills started buying 
back the wheat which they had sold. Many of the merchants had 
difficulty in getting their wheat in from country points to meet thei 
contracts, which we held them strictly to. 

The General Accouning Office never made a record of the amount 
of money that we saved in that week’s purchases, compared to late: 
prices, prices which producers themselves benefited by. 

What we bought were stocks that were out of the producers’ hands. 
and then the merchants and the mills had to go back and buy wheat 
from the farmers at higher price. 








STORAGE AND PROCESSING ACTIVITIES OF CCC 1525 


| should say right here that this was a planned program. 

The Administrator in charge of operations got authority to buy 
our probable wheat requirements within the period, February here, 
March, April, and May, to meet our export programs. We esti- 
mated that it would take at least 100,000,000 bushels to get on to 
a comfortable basis and meet all probable demands on the part of the 
Army. ECA, and other countries. That 100,000,000 bushels was 
allotted to the four offices that handled grain at that time; namely, 
Kansas City, about 55,000,000 bushels; Portland, Oreg., a less amount ; 
Chicago, relatively a small amount, and Minneapolis, 25,000,000 
bushels. 

The directors of those four offices, including Mr. Cole here, were 
authorized to buy that wheat and more or less authorized to go ahead 
and buy the wheat regardles of what authority I might exercise. 
Of course, immediately there came up problems of coordination and 
purchases and movement, and so forth. 

I participated in trying to accumulate the stock of wheat to the 
best possible advantage of the Government. 

[ think the other three offices pretty well accumulated theirs first. 
The Minneapolis office, I think, was the last one to complete their 
purchases. 

It has been testified here that in my discussions with the directors, 
including Mr. Cole, it was to try to keep a steady basis, never to lead 
the market but only to follow it when justified. 

These Minneapolis purchases were largely coming from the coun- 
try, sales by warehousemen. They did not have much. From sales 
by farmers who had wheat under purchase agreements and in farm- 
stored loans, a man who had wheat stored on his farm under loan. 
He would get the support price plus 10 cents storage earnings. The 
same allowance was given to the man that was under purchase agree- 
ment and delivered his wheat on maturity date. 

Now, those farmers, as Senator Young fully realizes, and Senator 
rhye, were concerned about getting their new crops planted and they 
were willing to sell their previous for a little over the loan value or 
less than the loan value, plus the storage. 

And we had every evidence that we were getting a lot of that wheat. 

Now, recognizing that we would have a large take-over, that trans- 
portation was very tight, that we probably would run into difficulties 
in moving any great amount quickly when we were able to get the 
paper processed, and get shipping instructions out late in May, we 
onsidered it advisable to keep on buying wheat at those levels to meet 
our export programs. On all of our buying we tried to get as early 
delivery as possible, so that we could move it to the eastern seaboard 
f required by the Army and ECA for export, either by rail or water- 
rail after navigation opened up. 

I think we got all of the wheat at less than we would have had to 
pay or it had cost us if delivered under price-support programs. 

We helped spread the transportation problem out in that area. They 
could still get boxcars then. They had not gone to the Southwest, and 
ve hada steady movement of eTain into those terminal markets. 

As I said, we set up this LOO,Q00 000 purchase. 

Mr. Cole was fully authorized to buy 25,000,000, 

The circumstances of having it right in hand where we could move 
t when we wanted to move it in terminals, that is, if you have got it 
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in terminals you can say to the Defense Transportation, “Here is ¢|\ 
wheat. Now, the Army wants wheat. You furnish the boxcars.” An 
they did, tight as it might be, but as usual in these big programs, you 
cannot always crystal-ball things. I am going to illustrate that in » 
practical way. 

Yesterday and today we are negotiating a sale of corn to Sout) 
Africa for food purposes, entirely food purposes. They want the bes: 
corn that they can possibly buy, and the United States is the on)\ 
place they can get it. 

We have asked them if they would not rather go to the trade and 
buy the corn. They got in contact with the trade, the exporting 
firms, and the cooperatives, both, and they could not get assurance o{ 
the quantity of good corn that they need, and the merchants were ver) 
doubtful if they could furnish them the quality that they need. »» 
we are working on that contract now. 

We have two bases of pricing. This corn will amount to 10 cargoes, 
about 314 million bushels. It will be shipped beginning in June and 
concluding in November. 

One basis is to price the corn at today’s cash market, f. 0. b. ship. 
plus carrying charges for later shipments, or the other is to contract 
it and price each cargo on date of lift. That is, as each cargo is lifted 

Now, Mr. Chairman, as long as we have all of this talent here I 
am willing to give you my recommendation on which is the best 
method of pricing on these 10 cargoes of corn. I would appreciate 
it if you would ask these General Accounting Office representatives 
after 3 years’ study here, to put their recommendations in. 

I just give this to illustrate that we have to make decisions, and 
we have to make them today, and we have to make them in view of 
today’s circumstances. We cannot look back. 

As I said, on these programs the Army did not pick up as much 
and as fast as they were programed for. I think that was true of the 
other buyers. There was probably some greater demand off the Gulf 
on account of the availability of ships and transportation, and so 
forth. 

So when we saw that Minneapolis stocks did not move too quickly. 

then this transportation proposition came up, and it was moved that 
way. 
They referred to the savings, and the transportation cost there as 
compared to the water-rail and all-rail. Nothing has been said about 
the savings in storage costs during that movement. Nothing has been 
said about helping the Northwest grain transportation situation, and 
so forth. 

In brief, that is the picture. 

Now, I just want to illustrate again here. 

Undoubtedly, we will have the same services offered by Cargill’s 
all-water movement to Albany during the summer season, and no 
doubt transportation costs will be less. 

We will need the wheat over here, in export position. 

The storage rates at the Albany house are less than in Philadephia 
and Baltimore houses, almost one-half, I believe. 

Now, we are going to be faced, probably, with that same decision 
here in the near future. 

In brief, that is the over-all picture. 
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The Cuarmman. Mr. McArthur, if you could be more specific and 
discuss the case that is before us. You heard the brief explanation 
made by Mr. Ellis for the benefit of Senator Thye when he came in. 

There seems to have been a discussion with some of the officials in 
the Minneapolis district that although this wheat was purchased in 
January or February that the date of delivery was not to be until 
May, and that it would be possible or highly probable that the wheat 
could have been purchased ts be delivered in May at a saving of, say, 
15 cents a bushel. 

Can you be specific as to that particular incident ? 

Mr. McArruer. As I atbeam , the purchases of wheat were dur- 
ng the months of February, od h, am April. Any wheat bought 
on the May futures would not have been available, deliverable, until 
after the close of the May futures which, I believe, was May 21 or 22, 
and under the circumstances we did not feel justified in purchasing 
for that late a delivery, because during that time we were quite 
confident that we would be called on for this wheat for export. 

The CHarrMan. You wanted to have it on hand at that time? 

Mr. McArruvur. That is right. 

Senator Younae. You expected to have 2 or 300 million bushels of 
Commodity ¢ ‘redit C orporation wheat whic ‘ you would acquire under 
the price-support program, and you did acquire a large amount, did 
vou not ¢ 
' Mr. McArruvr. That is true, Senator. And taking it after May 1, 
as you know, there is quite a lot of work in getting the loan papers in 
ind processing it and getting shipping instructions out. So the best 
we could hope for was beginning the movement after the middle of 
May. Also uncertainty of the boxcars and transportation. So we 
lid not feel justified in waiting that long, remembering all of the time 
ve had set up this 100,000,000-bushel program in order to meet what 
we considered our probable needs. 

Senator Young. Did you not acquire a large amount of wheat under 
the purchase-agreement program that would not take that long to get 
tinthe hands of the Government ? 

Mr. McArruvur. Well, we did by buying, as a matter of fact. I 
doubt if we would have been able to have operated much faster on the 
purchase-agreement program than with the loan program. 

Mr. Coie. About the same way. 

Senator Youna. Is it not the policy of the Commodity Credit Cor- 
poration to keep its own stocks as low as possible all of the time, to 
make the program more workable, and not as burdensome to the Fed- 
eral Government ? 

Mr. McArruvr. That is true. For several months we had been 
suffering a great deal of the time with a shortage of stocks. We did 
not feel that we had sufficient reserve of stocks to meet the export pro- 
gram as we saw it, and any possible emergencies, so that is why we set 
ip this 100,000,000-bushel purchase. 

Mr. Corrrer. Did you not say, Mr. McArthur, that you just previous 
to this Minneapolis deal had bought 40 or 50 million bushels out in 
Kansas City? Had that not immediately relieved your needs? 

Mr. McArruvr. That was part of the 100,000,000 bushels. 

Mr. Correr. But you did not have to have your 100,000,000 in one 
apsule, did you? I mean, you had one-half of it here in Kansas City ; 
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you got it at a good price. That certainly must have relieved you 
tension, did it not ? f 

Mr. McArruvur. Remember, Mr. Cotter, that we at that time had 
such a huge export program that we had to utilize all port facilities 
that handled bulk grain, and consequently we could not meet the 
program, the entire program, off of the Gulf, regardless of the amount 
of wheat we had there. 

Mr. Correr. You mean you had more ships than wheat, or facilities 
to channel it through ? 

Mr. McArruur. The total movement was so great that we had 
use all the ports, whether the west coast or the Gulf, Baltimore, Phila 
delphia, New York, or wherever it was, and deliberately planned it 
that way. 

Senator Youne. The one thing that is hard for me to understand 
is why a special exception was made for the Cargill Co. to store cor 
in Illinois, and now again you make a special contract with them and 
the kind that is not the common practice with other companies. Could 
you explain that é 

Mr. McArruvur. Senator Young, when the wheat was purchase: 
I knew nothing about who would be the sellers. So far as I knew, it 
was an open offer. And at different times I asked why is it we bought 
so much wheat from Cargill, still realizing that they are a large com- 
pany. The answer was always, because they sell it to us at the cheapest 
price. 

Senator Young. Did you make it a practice of offering other grain 
companies the same kind of a deal ¢ 

Mr. Core. Yes. 

Mr. McArruur. Every merchant had the same opportunity to offe: 
the wheat. 

Senator Young. By future purchases—I mean through the practice 
of buying futures in the market? 

Mr. McArruvur. We bought the cash warehouse receipts today fo 
delivery by a certain date, the vendor might go to the country and con 
tract it and bring it in. When he sold to us he probably hedged, the: 
bought the cash wheat. 

Senator Young. Is there anything to this rumor that has beet 
prevalent around Washington for the last 2 or 3 years that Cargill 
has an “in” with the Commodity Credit Corporation ¢ 

Mr. McArruvur. None whatever, Senator, so far as | know. 

Mr. Correr. You would know if they did, would you not, as head of 
the Grain Branch, would you not? 

Mr. McArruvur. Well, I think I should. Our contacts with them 
have only been the same as with any other grain firm, and they hav 
never used any high pressure tactics or anything like that. 

Mr. Correr. Well, now, there are certain parts of your testimony 
that are directly opposed or contrary to what I think the Genera! 
Accounting Office has testified to this morning. Let us see if we can 
take them up: and see who is right. 

I think the General Accounting Office investigators said that there 
was a backlog on the eastern seaboard to which this wheat was moving 
about the time this was being purchased, and that was a well-known 
fact 

You say that is not true. I think you testified that you were 1 
critical short supply. 
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Mr. McArruvr. I remember distinctly there in January we got 
down to 3 weeks’ total supply in all positions. 

Mr. Correr. You mean that was the average, or you could have 
been glutted on the east coast and starving in the South and Gulf 
ports ¢ 

Mr. McArruvr. It was not properly distributed, even that amount. 

Mr. Correr. Do you recall what the story was on the east coast? 

Mr. McArruvur. As I remember it, there was very little wheat on 
the east coast. 

Mr. Correr. Mr. Johnson, where did you get your information, or 
what are the facts on that, so that we could know what the facts are? 
Do you know, Mr. Weitzel ? 

Mr. Werrzev. Mr. Cotter. page 7 of the Comptroller General's 
rt port states: 

On January 1, 1949, export loadings were approximately 50,000,000 bushels 

hind scheduled liftings 

And Secretary Brannan’s testimony before this committee was to 
the effect that: 

In contrast to previous postwar years when foreign claimants generally made 
every effort to meet shipping schedules on time (and often tried to get shipping 
dates advanced), importing countries, because of more comfortable supply con 
ditions at home, now lack the incentive to cooperate in the manner required to 

chieve maximum exports 

Mr. McArruvr. I should explain there that when we were the 
exclusive handlers we poured wheat in these different port warehouses, 
sort of pipeline it in, and when some claimant country would program 
a cargo of wheat off of Baltimore and was unable to get his ship up 
there at the proper time, and the Army came along and want some 
quick, we would just move the Army ship in and take the wheat. 

In other words, we cut the wheat stream off to whomever came first. 
It worked and speeded things up. 

Mr. Correr. In other words, your volume Was so oreat that it was 
first come and first served ¢ 

Mr. McArtruvr. That is right. 

Mr. Correr. To get it out of there speedily ¢ 

Mr. McArruur. Yes. 

Mr. Correr. I do not think we are quite meeting the issue. Would 
your report in ag Department of Agriculture reflect just what your 
situation was January and February 1949 with respect to your 
supplies on the cea amaatl 

We have the testimony of the Secretary, I think, in February 

Mr. Werrze.. Yes. 

Mr. Jounson. February 7 and 8 and 9, he was up here before the 
committee, 

Mr. Correr. But that was not documented. Is there any docu- 
mentary proof as to what the situation was ? 

Mr. Jonnson. May I say this: So far as the Minneapolis commodity 
office is concerned, the records indicate that they were shipping wheat 
out by rail from other vendors during the period here of January, 
February, and March. They had stocks that they had purchased in 
Minneapolis in store, and also Duluth in store, that they shipped to 
the eastern seaboard by rail. 

Mr. Correr. That does not still answer this critical short supply. 

The Cuamrman. Have you the information now, Mr. McArthur? 
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Mr. McArruovr. I believe we have it here. I believe this inform: 
tion was developed from the work of Compliance and Investigation 

Mr. Unperu.. Yes, that is C. and I. 

Mr. McArruvr. As I read this here, January 1949 we were short 
21,700,000 of meeting our program situation, That is, what w 
actually had programed, firm programs. In February we were sho: 
41,000,000. 

Mr. Correr. Short ¢ 

Mr. McArrnvr. Yes. 

Mr. Correr. What does that mean ‘ 

Mr. McArruur. We did not own the wheat sufficient to cover fin 
programs as of that date. 

Mr. Correr. Well, your commitments could be a year in advance, 
could they not, and still not own the wheat ¢ 

Mr. McArruer. I am talking about firm commitments here. 

The CuarrmMan. Firm commitments. 

Mr. Correr. Even firm commitments. You might be going to ship 
into France or wherever you might be shipping it for a period of a 
vear—that might be a firm commitment, but it might extend over a 
long period of time. 

Mr. McArruvr. This was worked out on the basis of close-up pro 
graming and scheduling. 

Mr. Correr. Maybe we have not got the information right here. 
Even though you had firm commitments and were short on it, it would 
be the other element of whether you were handling it that fast, and 
whether your ports on your east coast to which this movement was 
traveling toward were glutted or not. I think that is the thing we 
have got todevelop. We have some testimony on it. 

The Cuarrmman. Well, Mr. McArthur, if you have a chance to ac- 
quaint yourself with that, you may do so during the noon hour. 

We will meet again at 2 o'clock. 

Mr. McArruvur. Thank you, sir. 

The Cuairman. The committee will stand in recess until 2 o'clock. 

(Whereupon, at 12:45 p. m., the committee recessed to reconvene 

t 2 p.m. of the same day.) 








AFTERNOON SESSION 


(The committee reconvened at 2 p. m., pursuant to the luncheon 


recess. ) | 
(Present: Senators Ellender (chairman), Aiken, Young, and ) 
Kem.) s 


The Cuarrman. The committee will be in order. 
I was informed that Mr. Douglas B. Bagnell, who is Chief, Com- 


pliance and Trade Practice Division, is present, and would like to ' 

make a general statement on the subject before we go into detail, 

similar to that made by Mr. McArthur this morning. “ 
Raise your right hand. You do solemnly swear to tell the truth, \ 

the whole truth, and nothing but the truth, so help you God ¢ - 


Mr. Baeonewi. I do. f, 
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TESTIMONY OF DOUGLAS B. BAGNELL, CHIEF, COMPLIANCE AND 
TRADE PRACTICE DIVISION, COMMODITY EXCHANGE AUTHOR- 
ITY, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Correr. Will you give your name ?/ 

Mr. Baene.L. Douglas B. Bagnell. I am Chief of the Compliance 
snd Trade Practice Division of the Commodity Exchange Authority. 

Mr. Correr. Is that in Agriculture? 

Mr. Bagnewti. Yes, sir, that is a bureau of the Department of 
Agriculture. 

Mr. Correr. Does it come under PMA or the Commodity Credit 
( orporation ¢ 

Mr. BaGne.i. No, sir, it has no connection except being a separate 
bureau in the Department. 

Mr. Correr. What are your principal functions 

Mr. Bagnewy. It has to do with the regulation of the futures mar 
“et. such as the Chicago Board of Trade, the New York Cotton Ex 

ange, the New Orleans Cotton Exchange. I think you are familia 
with it. 

The Cuarman. Slightly. 

Mr. Correr. Standards? 

Mr. BaGne._ut. No, sir. We have nothing to do with standards, ex 
cept as they relate to deliveries of futures contracts. 

Our primary function is the prevention of manipulations in futures 

itiolis, corners, squeezes, bear raids, und similar manipulative 
operations. 

I was asked by the PMA people to give our views as to the probable 
effect on future markets of some of the operations that I heard de- 
scribed and suggested here this morning with particul: ar application 
to how a large purchase program might have affected the Minneapo- 
lis grain situation. 

The Cuamman. Were you present this morning? 

Mr. Bagneiy. Yes, sir. I was here all the morning. 

| might say, also, Mr. Chairman, that what I heard this morning is 

ll that I know about this case. I have not investigated the back- 
ory of it in any respect, except what I heard this morning. 

As I understood this morning, one of the suggested alternatives 
to what was done by the ¢ ‘ommodity Credit Corporation was the pos 
sibility of having bought M: ay futures in Minne: apolis which were at 
a substantial discount under the cash commodity and standing for 
delivery of the May futures inasmuch as the gr: iin was not actually 
used until May or later. 

Mr. Correr. I think you could buy on deferred delivery basis. 

Mr. Baeneiy. I thought I wascomingtothat. It seemed to me that 
the suggestions covered both of those possibilities. 

By speaking first to the possibility of buying the May future I would 
say that the history of the Exchange and history of deliveries on the 
Minneapolis Exchange is such that I am sure that any attempt to 
actually acquire 4 or 5 or 6 or 11 million bushels of wheat in the May 
Tuture would have completely disrupted the market. ; 
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I have some figures here on the actual deliveries made on the Minn 
apolis Exchange in the May contract from the year 1940 through th 
year 1949. 

In 1940 there was 161,000 bushels delivered. 

In 1941 there was 410,000. 

In 1942, 1,497,000. 

In 1943, 1,147,000, 

In 1944, 376,000. 

No deliveries in 1945 or 1946. 

In 1947, 122,000, 

In 1948, 28,000. 

In 1949, 100,000. 

[ do not think there is any question at all 

Mr. Correr. Of course, Mr. Bagnell, that would not be too relevant 
a figure, would it, in that most people liquidate their future part tly 
date of actual delivery. And is not the trading in futures for the 
purpose of hedging and playing the markets; is not the volume very 
much greater than actual physical deliveries? 

Mr. Baeneti. Yes. Generally, less, much less than 1 percent of th 
total trading results in delivery, but the point I was trying to make. 
sir, is this—I am coming just in a second to this question of buying 
for deferred delivery, based on the future—under those circumstances 
there would be no question of delivery—delivery would not be 
necessary. 

I just wanted to dispose first of, to me, the remote possibility of 
standing or actual delivery on the futures contract. 

I think perhaps the gentlemen from the General Accounting Offic: 
indicated just a second ago that was not what they had in mind. But 
I would like to say, in our opinion, that would be utterly out of the 
question. 

On this question of buying based on the deferred buying for cle 
ferred delivery, based on the May future, that could be done, it seems 
to me, in either one of two ways. Iam not sure which was Intended. 
Buying in February based on the then price of the May future, 01 
buying in February, price to be fixed in May on the price of the May 
future existing in May. 

You are familiar with that, Iam sure, in cotton. 

Going first to the first possibility of buying in February on the 
basis of the May price existing in February, that means that some 
body is selling, we will say, Cargill in this instance is selling to Com 
modity based on the May price. TI believe there were some 22,000,000 
bushels involved in this whole deal, not Cargill, but all put together 

If that had been bought entirely on that basis I think all of those 
who sold to Commodity would have been buying the May future, 
because that is the way they would get their perfect hedge. And | 
think if you had corresponding purchases of the May future at the 
same time that these sales were being made to Commodity that your 
May future would have pulled itself up pretty sharply, not only by 
the purchases of these sellers of the cash commodity, but, perhaps. 
even more by the fact that you cannot conduct a program like that. 
The Government, certainly, cannot without a lot of people knowing 
about it. And you would have quite a large number of sharpshooters 
helping the Government buy its grain, by buying the May future. 
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Mr. CoTrTer. Let us see if we can apply your expert knowledge to 
the situations that I understand actualy existed. I do not think we 
are talking about 22,000,000 bushels here. The program was to buy 
25,000,000 bushels. 

I think anybody will agree with you that you could not go out and 
pick up any amount like that on the futures market or on any cash 
market without disrupting your market. I think the testimony has 
been, and the expert testimony of the trade, the testimony that the 
General Accounting Office people have, relates to the fact that 5 or 6 
million, in the neighborhood of 5,000,000 bushels, could have been 
picked up in this manner where ay. ‘re was such a differential between 
your future price and your cash price. I think it amounted to some 
thing like ZO cents or in excess of 2O cents. 

Let me ask you, Is it not unusual for there to be that much spread 
between your cash market and your future market which is only a few 
months away ¢ 

Mr. Baene yi. It is unusual for a year-in and year-out comparison, 
but it was true in a great many grains, a great many commodities 
long about this time. We had a general shortage. People wanted 

ie stuff, wanted it then. The actual cash commodity. And we had 
similar spreads in soybeans, corn, and other commodities where people 
were so anxious to get the immediate delivery and as pointed out here, 
a lot of this wheat was premium grade wheat. The futures price did 
not reflect that, but the cash price did. 

And the combination of wanting it right here and now, not w aiting 
until May, made this, it was still unusual, but it was not unexplainable 
t all. 

Senator YounG. May I interrupt there. You say the purchase of 
95,000,000 bushels of wheat on the Minne “apolis Exe +hange would have 
a big effect on the market / 

Mr. BaGnewy. Yes, sir. 

Senator Young. At the same time they purchased about 50,000,000 
bushels in the Kansas City market. Are not the markets very similar? 

Mr. Bacneiyi. If that had been purchased on the futures market in 
Kansas City, Senator Young, | { unk it would have completely de- 
moralized the Kansas City futures market. It was bought, as I know. 
It was not bought in the futures market in Kansas City. And I think 
t was bought, I think it was bought somewhat in a similar fashion to 
the Minneapolis deal. 

Senator Youne. Is it your contention that there would be less 
disrupting influence on the market by buying on the cash basis rather 
than on the futures basis / 

Mr. BaGnetu. bay sir, very much so, for the reason that I men- 
tioned a moment ago, that if you start m: aking purch: ises of that size 

i the futures mar ket. partic ul: irly when m: ade by the Government or 

e Government is causing it to be made through a second-hand proc- 

. You are going to have a lot of people helping the Government 
buy its grain, 

Senator Younc. From my limited knowledge I would agree with 
you, certainly. 

Mr. Correr. I think the testimony has been that this grain, some 
of it, was needed immediately, and some of it was needed for future 
delivery. 
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Mr. Baenewt. Yes, sir. 

Mr. Correr. I think the facts clearly reflect that. Asa very expe: 
enced commodity man, if you had to buy some grain in the Minnea) 
olis market at that time, and you needed some immediately and some 
for future delivery, and you found, let us say, hypothetically, you 
May future at $2.10, and your cash price, the spot price, at $2.30, how 
would you have gone about buying—would you have paid all cash spor 
prices and ignored your future situation ? 

Mr. Bacnett. As a private operator or as a representative of tl) 
Government ¢ 

Mr. Correr. Unless Commodity can be explained, why should the: 
be a difference—I cannot see it at the present time. 

Mr. Baenew.. I think the gentleman has answered that in just ab 
the way I would here, a representative of the Pillsbury Mills mad 
this statement : 

If we had needed the wheat I think we would have bought perhaps 5 millio: 
bushels in relatively small purchases through February, March, and April for 
delivery in June and July. 

Getting into the beginning of the new crop year there. 

At a smaller premium over May futures than the then current cash price 
However, purchases on this basis by Commodity Credit Corporation are ar 
entirely different matter. After all, the removal of over 20,000,000 bushels of 
wheat from the market is bound to have its effect on the market in one way 
or another. The market adjusts itself to such conditions as soon as the 
became known, and any device which Commodity Credit might use to take advan 
tage of an apparent distortion between cash and future prices would be of onl; 
temporary benefit. 


That is the point I am trying to make. 


The Cuatrman. What are you reading from ? 

Mr. Bacnewi. I am reading from a statement from an investigation 
report, a statement by a representative of the Pillsbury Mills in Min 
nea polis. 

The Cuarrman. To whom was that made? 

Mr. Baenewt. It is purely hearsay, so far as Tam concerned. Made 
to one of our investigators, a statement by Mr. 

The Caarmman. Did you hear the reports read from the Genera! 
Accounting Office ? 

Mr. Bacnewu. Yes, sir. 

The Cuarrman. What do you say to those? 

Mr. Bacnewi. I know most of the firms that the General Account 
ing Office had the reports from, and I believe that any of them would 
agree with the premise that if you go in and buy quantities like this, 
that at the time you buy them you are going to have an effect on which 
ever market you are working on. If you buy futures I think vou wil! 
put up futures. If you buy spot vou are going to put up spot. 

The Cuatrman. From what I can understand, the General Account- 
ing Office sent a hypothetical case which included the facts pertaining 
to this case, and those are the answers they obtained. 

Mr. Bacnett. I did not know what they asked, sir. 

Mr. Correr. Maybe you started out with different premises, Mr. 
Bagnell ? 

Mr. Bacneti. This man was asked—was asked the same question 
vou asked me, how would you have gone about it. 
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Mr. Correr. I asked you how you would have gone about buying 
some wheat if you had that much differential between your two mar- 
kets, the futures market and your spot market. 

Mr. Baenetu. If I had to have the wheat right away I would have 
gone into the spot. 

Mr. Correr. You would have to buy—— 

Mr. Baeneti. And bought it regardless of the trend, of course. 

Mr. Correr. If you had to have some presently, my question was, 
and if you had to have some for future delivery. 

Mr. Baenewy. If I had known that I did not have to have some of 
that wheat until June or July I would have bought it based on the 
July futures contracts. 

Mr. Correr. In May, you mean the May contracts ? 

Mr. Baenewy. If I had known that I had to have some in May, but 
n doing that I would have expected the May contract to have gone 
up back in February. I would not have expected it to stay where it 
was back in February. 

Mr. Correr. You would not have cared if you could have gotten 
some very advantageous buys, by buying on the basis of your May 
price for deferred delivery, even if it had inched up slowly as you 
continued to buy on that basis, if you were getting a better price for 
deferred delivery. 

Mr. Baenetyi. Than I would have? 

Mr. Correr. You would not have cared. 

Mr. Bacneti. That would obviously have been better. 

Mr. Correr. You would have been saving money; would you not? 

Mr. Baenexu. I would have cared when I saw the May going up. 

Mr. Correr. Yes. 

Mr. Bagnewy. Each time it went up. 

Mr. Correr. The farther it went up the less money you would have 
made. 

Mr. Baenewy. I would have known this, I would have known that 
suppose I decided to buy in the spot market, and I knew that I was 
not going to need some of this stuff until May or June, so I did not 
buy it all in February or March, as I understand Commodity Credit 
Corporation did. Well, undoubtedly, in my opinion the price of spot 
wheat in February and March would not have been as high as it actu- 
ally turned out to be, because I would not have been in there buying 
20 or 10 or 6 or whatever it was million bushels. On the other hand, 
the price of wheat in the month of May would have been higher than 
it turned out to be, because I would have been shoving forward into 
May some of the impact of this purchase program, so that a compari- 
son of the price that did exist in February against the price that did 
exist in May, to me is entirely misleading, because you reversed your 
purchase program and bought in May instead of February. That 
price relationship would, certainly, have been entirely different. 

Mr. Correr. I think that is right, but I do not think that has any 
bearing on the particular issue that we have here before us. 

Mr. BaGNELL. Maybe not, sir. 

Mr. Correr. Does it? 

Mr. Barnewu. I think it has bearing on the question of how these 
people came out on their deal. The suggestion was made they should 
have done this other thing. 
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Mr. Correr. Let us get back to our premise here which I understood 
is substantially the situation we have before us, namely, that they 
needed some wheat immediately, and they needed some for future 
delivery, and they had a great differential between their May future 
market and their cash spot which existed all through this period up 
to May. ; 

Mr. Bacnewi. Yes, sir. 

Mr. Correr. And I think you have testified that you would try to 
pick it up both ways? 

Mr. Baenewn. Yes, sir. 

Mr. Correr. You would hope to save money by buying it on the 
basis of the May future for deferred delivery ? 

Mr. Baenet.. But I would not have hoped to have saved as much 
as the figures indicated I might have saved. 

Mr. Correr. You mean as the figures that the General Accounting 
Office has indicated this morning ¢ 

Mr. Baeneti. The existing figures of price relationship. I think 
the price relationship would have been different had I done that. 

Mr. Correr. I think it would have. 

Mr. Bagnewn. Yes. 

Mr. Correr. But I am wondering if the figures that they have come 
up with do not take that into effect, do you know ¢ 

Mr. Bagne ty. I do not. 

Mr. Correr. I do not know whether we have got into the facts far 
enough. 

Mr. Baenett. The point I am trying to make is that you have to 
be more clairvoyant than I am to know how much lower February 
would have been and how much higher May would have been. I do 
not knew. 

Mr. Correr. I think that is right. Who in Pillsbury gave you that 
statement ¢ 

Mr. Baene i. That statement was made by Allen Q. Moore. 

Mr. Correr. The General Accounting Office has a statement from 
a Pillsbury man. I am wondering if it 1s the same individual. 

Mr. Jounson. It is. We talked with Mr. Moore on May 4, 1951. 

Mr. Correr. What does he say to you? 

Mr. Jounson. Mr. Moore invited into the conversation Mr. Ado- 
meit, who was introduced to us, as the firm’s grain man, Mr. Moore 
saying that he was not active in that department. 

The circumstances were outlined to Mr. Moore and Mr. Adomeit 
in which the Corporation was, the same thing that we have done 
over here, and Mr. Moore and Mr. Adomeit were then asked if their 
answers were based on theory, and they replied firmly that they were 
not. They were both certain in their belief that the purchase of 5 or 
6 million bushels of wheat by the Corporation through the use of the 
futures would have no serious impact on the futures market. Mr. 
Moore stated the cash would have gone down, the futures woud have 
gone up, but if the futures had been spread over a period of 2 or 3 
months the futures prices would not have been affected to any ap 
preciable extent. 

Mr. Bacnewi. I wonder if that contemplated acceptance of deliv 
ery on the futures market. 

Mr. Jounson. I do not think it did. It contemplated deferred de- 
livery type of contract. 
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Mr. Bacneti. Understand, I never saw Mr. Moore in my life. I 
simply said, that is, what he said here, pretty well expressed my 
answer to your question. 

The Cuatrman. How does his differ, what he gave you, what you 
have there just now read ¢ 

Mr. Bacnewy. I do not see an awful lot of difference. He goes quite 
a little bit further here. 

Mr. Correr. He is talking about some twenty-odd millions. 

Mr. Bacnetx. He mentions the fact here that this whole program 
‘involves the removal of 20,000,000 bushels of wheat from the market. 
| assume that his answer here was based on the assumption that if it 
was good for Commodity Credit Corporation to do this in connection 
with Cargill’s end of the deal, that it ought to do it in connection with 
everybody else’s end of the deal, and you would wind up witha pretty 
hefty load of purchases in a May contract. 

There is one thing on the May contract I think you all should be 
conscious of, that is, that it is the tail end of a crop year. The May 
futures is more susceptible to pressure and congestion than any other 
grain in the futures. And, certainly, from the history of the market 
the acquisition of anything like this in Minneapolis I know would 
scare us to death if we found anybody buying that quantity on the 
Minneapolis market. 

Mr. Correr. Of course, the Department of Agriculture knew that 
they had the greatest crop in history in their bins this year. 

Mr. Bagnewy. Yes. 

Mr. Correr. In 1948? 

Mr. Bacne i. I am not too expert on that, but I think it was. 

Mr. Correr. Is that the statement you wanted to make / 

Mr. Bagneni. That was all I had, I think. May I glanee at this 
just a second to see if there is any other point that I did not make. 

Senator Youne. Mr. Chairman, while we are waiting, may I say 
that the Subcommittee on Civil Functions is now meeting, and also 
Armed Forces. We have a $52 billion request over in Armed Forces, 
and I think that may be a little more important than this, so I ask to 
be excused. 

The Cuairman. All right, I will carry on. 

Mr. Baenewy. I think that is all that I had. Thank you. 

Mr. Correr. Were you able to get those figures that we asked you 
to obtain when we recessed, with respect to the amount of inventory 
you had on hand at portside during early January and February, Mr. 
McArthur? 


TESTIMONY OF WILLIAM McARTHUR, DEPUTY DIRECTOR, GRAIN 
BRANCH, PMA, UNITED STATES DEPARTMENT OF AGRICULTURE, 
AND JAMES A. COLE, DIRECTOR, PMA COMMODITY OFFICE, 
MINNEAPOLIS, MINN.—Resumed 


Mr. McArruer. Yes, sir. 

The figures that we have here show that the Chicago office had on 
hand and to be delivered about 15 million bushels. 

Mr. Correr. Fifteen million ? 

Mr. McArruur. Yes, and 5 million of that 15 had not yet been 
delivered. , 
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Mr. Correr. You mean they had not received it? 

Mr. McArruvr. ay hadn't received it. It had been bought on 
contract, probably for January delivery. Now, I should explain t! that 
the Chicago office handled all the grain ‘from what we call the Chicavo 
area, Iowa, Illinois, Indiana, Ohio, and all States east. 

Mr. Correr. That isn’t particularly a wheat office, is it? 

Mr. McArrucr. No, not primarily. And some of this wheat ma 
have come from Minneapolis and been stored in that area. 

This wheat, in all probability, may have been stored in Chicago 
Milwaukee or Indianapolis or Toledo, Buffalo, and so forth. Proba! 

a large part of it at interior points. 

Mr. Correr. Would the New York office reflect how much inventory 
they had in their area? 

Mr. McArruvr. We didn’t have a grain office in New York at that 
time. 

Mr. Correr. Chicago would carry your inventory ¢ 

Mr. McArruvr. That’s right. 

Mr. Correr. As of what date? 

Mr. McArruvr. January 1. 

Mr. Correr. Have you got another reading on that, 1949? I mea 
have you got a February 1 figure or anything like that ? 

Mr. Correr. No. 

Mr. Mc Arruvr. Now, Minneapolis of the same date, January 1, had 
only 635,000 bushels on hand, and a little over 1,000,000 bushels to be 
delivered, which is a very low position. The Portland office 

Mr. Corrrer. That would be west coast ? 

Mr. McArruvur. West coast. [Continuing.| Had 2,000,000 
bushels on hand and to be delivered. 

Mr. Correr. What about Kansas City? 

Mr. McArruvr. In Kansas City, they had 20,000,000 bushels on 
hand and to be delivered. 

Mr. Correr. Did Kansas City grain flow both ways, both to the 
Gulf and to the east coast ? 

Mr. McArruvr. It flows normally to the Gulf, and when transpor- 
tation is tight, which I think existed during this period, they did not 
permit it to come east. 

The Cuamman. When you say 20,000,000 on hand and to be deliv- 
ered do you mean that you did not have 20,000,000 on hand ¢ 

Mr. McArruur. That’s right. 

The Cuarrman. In other words, the total on hand and what was 
to be delivered aggregated 20,000,000 ? 

Mr. McArruvr. Yes. 

The Cuamman. I see. 

Mr. McArruvr. Now, this all totals up approximately 38,000,000, 
slightly over 38,000,000 bushels, which is even a tighter position than 
I thought. 

Mr. Correr. You mean you would consider that a critical 

Mr. McArruer. Oh, absolutely. Remember, the greater portion 
of it was undoubtedly in the interior points still having to be moved. 

Mr. Correr. As long as you had that, or had it for delivery, that 
would not necessarily make your position with respect to cash buying 
critical unless you were moving it out at a greater rate of speed ? 

Mr. McArruvr. Well, as I remember, this low stock cut down 
very appreciably on our January exports because we were just unable 
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to get enough wheat to the ports, and I, looking back, am impressed 
that we only purchased 100,000,000 bushels to cover this period from 
January to May, inclusive, under those circumstances. 

The CHarrman. Mr. McArthur, when you bought that grain from 
Cargill & Co., do you know whether or not the company had that 
amount on hand for de livery or did they buy it in the future? 

Mr. McArruovr. Senator, I can only assume, and I think it is at 
least verified by their own statements, that they either had the grain 
or had it bought to arrive, or had it hedged, in order that they could 
purchase cash wheat as soon as possible and lift their hedge. 

The CHatrman. When you made your payments, was that wheat 

pposed to be in bin for your account ? 

Mr. McArruvr. Not always. 

The CHairman. Then, would it not be possible for Cargill & Co. 
to use your money to trade in other transactions ¢ 

Mr. McArrucr. Senator, we never pay for any wheat unless we 
have physical delivery. 

The CuarkMan. That is what I thought. So that when you actu- 

lly paid for the 6,000,000 bushels, then, that wheat was in the pos- 
ession of Cargill for delivery to you upon payment by you? 

Mr. McArruor. That’s right. 

Mr. Corr. Every bushel; yes, sir. 

Mr. Corrrr. I don’t know on the condition of your seaboard ele- 
vators or how full they were, whether it is entirely relevant to the 
ssue, but if in fact your seaboard elevators were full, why would CCC 
consider buying in February and March, and so forth, for future 
delivery, which they did? You were paying cash spot prices, but your 
del very instructions were delayed. 

Mr. McArruvr. As I said before, many of these purchases covered 
spot delivery of wheat. In other words, they would turn over the 
warehouse receipts the same day. 

Mr. Correr. I think the complaint is that practically all of them 
except Cargill—although on a spot basis they were for future delivery. 
Primarily I am talking about Cargill when I ask that question. 

sick Mc Arruor. I think we could produc e records to show that we 

ught from all companies, at least they had the opportunity to sell 

to us, hedge their purchase and go out and buy cash wheat or wheat 

to arrive. The contract might be a contract today to deliver 15 days 

from now or 30 days from now a certain amount of wheat, and that was 
er obligation. 

Mr. Correr. At least, the GAO report reflects that the Cargill pur- 
chases were much more in the future, and that actually it was con- 
templated that CCC would make use of the cheaper transportation 
facilities Cargill had at its disposal, and that most of this wheat would 
be transported by all-water route, effecting that saving; isn’t that 
right, Mr. Cole ? 

Mr. Corin. Yes, that’s right, but, as Mr. McArthur said, we never 
paid for any wheat that we did not have title to. 

Here is the picture that I think Mr. McArthur has given as the over- 
all picture, and it is very good. As I said this morning, Senator, I 
have not read this report at all and all I am giving you is from memory, 

I remember that the situation was a very critical one at the time, 
ind we were taking that wheat from Cargill or from anyone else that 
would sell it to us at that time for delivery now or any time up there 
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to where we needed it, because we knew very well that we were not 
going to get enough wheat in May or possibly June from our own 
take-overs to help us out. We needed this wheat—— 

Mr. Correr. You did know that? How did you know that when 
you had one of your great takeovers that year? 

Mr. Corr. Just because the notes come due on April 30, you don’t 
have the wheat the next day. 

Mr. Correr. You said May and June. 

Mr. Cote. We are working on a deal right now, we are working on 
our takeovers. My office right now is working night and day on the 
takeover that just occured last week. Mr. McArthur has been after 
me all day, “How soon are you going to get that wheat.” 

We don’t be able to give him that wheat on loading orders at the 
lakehead in my opinion until the middle of June, maybe the last of 
June. 

Mr. Correr. None of it? 

Mr. Core. Very little of it, because you understand we take this 
wheat over in 4,000 elevators all over that territory, all those docu- 
ments have to come into our office, be audited, checked off, the ware- 
house recipts checked with the loans for the collateral, put into our 
inventories, run through our IBM machines. 

Then we have got 4,000 inventories of all different grades. There 
might be 10 different classes in each house. Then you have got to 
send your loading orders out to order that grain in. 

Mr. Correr. Mr. Cole, as I recall your loading orders and your 
paper work on your shipments of grain out, they are months and 
months behind on these cases where you developed conversion later, 
and so forth, and I am a little surprised to hear that you wait for your 
audits and all your checks before your grain moves on the takeover. 

Mr. Corr. Maybe some of those things happened after we sent the 
loading orders out, but we can’t start sending the loading orders out 
right in May because we don’t know what we have got. 

Mr. Correr. You know you have got a lot of grain. 

Mr. Core. We know we have got a lot of grain, yes. 

Mr. Correr. Don’t you actually send your orders out and let your 
paper work catch up with it? 

Mr. Corr. No, we don’t. We have to know what that elevator’s 
liability is, and if we let them start shipping and we don’t know what 
the grain is, we don’t know wether it belongs to us or not. 

That was where we got up against it in 1949 or 1950, and they 
brought us down before this committee because they weren’t getting 
settlements out and yayments to them. You remember that, Senator. 

The Cuamman,. Yes. 

Mr. Coix. We let them ship. At one time we had 4,000 cars on tracks 
and we had no records, and we did not know whether we owned that 
grain or who shipped it. You have got to have records of shipping. 

Mr. Correr. Let us get back to our real premise here. I mean, you 
gentlemen may have a perfect explanation, but we keep drifting off 
into other issues. Probably I am to blame. 

I think Mr. McArthur said that in September that he had ordered 
or permitted, or that there was at least a great deal of grain, several 
million bushels, at least, of grain, purchased by CCC on the basis of 
futures; is that right, Mr. McArthur? 
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Mr. McArtuor. | said that when I got back from my vacation, I 
think it was around the Ist of October—— 

Senator AIKEN. 1948? 

Mr. McArrucr. 1948. |Continuing:| I found there were several 
million bushels of wheat that had been purchased on the basis of the 
futures. 

Senator ArkEN. While you were on vacation ¢ 

Mr. McArtruur. Yes. 

Mr. Correr. Would that have been against your instructions ¢ 

Mr. McArruer. No. 

Mr. Correr. Had there been any policy against doing that ‘ 

Mr. McArruur. Before I left, or at the time I left, 1 believe we were 
out of the market practically, and while I was gone, the directors were 
authorized to purchase a lot of wheat to meet urgent programs, and 
they were authorized to purchase on the basis of the futures. 

Mr. Correr. Why do you suppose they chose to purchase on the basis 
of futures? Weren't they getting a better price that way ¢ 

Mr. McArruecr, I think the primary purpose was to get wheat, as 
much and as quickly as possible. 

Mr. Correr. But it was quicker to get it by buying on the basis of 
futures than it would be buying on the basis of cash? 

Mr. McArruvr. It happened to be at that time. 

Mr. Correr. I don’t understand it. 

Mr. McArruvr. Mr. Cole might have contracted 200,000 bushels 
today from John Doe for illustration, and had agreed the price would 
be 2 cents over the Minne: apolis futures. 

Senator ArkEN. This is a hypothetical example, isn’t it ¢ 

Mr. McArruvr. That’s right: yes. And with the understanding 
that Mr. Cole would determine the hour on which the vendor would 
lift his hedge. 

Senator ArkeN. Would you mind saying for the record what lifting 
rt | hedge is ¢ l would | ke to know what kind of il hedge you lift. Just 
what do you mean by that term “lifting a hedge”? 

Mr. McArrueur. The minute the vendor made the contract with Mr. 
Cole for the 200,000 bushels, he may or may not have had the wheat 
sold in the futures market, whi h was hedging it, and then when he 
sold it to Mr. Cole, he had to lift that hedge. 

Senator Aiken. Make good. 

Mr. McArruvur. Make good. 

Mr. Core. In other words, he says John Doe—they are what you 
call a line house. They operate ina line of country elevators. 

They go back a little farther—and I remember the incident very 
vell. They of course are buying w heat all the time at all these several 
hundred country elevators. Well, as they buy that in the country, 
it is not available for sale on the Minneapolis market. As they buy 
it each day, they go into the futures and sell it. 

They put a hedge on it. They sold the May futures on the wheat 
they were buying each day until they could get the cash wheat into 
the terminal market to sell. All right, that day he sold me the two 
hundred thousand, he said, “I have got to lift by May.” He had 
the May sold, so I would say, “All right.” In our office at least we 
did this. 

Say the May was 2.14. This is just hypothetical. We would say, 
“Provided you get the May so you can sell that wheat to us at 2.16. 
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That is our price.” So therefore we would not let him run the future 
up to make the price higher, you see. 

When Mr. McArthur came back from his vacation, I think some 
of the offices were saying, “We will take it at 2.14 over the future,” 
but not in all cases did they stop the future. Now this is all hypo- 
thetical. I might have been buying at 2.16 and Kansas City might 
have let that future run up to 2.18. So he would have made 2.20 fo: 
the same class of wheat while I was paying 2.16. 

Now if Kansas City would have said, “Well, I will put a stop on 
you too, I won't pay over 2.16,” then he could not have sold it to us 
at any higher price, because they have got to go back into the pit, and 
they call it lifting a hedge. They have got to buy back the futures 
that they originally sold on cash wheat as a hedge. 

Now here is the thing. Let me explain your position there a while 
ago. I think you got the idea that Mr. McArthur, while he was on his 
vacation, the offices were buying futures and taking deliveries. 

Mr. Correr. No; I don’t think so. 

Mr. Core. We have never done that. 

Mr. Correr. I had the impression they were buying on the basis of 
futures. 

Mr. Cote. That is what they were doing. 

Mr. Correr. Buying for deferred delivery, and in that way they 
could get wheat cheaper. Mr. McArthur testified they were doing 
it to get delivery quicker, and I can’t understand that. 

Mr. Corr. I might interpolate this 

Mr. Correr. Can you explain it ? 

Mr. Cote. We might have said in Kansas City we will pay 2 over 
and we won't pay over 2.16. 

Mr. Corrrer. Now what has the price got to do with quick delivery ? 

Mr. Coxe. “Provided you give us delivery within 10 days.” He 
might have said that. That is quick delivery. 

Mr. Correr. If you bought it for cash, you could have it that day 
or the next day if you paid the price. 

Mr. Core. You couldn’t have it the next day unless somebody de- 
livered it to you. 

Mr. Correr. The only reason you would be going into deferred 
delivery would be, one, you did not want it now, you wanted it then, 
and probably because you made a saving by buying it for deferred 
delivery because you were buying it on the basis of some future price, 
right ? 

Mr. Coir. Yes, you buy it as cheap as you can, but to explain here, 
as Mr. McArthur has pointed out, the cash situation during that 
buying period was extremely tight. My office has 635,000 bushels in 
a space for 200,000,000 bushels. That is a pretty small inventory. 
That is the smallest I think we ever had. 

Mr. Correr. You mean the wheat was not available? 

Mr. Cote. The wheat wasn’t available, no, sir. 

Mr. Correr. In the fall of 1948? 

Mr. Core. Or in the spring of 1949, either. You see, we just pointed 
out here we had a lot of wheat under loan. 

Mr. Correr. It was available but you could not coax it out of the 
bins? 

Mr. Core. No. 

Senator Kem. You did not need it until the following fall. 
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Mr. Core. We needed it as early as we could get it that spring to 
meet these tremendous commitments they had on the seaboard. 

Senator Kem. You did not get it from the Cargill Co. until the 
following fall? 

Mr. Cote. We got it in May and June. 

Senator Kem. Bought it when ? 

Mr. Coie. We bought it in the spring, February, March, and April. 

The Cuarmman. February, March, and April. 

Mr. Cote. We got it in June and July, some of it in May. 

Senator Kem. You already had gotten possession of your loan 
wheat then ¢ 

Mr. Core. Yes, but we did not have it available to ship in large 
amounts in May, in June. 

Senator Kem. Why didn’t you? 

Mr. Core. Because you couldn’t get it into position. As I have 
explained here, it takes a long time, Senator, to go out to all these 
country elevators and get cars. Cars, as you know, have been a topic 
of great discussion here. They have been short. Maybe you can't 
get cars to move it right away. 

It is just a tug of war to get that stuff in promptly. So what we 
were doing under Mr. McArthur’s guidance was to get this wheat—the 
whole thing was a rush to get that wheat—to meet his Army require 
ments; was it not ¢ 

Mr. McArtruvur. That’s right. 

Mr. Coxe. As early as he possibly could in the summer and spring 
of 1949. 

Senator Kem. His what requirements? 

Mr. Coie. His foreign requirements, export requirements. He is 
buying for the Army and ECA. He had definite commitments, and 
as you told me on the phone a number of times, what are we going to 
do with these ocean ships. 

Senator Kem. With what ? 

Mr. Coie. The ocean ships coming into the Atlantic seaboard to 
take this wheat. They had demurrage. You had to have something to 
put on those boats. 

Senator Arken. Did the price of wheat go unexpectedly low in the 
spring of 1949, the new crop wheat ? 

Mr. McArruvr. It did. 

Senator Arken. I said this morning that was my impression. 

Mr. McArruer. It did in January and February. 

Senator Arken. In Texas and Oklahoma? I was thinking of the 
new crop wheat that came in beginning in May down there. 

Mr. McArrtuer. It did sink some. I would like to explain further 
this buying on the basis of futures. 

We bought from this vendor, say, 500,000 bushels. He would hedge 
that 500,000 bushels and then he would go to the country and buy 
cash wheat and say he bought 50,000 today, then he would have to 
lift his hedge. 

Now, these contracts that I was speaking of were bought on the 
basis of the futures at 2 over, and that was the price. If the futures 
went up tomorrow 2 cents, it cost CCC that much more, so to protect 
ourselves we retained the right to determine the level at which we 
would permit him to lift his hedge, or call him and say, “You lift 
this hour and minute.” or something of that sort. 





1544 STORAGE AND PROCESSING ACTIVITIES OF CCC 


There were so many of these contracts standing open that we 
stayed out of the market until we could get those contracts completed 
and it took about 3 weeks to do it. 

Senator Arken. When you call them you call on them for delivery / 

Mr. McArruvr. What I meant, he may have had all the wheat 
hedged, and he had still to lift those hedges, buy them back. 

Senator Kem. Did you have arrangements with any other company 
similar to that which you had with Cargill, Inc. ? 

Mr. MoArruur. Oh, yes. On this matter, the buying, purchase 
methods were the same. 

Senator Kem. You mean where you paid the spot price and ob 
tained delivery several months later ¢ 

Mr. McArruvur. Let us not get confused between spot wheat and 
buying it for delivery at some later date. 

Senator Kem. I am not confused about that. I understand on the 
Cargill contract you paid the price as of the time you bought it, and 
then obtained delivery several months later; isn’t that what occurred 
there ? 

Mr. McArruvr. Many of those purchases were bought maybe in 
February and March for April 1 delivery, or April 15 delivery, or 
April 25 delivery. 

Senator Kem. Now my question to you is, Did you make trans- 
actions of that kind with other companies besides Cargill ? 

Mr. McArruvr. Yes, sir. 

Senator Kem. What companies ¢ 

Mr. McArruvr. They are all listed in the report. 

Senator Kem. In what report ¢ 

Mr. McArruvcr. In the auditor's report. 

Mr. Cots. Aren't they listed in your report, Mr. Johnson ¢ 

Mr. Jounson. There are no other companies where you delayed 
delivery beyond the original call date of the contracts like you did in 
the case of Cargill, no other. 

The Cuairman. Over what space of time was that? 

Mr. Jounson. They were purchasing from all the other companies 
in the Minneapolis market during this same period of time that they 
were purchasing for Cargill, and some of it was railed immediately, 
some of it was stockpiled in Duluth and Superior. 

The Cuaimman. By whom? 

Mr. Jounson. By CCC. 

The Cuamman. You mean to say they bought it, paid for it, and 
then stockpiled it ¢ 

Mr. Jounson. Yes, sir, waiting for the opening of navigation to 
use cheaper boat rates down the lake to Buffalo. Now, on all the other 
companies but Cargill they held to the original contract date, which 
was for April 15 or 25 delivery. 

The Cuamman. How long did they keep some of that wheat they 
bought for cash and hi id to accumulate around St. Paul or 
Minneapolis ? 

Mr. Jounson. How long did they keep it ? 

The Cuarrman. Yes, before they shipped it. 

Mr. Jounson. They bought for 10-day delivery and railed it imme- 
diately. 

The Cuarrman. No, no. You said they bought some and stored it. 

Mr. Jounson. Yes. They bought some in February and stored it 


until the Ist of April, the 15th of April. 
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The CuHarrman. Who had to pay that storage / 

Mr. Jounson. It was incorporated in the price or was paid by CCC. 

The Cuamman. Was that the same case with the Cargill Co. ¢ 

Mr. JouHwnson. No. They did that except that they did not take 
delivery of the wheat in Duluth. In the Cargill case they took deliv 
ery of the wheat in Albany. In all the other instances they took deliy 
ery in Duluth. 

Senator Kem. Let me ask Mr. McArthur, do you agree with what 
Mr. Johnson has just said ? 

Mr. McArtnuur. To this extent: that the Cargill contracts were 
amended to take delivery in Albany, and they were the only company 
that had the physical facilities to carry it over water and deliver it in 
Albany. 

Senator Kem. Mr. Johnson’s statement is then correct that the 
Cargill Co. is the only company that you bought the wheat from and 
then deferred taking delivery until several months later ¢ 

Mr. McArruvr. And amended and made the transportation con 
tract. 

Senator Kem. That is the only company ¢ 

Mr. McArruur. As far as I know. 

Senator Kem. Now my question to you is: Why did Cargill receive 
this preferred treatment ? 

Mr. McArruvr. In order to get the advantage of the cheaper trans 
portation, and saving on storage principally. 

The CuarkMan. But if you had bought that wheat from Cargill and 
asked for delivery of it at the time you purchased it, who would have 
paid for the storage charges from there on? 

Mr. McArruvr. They would. 

The CHarrmMan. That is after delivery ¢ 

Mr. McArruvr. They would. 

The Cuarrman. Who would have paid for it in the case of Cargill 4 
Did you have to pay any storage aside from the purchase price / 

Mr. McArruvr. We didn’t pay any storage until he delivered it at 
Albany. 

Senator Kem. Did you cive other companies and other traders the 
opportunity to share in this arrangement ¢ 

Mr. McArruvr. No other company had the transportation facilities 
to move over water to Albany. 

Senator Kem. We understood here this morning that that was a 
Connon carrier. 

Senator ArkEN. I doubt that it would be. Of course, the Erie 
Canal is opened to both private owned and common, as I understand 
it. 

Senator Kem. I don't know, but I don’t imagine you could operate 
barges through a State-owned canal except as a common carrier. | 
don’t know, but that would be my guess. 

There was something said this morning about the terminal facili 
ties creating what amounted to a monopoly, but the boats themselves, 
the barges moving through a publicly owned canal I would think 
were common carriers in all probability. 

Mr. McArruur. I believe, Senator, that the only barges moving 
from Oswego to Albany were the Cargill barges. 

Senator Kem. If they are common carriers though they have got 
to carry anybody’s wheat that is presented. 
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Mr. Jounson. I can answer that. Cargill’s facilities from Os 
wego to Albany are a monopoly. They have no competition. 

Senator Kem. As the lawyers here will recall, the Supreme Court 
of the United States in the famous case of Mundt versus Illinois held 
that even elevators are common, that anybody that wants to store in 
them can store in them. They are effected with the public interest to 
that extent, so without knowing anything about the situation, but just 
based on my general knowledge of the law, I would say that those 
facilities were subject to the right of any person who wanted to use 
them, who wanted to tender his goods, they would have the right to 
use them. 

Mr. Cote. Don’t you think with the extreme competition up there, 
if that was the case, others would have been after Cargill to haul 
that stuff down for them? 

Senator Kem. I would think so, but the testimony here is that 
Cargill seemed to have some particular facility for negotiating con- 
tracts with Commodity Credit Corporation. 

We found that in the Norris City case—and here again we find 
them enjoying extremely lucrative contracts. I understand Mr. 
Grimes—lI wasn’t here, but according to the press—he explained that 
by the fact that they had a good lawyer. Is that the explanation 
of this? 

Mr. McArruur. No, sir, it is not. 

Mr. Corte. We made this offer open to everybody in the trade, and 
we even posted the purchases each day on the grain exchange, and 
they knew, of course, that Cargill was selling it because they knew 
it was going down the Lakes and going via barge, and that is what 
I say. 

If it was common and they had the right to ask Cargill or force 
them to carry their grain down via barges and put it in Cargill’s 
elevators at Albany, they would probably have done it. But Cargill 
owns the elevator at Albany and it owns those barges, and it does 
have a cheaper method of transportation to take that grain down 
the Lakes. 

Now, then, should the Government take advantage of that cheaper 
price ¢ 

Senator Kem. I would say so, but I am curious to know why 
Cargill 

Mr. Core. And it is considerably cheaper. 

Senator Kem. I am curious to know why Cargill can exercise what 
amounts to a monopoly condition over a publicly owned canal and 
over elevators that we all know can be required to store anybody’s 
grain that presents them. 

Mr. McArruvr. Senator, it really is a problem. We have the 
same offers to transport our grains this coming summer. They can 
offer a cheaper transportation rate. They can offer free storage 
during period of movement, and they can offer a storage rate prob- 
ably one-half of the rate that the railroads charge in the Baltimore 
and Philadelphia and New York houses. That is just what we are 
faced with. 

Senator Kem. It seems to me that if I were a taxpayer of the State 
of New York and had money invested in that barge canal, I would 
be very much interested to know why that is permitted by the author 
ities of the State. 
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The idea of investing public money in a canal and then granting 
somebody what amounts to monopoly privileges in that canal is un- 
thinkable to me. 

Mr. McArruvr. Not only the canal but the State owns the ware- 
house at Albany, which until recently has been the largest single 
warehouse in the world. 

Senator Kem. Certainly they are not operating that warehouse in 

icha way it creates monopoly, are they ? 

Mr. McArruvr. I don’t know of any public grain moving through 
there. 

Senator Kem. That creates this situation. The State will be doing 
what would be a violation of the law for private citizens to do. 

Senator ArkeN. The Erie Canal is a losing proposition for the State 
of New York, I think. I suppose they operate it to make it lose as 
little as possible. 

This morning, Mr. Cole, Mr. Weitzel referred to a C. and I. investi- 
gation of this Cargill deal, the conclusions of which the GAO dis 
agreed with. Could you tell us what prompted the C. and I. investi- 
gation of this trade‘ I was wondering who raised the question that 
it might not be as it should be, and asked for an investigation. 

Mr. Cote. I don’t know, except that C. and I.—here it is: 

After an audit of the Minneapolis PMA commodity office in 1949, the General 
Accounting Office questioned the propriety of the procedure followed in certain 
wheat purchases during the spring of 1949, with particular reference to pur- 
chases from Cargill, Inc., Minneapolis, Minn. At the request of the Adminis 
trator, this investigation was made to ascertain the facts with respect to the 
policy and procedure in question 

The Administrator of PMA asked for it 

Senator Aiken. The Administrator of PMA ? 

Mr. Coie. Yes. 

Senator Aiken. After the GAO had made the audit and raised the 
question ¢ 

Mr. Coir. Yes. 

Senator Kem. Who was Administrator of the PMA at that time? 

Mr. Corr. I think Ralph Trigg was at that time. He called for it 
Here it is, the complete investigation. 

Senator Kem. Did that investigation clear the transaction / 

Mr. Coxe. I think that this investigation showed that as good a job 
as could have been done under the circumstances was done. That is 
just my offhand opinion. 

Senator Kem. And approval was given by the investigating depart- 
ment to what had been done ? 

Mr. Cote. Approval was given to the investigating department / 

Senator Kem. By the investigating department. 

Mr. Corr. I don’t know. 

Senator Kem. Have you got it there? 

Mr. Cote. Yes; here it is. 

Senator Kem. I don’t ask that the proceedings be held up. I would 
like to look at it, Mr. Chairman. 

Mr. Correr. Mr. McArthur, getting back to this several million 
dollars’ worth of transactions that was based on futures prices in 
September, I think that you must concede that some of the transactions 
that were made on the basis of futures prices was done for a savings 
purpose to the corporation. Can you concede that? 
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Mr. McArruur. No, I can’t.. 

Mr. Correr. Mr. Cole, let’s take the million-bushel transaction that 
you had with, was it General Mills? August or September of 1948. 

Mr. Core. You mean where we tried to—that was a purchase too 
like these others. 

Mr. Correr. Yes. 

Mr. Coie. I don’t recall. I know we bought some. 

Mr. Correr. Do you recall that that was on a future basis ¢ 

Mr. Coxe. I think it was. I think it was on a future basis and we 
gave them a limit at which they could lift their hedge. 

Mr. Correr. Don’t you recall that you saved money over having 
bought it at spot cash ¢ 

Mr. Coie. I don’t recall. I would have to check. We have hun 
dreds of those contracts, literally hundreds. 

Mr. Correr. Wouldn’t a million bushels at 10 or 15 cents a bushel 
saving make any 

Mr. Core. I don’t know what the basis was at that time. You see, 
this basis over the future fluctuates, too. The future might have been 
at a different level and the basis over the future. Grain trading is 
quite intricate. But here is the thing that I would just like to mention. 
May I? 

Mr. Correr. Surely. 

Mr. Core. On this future trading, at one time the Grain Branch 
and I tried handling the futures. We tried buying the futures. We 
thought that we would see what the futures offered in the way of 
acquiring grain, so we did give a concern, we did buy on some basis 
the futures. I forget what it was. It was a small amount, a million 
and a half, something like that. 

I was called before the board of directors of the Minneapolis ex 
change and they wanted to know if we were, and I said yes we were, 
we were trying to see just what could be done on the futures, and they 
said, “Well, you see what has happened here. You have got this 
congested.” 

Mr. Correr. Was that in 1944 or something like that ? 

Mr. Corr. I believe it was. It is in this report that Senator Kem 
has got now, 

I suggested to the investigator at that time that they make an in- 
vestigation of what we had actaully tried out, and I gave that to 
GAO, too. I don’t know whether they checked on it or “not. 

3ut the then chairman is still alive up there, and some of those 
directors are still around there, and it can easily be checked that we 
actually did this, 

They called me over there and they said, “Jim, you have been around 
here a long time and you know what that does to this market. 

“Well.” I said, “you are free and open markets here, open for 
trading.” 

They said, “Yes; but you know that trading in the future markets 
is an in-and-out proposition for hedges, mills, country elevators, and 
so forth, and it is not for any big octopus like the Government to buy 
these futures and carry them until May to take delivery, because if 
you do, you corner the market, and that is what the Secretary of 
Agriculture has criticized the trade for doing, cornering the market, 
and you will have the market cornered in a few days.” 
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They said, “All we would like to ask you is do you have the authority 
to desist? We are asking you now to desist, and unless you do desist, 
we will go to the Secretary and Congress, if necessary.” 

So we tried it and they were scared to death, and it did start to 
tighten up the market to where it looked like we had a corner, and 
we stopped. We had to stop. 

Mr. Correr. Mr. Cole, the Exchange Commission testified that that 
would have been rather ridiculous for you people to go out and buy 
futures. 

Mr. Coie. Sure. 

Mr. Correr. I don’t think we are talking about that, are we ‘ 

Mr. Core. Yes, we are. Yes, Mr. Cotter, the GAO brought that up 
this morning. 

Mr. Correr. No; I don't thinkso. Isn’t it a usual custom for traders 
to go out and buy for future delivery, the price being based on a future 
base price, but not being on actual purchase of futures‘ 

Mr. Coir. They do that sometimes. 

Mr. Correr. Isn't it very common ¢ 

Mr. Coie. Yes; it is rather common. 

Mr. Correr. Isn’t that what they were talking about this morning / 

Mr. Cox. That was one of them, but they talked about actually 
buying futures this morning, too. 

I think that GAOQ—and there is no criticism—that they thought 
that was a possibility, but I explained to, I think, Mr. Johnson and 
to his crew up there that we had tried that, and the record is clear on 
it that it just didn’t work, and it wouldn’t work now. 

I think they would be after the Secretary and the Congress to keep 
us out of there from congesting the market. 

Mr. Correr. I think they would, Mr. Cole, and we are in no way 
attempting to minimize the tremendous problems that you people had 
in this program and the very difficult ones, and for that matter, the 
fact that you may not have done an excellent over-all. 

I don’t know, but we just want to direct ourselves to this one deal 
with Cargill. You had a situation where your futures price was way 
down and your cash price was way up, and you were deferring deliv- 
ery of the wheat and did defer delivery of the wheat which Cargill 
sold to a future time. 

Now, Cargill went out and bought futures, undoubtedly. They were 
able to hedge and lift their hedge and all that sort of stuff, and they 
were able to make a nice profit on being able to be put into that position. 

Mr. Johnson, do you have in your report what the Cargill officials 
themselves say with respect to the position they were put in by this 
deal ¢ 

Mr. Jonnson. In June 1951 we talked with Mr. E. E. Kelm and Mr. 
Woodworth. 

Mr. Core. That is 2 years later than this period we are talking 
about. 

Mr. Correr. These are Cargill officials ? 

Mr. Jonnson. Who are vice presidents of Cargill, Inc.: 

The possibility of the corporation having acquired 5 to 6 million bushels 
of wheat at less than high cash price was discussed with them. They both agreed 
that the corporation, using a deferred delivery basis, could probably have gone 
out and bought 5 to 6 million bushels of wheat. 
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Mr. Cote. Probably. 

Mr. Jounson. This is the same conclusion that had been reached 
by 6 or 8 or 10 or 13 or 15 of the other people in the trade that we had 
talked to and which are incorporated in the report. 

Senator Arken. Who are the men you mentioned ¢ 

Mr. Jounson. Mr. E. E. Kelm and Mr. R. C. Woodworth. 

Mr. Core. That doesn’t check very well with the statement that 
Bagnell just made when he was talking to Pillsbury wheat man. 

Mr. Jounson. Mr. Moore, who talked to the PMA investigator, in 
formed us that the questions were placed on the basis of 22 million 
bushels, and that is what Mr. Bagnell was talking about a while ago. 

Our questions to these people were based on 5 or 6 million bushels, or 
the maximum number ot huahale which could have been acquired with- 
out unduly upsetting the market. 

Mr. Cote. Don’t you think that all during this period we tried to 
buy that wheat as cheap as we possibly could? We tried to buy it as 
cheap as we possibly could, and I am telling you that it was a tough job 
during the period that we were on the firing line there with stocks of 
165,000, and all of our space up there, the lowest in history. There 
wasn’t much cash wheat available, and the cash market, as you testified 
here this morning, was 19 to 23 over, I think you said. 

How are you going out and buy at 7 to 8 over when the cash market is 
19 to 23 over? Nobody is going to sell you that. 

Now, if somebody told you that they thought they could do that, 
why didn’t they go ahead and buy it and turn around and sell it to 
us at 20 over? It just couldn’t be done. 

Mr. Jounson. Cargill did. Mr. Kelm and Mr. Woodworth ad- 
mitted that Cargill had been placed in an advantageous position. The 
transportation contract was a definite factor in the sale of these 10 
million bushels. 

Mr. Cote. But he doesn’t say that they went out and bought the 
wheat. 

Mr. Jonnson. He said they went out and bought it on a deferred 
delivery to arrive basis, the prices of which during that time—— 

Mr. Coie. At 7 to 8 over! 

Mr. Jounson. Yes. 

Mr. Coxe. I would like to know when that was. I doubt it very 
much. 

Mr. Jonunson. It was all during the period of time when they ac- 
quired the wheat. 

Mr. Cote. They might have done that earlier when they build their 
stocks. I don’t know, maybe in the fall of 1948. 

Mr. Jounson. They didn’t have the wheat. 

Mr. Coxe. As I said here, the basis fluctuates just as much as the 
future fluctuates. 

Mr. Correr. Then it is your position that you tried to do this and 
could not ? 

Mr. Cour. Yes, sir; we did. We tried to buy that wheat just as 
cheap as we possibly could. 

Mr. Correr. I know you may have tried to buy the cash wheat, the 
spot wheat, as cheap as you could. I don’t think there is any question 
about that, and I think the record of your telephone conversations 
shows that you were following the market very closely, but there 
has been no indication that you attempted to get it on the basis of 
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deferred deliveries when there was such a discrepancy between your 
future basis and your cash basis. 

Senator Arken. Is this Mr. Woodworth the vice president of Car- 
gill the same Mr. Woodworth that is adviser to some Government 
agencies on the purchase of grain ¢ 

Mr. McArruur. Yes. 

Senator Arken. Was he an adviser at that time / 

Mr. McArruur. No. 

Senator Arken. Who was? Mr. Grimes was one of the advisers t« 
ECA, wasn’t he? 

Mr. McArruor. He probably was. 

Senator Arken. I have forgotten all these titles, they change so 
fast. 

Mr. McArruvr. Mr. Woodworth is now on the Defense Grain Ad 
visory Committee of the Department. 

Senator Aiken. Of the Commodity Credit ? 

Mr. McArruvur. Yes. 

Senator Arken. Of the Department / 

Mr. McArruvr. Of the Department, 15 member. 

Senator Aiken. But he was not at that time ¢ 

Mr. McArrucr. No. 

Senator Arken. Was Mr. Ed Grimes on that committee at that time, 
do you remember ¢ 

Mr. McArruvr. Well, it seems to me he served on some committees 
duringe— 

Senator Arken. He had been on advisory committees more or less 
since the war started, hadn't he? 

Mr. McArruur. Yes; the beginning of the war he was quite active 
in that type of work. 

I would like to make one more statement on this. I recollect once 
we wanted to take advantage of the futures on deferred delivery. It 
was in connection with the Kansas City office when Mr. Lathrop was 
our director there, as I remember, and he attempted to buy a quantity 
of wheat for delivery past a certain future. He may have made one 
purchase, but he couldn’t get anybody to go any further on it. 

Mr. Correr. What do you mean by that, Mr. McArthur? 

Mr. McArruvur. Contracting wheat, we will say, after the May 
future for delivery in June—you can get occasionally small amounts 
like a mill might contract, but if you get up into any appreciable 
amount, they just won't undertake it. 

Mr. Correr. Of course, you are talking about May and June. When 
you get into June you get into a terrific inventory of take-over wheat, 
don’t you? 

Mr. McArruvr. As I recollect, this instance I dont’ believe involved 
May futures, but we had that experience, and I think we would have 
had the same experience if we wanted to attempt, like purchase in 
Minneapolis, for June delivery. 

Mr. Core. You see, I don’t actually buy this wheat. It was done 
under my supervision, but I have got a half dozen buyers that we 
confer every day with, and I am quite sure that they started in trying 
to buy that wheat at 3 or 4 over for deferred delivery, and they just 
did not have any luck. 

For instance, you can see that when your cash wheat situation is 
tight, say, your country elevator is out here and the wheat is selling 
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at 20 over, and you know the Corporation has got over 200 million 
under loan and purchase agreements, and your cash situation is going 
to be tight, are you going to sell it at 7 over when it is selling on the 
Minneapolis spot market for 20? And you think this situation is 
going to be tight because of big Government holdings? You couldn't 
possibly do it. 

Mr. Correr. Apparently you felt that Cargill was able to do it, and 
[ guess their position is if Cargill could do it and make that — 

Mr. Core. You haven't anything definite that Cargill did it. 

Mr. Jounson. Their own admission. 

Mr. Core. They didn’t admit that to me. 

Mr. Correr. Do you have the details with respect to their short and 
long positions during this period of this buying operation, Mr. John- 
son ¢ 

Senator Kem. Mr. Cole, while Mr. Johnson is looking that up, may 
I ask you just to summarize your position with reference to this Car- 
gill contract; as I understand it, your testimony is that this contract 
was made with Cargill because the Commodity Credit Corporation 
desired to take advantage of the cheap water transportation. 

Mr. Cote. That was one of them, Senator, and another reason was 
because Cargill are also the largest sellers of wheat, and usually at 
the cheapest price. 

Senator Kem. Then you went on to say that Cargill exercised a mo- 
nopoly of this water transportation. 

Mr. Coxe. I don’t say it is a monopoly, but they are the only people 
that operate out of Minneapolis that have barges down there that 
can give us that service. 


Senator Kem. And they do not operate on a common carrier basis? 

Mr. Core. I don’t know. 

Senator Kem. I would like to ask you to refer to page 25 of the 
confidential investigating report of the Production and Marketing 
Administration, dated April 21, 1950. You just handed it to me, 
and on that page this statement appears: 


Cargo Carriers, Ine.— 
which is described as a subsidiary of Cargill— 
owns and operates its own lake freighters and canal barges. Approximately 75 
percent of its hauling is done for Cargill and the balance for other grain or flour 
firms which have sold grain for delivery in the Eastern States or which have 
bought it f. o. b. vessel Duluth and want it hauled east. 

Under those circumstances, it would seem that there were other 
parties in the market there who could have given you the advantage 
of this water transportation to the eastern seaboard. 

Mr. Core. If there is, they didn’t offer it to us. 

Senator Kem. The statement there is flatly made that Cargill only 
uses 75 percent of its capacity for itself and it carriers for others to 
the extent of 25 percent of the capacity. Do you deny that state- 
ment ? 

Mr. Core. I don’t know. You see, the statement wasn’t made to 
me. I don’t know, but I know that nobody else had ever offered that 
service to us. 

Senator Kem. If that is true and you made this contract with 
Cargill under the supposition that they were the only people who 
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could give you the advantage of this water transportation, you were 
acting “under a misconception of fact, were you not ¢ 

Mr. Cote. We would have made that kind of a deal with anybody 
who could have given us similar services. 

Senator Kem. Why didn’t you do it then‘ 

Mr. Coir. Because nobody offered them to us. 

Senator Kem. Did you investigate ¢ 

Mr. Cote. We : ave asked people at certain times if they could haul 
it down there, and as I recall, the answer is that Cargill handles their 
own grain into their own elevator at Albany. 

Senator Kem. Well, then how Pease account for the fact that your 
investigators, when they went out to investigate the situation, found 
that only 75 percent capacity of the Cargo Carriers, Inc., was used by 
Cargill, and that the balance, or 25 percent was used “for other grain 
or flour firms which have sold grain for delivery in the Eastern 
States ¢” 

Mr. Coir. Maybe they hauled some flour, 1 don’t know, Senator. 

Senator Kem. If that is true, your explanation of the Cargill con- 
tract, the fact that the Cargill Co. was given this unusual privilege, 
falls down, does it not / 

Mr. Coie. Well, I don’t think so. Cargill offered this service to us, 
and everybody else knew Cargill w: . offering this service to us. Many 
of them have called me in and said, “We can’t meet Cargill on those 
boats because we don’t have them.” 

Senator Kem. Did you inquire from any other firms to see whether 
they would be interested in this unique hedge-type of contract ¢ 

Mr. Core. No. 

Senator Kem. You did not. Well, how did you know they wouldn't 
be interested ¢ 

Mr. Core. Because | didn’t know Cargill did otherwise than utilize 
100 percent of those facilities. 

Senator Kem. As a prudent businessman, wouldn’t you have inves- 
tigated what others could offer you before making this unusual con- 
tract with Cargill ¢ 

Mr. Coxe. In effect, everybody knew what we were doing. If they 
could have done it, they would have certainly been after us. 

Senator Kem. Did you know what you were doing ¢ 

Mr. Core. I think so. 

Senator Kem. If you had not investigated what the situation was 
with reference to transportation to these eastern points, did you have 
the information which was required for an intelligent action in the 
premises / 

Mr. Coie. Well, I think so, because I didn’t know that Cargill oper- 
ated as common carriers and were operating in any other manner than 
100 percent of their own facilities. 

Senator Kem. Before making a contract of this size, as a prudent 
businessman, wouldn’t you naturally be expected to investigate the 
situation ? 

Mr. Cote. Well, I don’t know. They offered us the services. They 
offered us these services themselves. : 

Senator Kem. And you made no inquiry to find out—— 

Mr. Coir. Yes, I did. I say I talked to several of them and they 
said, “No, Cargill handles only their own grain to Albany.” , 
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Senator Kem. I understood you to say a few minutes ago that yo 
did not ask anybody else if they could furnish this. 

Mr. Core. No. I said I did talk toa few of them. 

Senator Kem. Who did you talk to? 

Mr. Coir. Oh, to Archer Daniels. 

Senator Kem. Who did you talk to there ¢ 

Mr. Core. I talked to Mr. Chilton at that time. 

Senator Kem. And he told you that Cargill did not carry any bu 
their own goods? 

Mr. Coxe. Yes, sir. 

Senator Kem. And who else did you talk to? 

Mr. Coxe. I talked to, I think it was Jack Barry, of Farmers Unio 

Senator Kem. Did he tell you the same thing? 

Mr. Core. He did; yes, sir. 

Senator Kem. And now you know that that was not true, don’t 
you ¢ 

Mr. Core. Well, I don’t know. I don’t know whether this is a fact 
or not. As I say, that is only a report that was made by this in 
vestigator. Possibly it is. 

Senator Kem. Do you know who C. H. Axelson is, of Cargo Carriers, 
Inc.? 

Mr. Cote. I know he is an employee of Cargill, Inc. 

Senator Kem. Is he an officer? 

Mr. Corr. I don’t think so. 

Senator Kem. Is he a reliable person ¢ 

Mr. Core. I think so. 

Senator Kem. Have you any reason to believe his statement i 
regard to the business of Cargo Carriers, Inc., would not be correct / 

Mr. Coie. No, I wouldn't. I would think that he would be pretty 
careful about making that statement, but my situation is that over 
the years nobody has ever used those facilities. 

Senator Kem. Do you challenge the truth and correctness of this 
statement: 

Axelson advised that Cargo Carriers, Inc., owns and operates its own lake 
freighters and canal barges, that approximately 75 percent of its hauling is done 
for Cargill with the balance for other grain or flour firms which have sold grain 
for delivery in the Eastern States or which have bought it f. o. b. vessel Duluth 
and want it hauled East? 

Do you challenge the correctness of that statement ? 

Mr. Core. I do right now because I don’t think they own any large 
laker freighters, I mean as of this time. 

Senator Kem. Well, now, Mr. Cole, we are talking about what the 
situation was when you made this contract in 1950, of course, or 1949. 
Now, do you challenge the correctness of that statement as applied 
to that time? 

Mr. Corr. Yes, I do; because I don’t think they owned lake 
freighters. 

Senator Kem. Mr. Chairman, I think we ought to call Mr. Axelson. 

The Crarmman. There are many more, Senator, we can call and 
clear up this matter. 

Senator Kem. We certainly don’t want to let it go unbuttoned like 
this. 

Mr. Jounson. May I say that Mr. Axelson told us that they did 
not own any lake freighters. I think Mr. Cole’s statement that they 
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don’t own lake freighters is correct, but 1 don’t know about the 75—25 
percent. 

Senator Kem. This doesn’t say lake freighters. This is talking 
about this transportation to the East. 

Mr. Core. I thought you said lake vessels or lake freighters. 

Senator Kem. I will read it here: 

Axelson advised that Cargo Carriers, Inc., owns and operates its own lake 
freighters and canal barges, that approximately 75 percent of its hauling is done 
for Cargill with the balance for other grain or flour firms which have sold grain 
for delivery in the Eastern states or which have bought it f. o. b. vessel Duluth 
and want it hauled east. 

Senator Arken. Is Cargo Carriers, Inc., a wholly owned Cargill 
subsidiary ¢ ; 

Mr. Core. I don’t know, Senator. 

Senator Kem. For the information of Senator Aiken, this report 
states that Cargo Carriers, Inc., is a subsidiary of Cargill. It doesn’t 
say wholly owned, but that is the inference. 

Senator Arken. And that Mr. Axelson made the statement that they 
did have lake freighters. 

Senator Kem. And barges, and that approximately 75 percent of 
its hauling was done for Cargill and the balance for other grain or 
flour firms which have sold grain for delivery in the Eastern States 
or which have bought it f. o. b. the vessel, Duluth, and want it hauled 
east. 

Senator Arken. They could have had freighters under contract or 
some arrangements with shipping lines there. 

Senator Kem. Yes, but the point that I am interested in is that the 
Cargill contract has been justified here on the ground that the Com- 
modity Credit Corporation wanted to take advantage of this lower 
water rate. 

Senator Arken. And they owned all the barges ‘ 

Senator Kem. Yes, and that was the only way advantage could be 
taken of that. 

Now, apparently only 75 percent of the capacity of the Cargo 
barges was used for their own wheat and 25 percent was used for the 
public, so it is a necessary inference, I would say a presumption, that 
by contacting other parties in the market, that other parties would be 
found who would be interested in this unique type of hedge contract. 
Have I stated that fairly, Mr. Cole? 

Mr. Core. Well, I think you have, Senator. The only thing is I 
did not say that we tied up with Cargill on these contracts entirely 
because of the lake freighter. I said this: that Cargill are big oper- 
ators and naturally in our operations were the biggest of all of them. 
We would naturally do more business with Cargill because they 
offered us more grain, and usually at a cheaper price. 

Senator Kem. I can appreciate quite well that Cargill is the biggest 
factor in the market and was entitled to a major part of the business, 
but why they should be entitled to all of this hedge business is difficult 
for me to understand. 

It would seem to me that when you had a melon like that to cut, that 
some of these smaller firms would be entitled to a proportionate slice. 

Mr. Corr. It leads me to believe that they would certainly have been 
after us because competition up there is terrifically keen. 
wm 
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Senator Kem. I am led to believe that other firms are extremely 
critical of this Cargill contract. We have had statements to that 
effect. 

Mr. Cote. Wouldn't you think, then, if they could participate in it, 
that they would have been doing it 14 years ago? 

Senator Kem. I would think so, but the question that this com. 
mittee would be interested in is: Could they have participated in it? 

Mr. Core. We can find out. We can find out and report back to the 
committee. 

Senator Kem. Mr. Johnson indicated that they regarded this as a 
shenanigan and a cinch, and it is something that they didn’t have any 
opportunity to get in on. At least, that was the burden of what I 
understood the inference of his testimony to be. 

Mr. Coie. We have no brief for Cargill, Senator, and we fight 
Cargill just as hard as we fight anybody, but under our American 
system of free enterprise, if a man builds a better mousetrap—you 
are familiar with that. 

If Cargill built their canal boats, as I understand they did, and 
invested their money down there to provide a cheaper way for trans- 
portation to the seaboard and offer it to the Government, should the 
Government take advantage of 4 to 6 cents a bushel saving or not ? 

Senator Kem. Yes; but you are getting back to the same proposition. 
We understand there were other shippers here who were enjoying 
that, 25 percent of it. 

Mr. Cote. I rather doubt that. 

Senator Kem. It is your own report that you brought here. 

Mr. Corr. It is not my report. 

Senator Kem. Well, you offered it here, at least you handed it to me. 

Mr. Corie. From the C. and I. Branch. 

Senator Kem. About the American system of free enterprise, that 
mousetrap business is all right, but there is also an American principle 
that our law abhors a monopoly, and that monopolies prima facie are 
unlawful in American business. 

Mr. Correr. Mr. Johnson, I think you were going to give us briefly 
the figures with respect to the manner in which Cargill was short 
when it sold wheat in the futures market and how it manipulated to 
make a substantial profit out of the fact that it had the opportunity 
to delay its deliveries when it had sold on the spot basis to CCC. 

Mr. Jounson. At the beginning of this period of time, along about 
the first of February when Cargill started their heavy sales to the 
Commodity Credit Corporation, the records show that they had about 
744,000 bushels of cash wheat on inventory. During the next several 
days, up until about the 17th or 18th of February, ( Cargill sold the 
Corporation more than 4,000,000 bushels of wheat, and on the week 
ending February the 18th they reported a net short cash wheat position 
of 4,428,000 bushels. 

All during the next several weeks their position, as far as the cash 
wheat situation was concerned, shows that they were short about 
2,000,000 bushels more than they had either covered by hedges or 
by an inventory. On March the 18th, the date of the contract with 
the Commodity Credit Corporation—— 

Mr. Correr. You mean the transportation contract ¢ 
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Mr. Jounson. Yes, the date of the transportation contract, they 
had bought 6,565,000 bushels from Cargill, and on this date Cargill 
had a net short cash position of 8,228,000 bushels of wheat. 

On April the 15th, which was the original delivery date of most 
of the wheat that was purchased under the initial contract with 
Cargill, they had sold to the Corporation 9,000,000 bushels, and on 
April 14 they had a net short cash position of 6,824,000 bushels. 

They had this covered in part by long May futures of 3,189,000, 
so that their net over-all short position was about 3,635,000 bushels. 

All of this indicates that during the period of time when Cargill 
was selling the wheat to the Commodity Credit Corporation, a mil- 
lion one day, half a million the next, and so on, during the period 
from February up until the middle of April, that they did not have 
the wheat on hand to fill the commitments to the Corporation, but 
that they were buying on futures market, hedging their purchases, 
and that their net over-all short position during this time meant 
that they could not have delivered all of the wheat to the Corporation 
that was called for on April the 15th. 

The Cuarrmman. Wasn't that in violation of law? 

Mr. Jounson. I don’t think that is, Senator, no. You can go short 
wheat. The idea is that they sold the Corporation— 

The CnatrmMan. Something they didn’t have? 

Mr. Jounson. At a high cash price, knowing full well that they 
were going to have the transportation contract, that under such con- 
tract they wouldn't have to deliver until later, and by that very fact 
they were placed in a position where they could go out in the country 
and buy on a “to arrive” or deferred delivery basis. That is the way 
they made their profit. 

The CHarrmMan. Don’t you think Cargill Co. was taking a chance? 
Suppose that wheat market had shot up, what then ? 

Mr. Jonnson. Which do you mean, futures or— 

Mr. Coie. Any part of it. 

The Cuarrman. Any part of it. Suppose wheat had gone up 50 
cents a bushel. 

Mr. Jomnson. Certainly they are taking a chance when they go 
short. 

Mr. Exuis. Your tables show they went long in the futures. They 
covered themselves at the time by purchasing—— 

Mr. Jounson. Not completely. They were about 2,000,000 short 
of the complete coverage all during the period of time that they 
were selling. Their certainty that they were going to get the trans- 
portation contract to carry the wheat to Buffalo for the Corporation, 
or to Albany, coupled with their knowing that they were going to be 
able to delay the delivery of that wheat, enabled them to buy at a 
cheaper price and to sell at the high cash price. 

The CHairman. They had already sold it. 

Mr. JoHnson. Sir? 

The Cnatmrman. You say they had already sold it. The price had 
already been fixed. 

Mr. Jonnson. That’s right. 

Mr. Corr. But they hadn't made a profit vet. They did not know 
what they were going to have to pay for that wheat, if your figures 
are right. I don’t know. 
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Mr. Jounson. They went out and bought long futures and they 
could have acquired the wheat on the basis of the long futures to 
cover at least part of this, so that as the tradespeople told us, it was 
a lead-pipe cinch that they were going to make some money. They 
didn’t know how much. 

The more futures they could buy, if they had held the futures fo: 
delivery at the time they bought the futures, they were 20 cents a 
bushel under the price they sold, and if they had held those futures 
for delivery on a million bushels they would have made 20 cents on 
every bushel, and at a later date when they purchased it at 16 and 17 
cents under the price they sold it to the Corporation, and held those 
for delivery, they would have made 16 or 17 cents a bushel on all of 
that wheat 

They ie out they wouldn’t have to hold it for delivery. As 
the price leveled off and came up to the maturity of the May futures, 
they were able to go out in the country and buy it on a “to arrive” 
basis, so they didn’t have to hold their futures for delivery. 

Mr. Corr. But didn’t you testify this morning that the price dur- 
ing May was just about the same as it was—I haven't checked any 
of this——. 

Mr. Jounson. That’s right, but that isn’t a comparison. It isn’t 
between the cash wheat in February and the cash wheat in May. It 
is what the price of the cash wheat is in February and what the futures, 
the May futures, are in February. That is what Mr. Bagnell was 
bringing out this morning, which was a spread of 20 cents a bushel 
in a lot of instances. 

Senator Kem. Mr. Cole, have you had friendly relations with of- 
ficials of the Cargill Co. for some time past ? 

Mr. Coxe. Not : any more than with anybody else. 

Senator Kem. Have you ever taken any trips with them? 

Mr. Corz. No, sir. 

Senator Kem. Business trips? 

Mr. Corr. No, sir, I never have. 

Senator Kem. Are you sometimes known as Jimmy Cole? 

Mr. Corr. I have never heard anybody call me that. 

Senator Kem. What is your name? 

Mr. Corr. Jim Cole. 

Senator Kem. But you have never been known as Jimmy Cole? 

Mr. Corr. No. 

Senator Kem. Is the tugboat Jimmy Cole owned by the Cargill Co. 
named for you? 

Mr. Corr. That is a new one on.me. I don’t know that they had 
such a boat. 

Senator Kem. If they have named a boat for you, it was a compli- 
ment paid you without your knowledge; is that correct ? 

Mr. Core. Absolutely. 

Mr. Correr. Would you take it as a compliment or the other way 
around ¢ 

Mr. Core. I don’t know. 

Senator Kem. I will hand you a newspaper picture captioned 
“Barge plagues bridge for day,” and under it the following appears: 


A Cargo Co. barge loaded with wheat broke loose at Savage Wednesday, 
floated down the Minnesota River to Mendota, swung crosswise and stuck on both 
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banks. The tugboat Jimmy Cole pulled the barge, the Huskie, free. It was 
ndamaged. 

Do you know anything about that vessel / 

Mr. Coie. No, I don’t, Senator. There are a lot of Jim Coles, but 
have no connection with it whatever. 

Senator ArkeN. Did Cargill make deliveries as soon as navigation 
pened, as fast as you wanted them to 

Mr. Cote. I think they started right away. I don't recall. That 

» vVears ago, Senator. 

Here’s the thing. I think they started, as I remember it, they 
tarted rather promptly and then they encountered some high water 

Buffalo. I think they were held up there for a while. Do you 

vember that, Mac, but not for long. 

Mr. McArruvur. I know there were times when they were held up, 

ildn’t gel under the bridges. As I remember it. they delivered on 
these contracts prompt ly. 

Mr. Cor rER, Mr. Mi Arthur. | could understand in this whole pro 

am it would be surprising if somebody didn’t make some mistakes, 

lif this was an oversight or something, that might be explained, 

t I think vou are testifying that as a matter of policy, as a matter of 


g wood judgment you people refused to recognize that you could save 
oney by buying for deferred delivery when there was a spread be 
veen your spot cash for wheat in your May future of approximately 


percent, 

The CHAIRMAN, ‘Twenty cents, 

Mr. Correr. Twenty cents. That is what the testimony seems to 

im up to now; am I correct ¢ 

Mr. McArruvr. No, sir, you are not. 

Mr. Correr. Well, that was the situation, wasn't it? You did have 
that spread. 

Mr. McArruer. On a hindsight basis, that would be the case. 

Mr. Correr. It existed then, did it not? Your spread existed then, 
ind your future delivery requirements existed then and were amended 
io suit the situation as it went along. 

Mr. McArruvr. As I said this morning, we set up this 100,000,000 
bushel program to cover exports for the period February, March, 
April, and May. 

Mr. Correr. We are only talking about a $5 or $6 million transaction, 
not the $100 million. 

Mr. McArruvr. That's right. 

Phe Cuarrman. That was a part of it, though, wasn't it? 

Mr. McArrucr. Yes. 

Mr. Correr. Very much a part of it. 

Mr. McArruer. It was all within that authorization. 

Mr. Correr. We understand that I think. but what I can’t under- 
tand is why you people did not avail yourself of this situation where 
vou had such a big spread there. 

I think Mr. Cole has intimated that you may have tried and could 

ot. If that is a fact, that is a different thing, but I think your posi- 
n is different. 

You say that CCC never bought for a deferred delivery based on a 
ture price to save money. It was only for some other reason. I 
n't understand that? If the Government could save money as well 
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as a private individual, I can’t understand why they would not avai) 
themselves of it. 

Mr. McArruvr. As I said a little while ago, we attempted it 
through the Kansas City office once, and were unsuccessful in making 
any purchases on that basis. 

Mr. Correr. But you had a million-bushel transaction right in the 
Minneapolis market in September 1948 with General Mills. I think 
the GAO reflects that. So does Mr. Cole’s own testimony. 

Mr. Cole handled the transaction, and I think you testified about 
that period in 1948 there were several million bushels bought in fu 
tures, where the future price was the basis for delivery price. 

Mr. McArruvr. That was in the fall of 1948. 

Mr. Correr. That’s right. 

Now, what would be the difference if you could save money, whether 
it was in the fall of 1948 or the early spring of 1949? 

Mr. McArruvur. In the fall of 1948 you have the harvest season, 
and following it, naturally there was lots of free wheat, and even then 
with the open contracts we had, the market began to rise. 

Now, the Kansas City thing, as I remember it, I believe that was on 
the basis of March futures. It was different in April and we couldn't 
get the job done. 

Our objective at that time was to get wheat delivered to us in March 
at a price indicated by the futures below our price support level. 

A similar situation prevailed in this instance in that on May first 
the stocks of wheat largely came into our possession and control, and 
it would have caused a very tight market. 

Mr. Correr. I thought your testimony this morning when you were 
telling about coaxing the wheat out of your farmers’ bins by a price 
that was less than you had to pay for support-price wheat, sounded 
like pretty smart trading, but if you permitted Cargill to deliver 
subsequent to your April 30 date, then you necessarily were not coax- 
ing any grain out of farmers’ bins by your spot-cash purchases in 
Mareh and April, but were getting free wheat at the same time you 
were having to take over your loan wheat; isn’t that correct? 

Mr. McArruer. I still maintain that—— 

Mr. Correr. Well, isn’t that correct? Did you follow my question ? 

Mr. McArruvr. I think I did. In buying that Cargill wheat even 
at those late dates, they were buying wheat in the country to meet that 
contract, 

Mr. Correr. I think they were trading in futures more at that time, 
the record shows, rather than the physical purchases, weren’t they, 
because they could take advantage of the future market situation ? 

Mr. McArruvr. I wouldn’t know. 

Mr. Correr. You have heard the testimony here today. That is 
what I mean. 

Mr. McArrucr. I think the only way to find out is to get the infor- 
mation from them. 

Mr. Correr. I assume that this information is from them, is it not, 
as to what their position was and how many futures they bought, or 
from the exchange itself? 

Mr. Jounson. It is from the Commodity Exchange, Mr. Bagnell’s 
office. 

Mr. Correr. I think the information is accurate enough. 

Mr. McArruovr. Reports that are filed with his office by Cargill. 
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Mr. Correr. And I think what GAO may have difficulty in under- 
standing, as I do at this point, is why you adjusted that transportation 
contract to provide for the Albany freight, and a deferred delivery 
date, at a time when that future in cash differential existed, without 
taking into consideration the fact that you were losing probably 
more on your market situation than you were gaining on your trans- 
vortation. 

Was that an oversight? Was it because Cargill was in a favored 
position, or is there something that we don't understand about it 4 

Mr. McArruvr. In the first place, our objective was to get the 
wheat, get possession of it as fast as possible and pull the wheat from 
the country. Then the amendment to the contracts was made to get 
the transportation. What we are discussing here 1 presume is whether 
or not that was the advisable thing to do. 1 am just stating the posi- 
tion we were in. 

Senator ArkeN. Who was the head of the Grain Branch in the 
spring of 19497 

Mr. McArruvr. Leroy K. Smith. 

Senator Arken. While we are waiting, you know the day before 
yesterday I called attention of a barter deal concerning the American 
wheat for Egyptian cotton. I gathered from your expression that 
maybe you were not too happy over that deal, although you did not 
doit yourself. You said that wheat sold to the Egyptians was diverted 
to other countries. 

Could you hazard a guess as to the amount that was sold to the 
Egyptians that never went to Egypt? I mentioned a figure, 36,000 
tons, and you said you thought it was a lot more than that. 

Mr. McArruvr. I think that is true. Senator, the newspaper re- 
ports were a little misleading, I think. While this wheat went to 
other countries at the Wheat Agreement price, every bushel of it was 
within the United States quota of 255,000,000 bushels, which would 
have been sold at that price any how. 

Senator Arken. That is entirely true, but this was supposed to go 
to Egypt as part of their quota as I understand it when the barter 
was made, and that it did not go to Egypt. 

Mr. McArruvur. Well, it was supposed to go. I should correct 
myself. I was surprised that it did not go. 

Senator Arken. That is what you said the day before yesterday. 

Mr. McArruur. Knowing their need for wheat and the probable 
lack of dollar exchange. 

Senator ArkEN. Do you know where it did go? 

Mr McArruvr. I think we have the record. It went to several 
different countries. 

Senator Arken. Did it go to—— 

The CuatrmMan. There is a letter on the way, Senator. 

Senator ArKen. Telling that / 

The CHarrman. Yes, from the Department. 

Senator Arken. Did it go to the iron-curtain countries? 

Mr. McArrnuevr. I am sure that did not occur. 

Senator Arken. You are sure none of it went to Czechoslovakia ? 

Mr. McArruvr. Of course I am not in a position to—— 

Senator Arken. You feel you are not the one to talk about that? 

Mr. McArruvr. I would have no knowledge. 


~ 
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Senator Arken. I am not sure this is the committee to look into that 
anyway. Mr. Chairman, you might want to look into that situation 
and find that out. 

The Cuarmman. That has been done and the letter will probably be 
here tomorrow indicating where every pound of that wheat went. 

Senator Kem. Every pound did what ¢ 

The Cuarrman. Where it went; what country it went to. 

Mr. Correr. I don’t know whether we should keep belaboring this, 
Mr. MeArthur. Are there any other explanations that you can make, 
or you, Mr. Cole, as to why in the light of the alterations of the delivery 
dates and the execution of this deferred delivery contract and the 
transportation contract with Cargill, there wasn’t an adjustment 
made in the price? 

Mr. Cote. You mean in all this handling we did, there was an 
adjustment in the price? 

Mr. Correr. I say why there wasn’t an adjustment of the price to 
reflect the difference, the savings that could have been accomplished 
through a deferred delivery price. 

Mr. Coxe. As I said before, undoubtedly we tried to buy that wheat 
just as cheap as we possibly could, and we couldn’t do it. That was 
the only price we could get the wheat at. 

Mr. Correr. You mean you could not get any wheat at a deferred 
delivery at a lower rate? 

Mr. Corr. No. 

Mr. Correr. How do you account for the fact that Cargill did? 

Mr. Core. I don’t know. They said they did there. I don’t know 
how they did it. 

Mr. Correr. How do you account for the fact that about 15 other 
dealers up here said that about 5 or 6 million bushels could have been 
obtained at a saving of 10 to 15 cents, varying in their judgment ? 

Mr. Core. Well, I think that is just supposition, isn’t it, on their 
part? They did not do it. I say if they could have done it, why 
lidn’t they do it and sell it to us at 20 over? ‘They didn’t do it. 

The Cuarmman. How much wheat did you buy of this 25,000,000 
allotment ? 

Mr. Core. I don’t think we bought the entire 25. 

Mr. McArruvr. Very close to it. 

The CHatrMan. Wasn't it 22,000,000? 

Mr. Corr. 22.5. 

The Cuarrman. Well, how much of that wheat did you buy at the 
time that you bought from Cargill and which was not shipped 
immediately ¢ 

Mr. Coie. I couldn’t say without consulting the record, Senator. 

The CHatrman. Was there any that you bought and had to store 
before shipment ¢ 

Mr. Core. As I recall, as fast as that wheat came in, it went right 
out. 

The Cuairman. That raises the question again as to why it was that 
the Cargill company got this deferment. 

Mr. Coie. Some of that wheat might have come in—I would have 
to look up the record because we have literally thousands of those 
contracts—and we might have held it there or they might have held 
't there waiting for navigation. 
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The Cuarrman. How much of a job would it be, so that we could 
have a complete record, for you to find out, and tell us how much of 
this wheat you bought from other concerns, when was it shipped and 
how long was any of it retained before shipment? Do you have that 
for us? 

Mr. McArruvur. Yes, we can get that. 

(The information referred to is as follows:) 


Exuipbit 75 
Purchases of wheat by the Minneapolis office from vendors other than Cargill, 
Inc., and the schedule under which such wheat was moved to the east coast either 
all rail or lake-rail are shown below: 


Shipped meee 
. —_ otal 
shipped 


Mont! beginning Purchases | Deliveries 
_— Rail Lake-rail 


February 2, 378, 000 4, 784, 523 993, 63 565, 128 564, 128 
March... 315,000 | 3, 756, 221 2, 980, 7 2, 320, 582 642, 100 2, 962, 682 
Apri , 580, 000 1, 933, 108 5 , 316 165, 034 6, O89, 828 6, 254, 862 
May.. 2. 566, 000 612, 520 , 079, & 1, 079, 540 1, 079, 540 

‘ 57, OO 31, 46 +1, 490 31, 490 
61. OOO 25, 74: 125, 742 125, 742 


August 705, 000 


Totals : 37: 3, O50, 744 7, 968, 700 11, 019, 444 
| 


! Includes price support program wheat 

The cost of storing and handling wheat purchased and not immediately shipped 
was approximately one-twentieth of a cent per bushel per day. 

The Cuarmman. And also state to us, state for the record, how much 
more did it cost for you to handle the wheat that you stored and did 
not ship immediately. Do you get the idea? 

Mr. McArruvr. Yes, I think so, Senator. 

The CuarrMan. Any further questions ¢ 

Mr. Correr. I might ask both Mr. McArthur and Mr. Cole if they 
ever lift any hedges themselves. Do you do any trading in future 
commodities / 

Mr. McArruvur. No. You mean personally? 

Mr. Correr. Yes. 

Mr. McArrueor. No. 

Mr. Core. I should say not. You know what the law is on that. 

Mr. Correr. I know you are pletty close to it, and it wouldn’t 
look good if you did. 

Mr. Core. There is a law against that. 

Senator A1ikEN. Have you had any trouble in the Department about 
the boys yielding to temptation once in a while? 

Mr. McArruur. Not that I ever knew of. 

Senator Kem. Is Mr. Jack Cowart in your Division, Mr. McArthur? 

Mr. McArruor. No, sir. 

Senator Kem. Was he at any time? 

Mr. McArtruour. He never was. 

Senator Kem. What was his employment with the Commodity 
Credit Corporation / 

Mr. McArruvur. He was, as I understand it, employed under the 
Administrator's office of PMA. 

Senator Kem. As an assistant ? 
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Mr. McArruvr. I believe he had some such title. 

Senator Kem. Did he have anything to do with Commodity Credit 
— ation ? 

McArruor. He had nothing to do with Grain Branch work 
anyhow. 

Senator Kem. Did he have anything to do with any other branch 
of Commodity Credit Corporation ? 

Mr. McArruor. I couldn’t answer that. 

Senator Kem. Did you know him? 

Mr. McArruvr. I knew him when I saw him. 

Senator Kem. Did you have any business with him in the Depart- 
ment? 

Mr. McArruvr. I had none. 

Senator Kem. Did you know him, Mr. Cole? 

Mr. Core. No, I don’t. I have never met him. 

The CHarrmMan. Senator, we were supposed to go into the Cowart 
case last week, but because he was engaged in a lawsuit—Mr. Cotter 
can tell you more of that—he was being tried in Virginia. 

Mr. Correr. We were not deferring out of consideration for him 
so much as the fact that it normally comes up with this warehouse 
group, but it was under a special group under Mr. Hudtloff, and they 
had the jurisdiction of warehousing at that time. I think they will 
be up tomorrow. 

Senator Kem. I suppose that counsel has in mind the statement 
made by Senator Williams on the floor yesterday. 

The Cuamman. Oh, yes. We have had it a long time, Senator. 
The only thing is we did not reach it, but all of it is going to be brought 
before the committee. 

Senator Kem. I think Senator Williams said the Department had 
had it since I believe December 17. 

The Cuarrman. There were charges made against him as a result 
of some “shenanigan” he had in some other dealing, a $1,300 “rakeoft” 
he got through some dealing. 

Senator Arxen. I think that was first reported about a year ago. 

Senator Kem. Apparently the Baton Rouge case is a little bit more 
juicy than that. 

The Cuamman. Well, I don’t know. I think after you find all 
the facts, they seem to be less juicy. 

Mr. Correr. Mr. Ellis and Mr. Weitzel, Mr. Chairman, have been 
sitting here listening to the Agriculture Department. They might 
want to say something in rebuttal. Will you pull up a chair, 
gentlemen ¢ 


TESTIMONY OF FRANK H. WEITZEL, ASSISTANT TO THE COMP- 
TROLLER GENERAL; AND WILLIAM L. ELLIS, CHIEF, OFFICE 
OF INVESTIGATIONS, GENERAL ACCOUNTING OFFICE—Resumed 


Mr. Werrzet. Mr. Chairman, might we have just a moment while 
Mr. McArthur and Mr. Cole are still here? We would be glad to 
have them sit right here. And I think Mr. Johnson may have a 
word or two also. 

The CuarrmMan. It is unusual to do this, though I don’t suppose 
any member of the committee will object to it, but if you have any 
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specific questions you would like to propound either to Mr. Cole or 
Mr . McArthur that may throw light on this, proceed and do it. 

Mr. Werrzet. Thank you, Mr. “Chairman. I would like to point 
out, in the beginning, I have been out on another engagement. I had 
to make a talk. Mr. Ellis has been here the whole time, but I believe 
I have absorbed most of the testimony here this afternoon. 

I would like to point out, to keep the record clear, that the General 
Accounting Office has not said that the Commodity Credit Corpora- 
tion should have bought 22,000,000 bushels or any amount of wheat 
on the futures market for itself. 

We have maintained in our report and at the hearing that the Com- 
modity Credit Corporation should have used the facilities of the grain 
market in buying a limited cpr of wheat, perhaps 6 million 
bushels, on a deferred dglivery or to-arrive basis, which in turn is an 
adjustment of the futures price, gest we are supported, we feel, by 
the testimony of about 15 experts in the grain trade, some of whom 
had previously been interviewed by the Department of Agriculture 
man, 

The Cuarmman. If it was good to do it for 6, why not for 22? 

Mr. Werrzev. Because 22,000,000 bushels undoubtedly would have 
disrupted the market. 

Mr. Woodworth, of Cargill, Inc., himself said that the market could 
have absorbed 6 millions of bushels if it had been purchased through 
a private vendor. He also said that undoubtedly the purchases by 
Commodity Credit Corporation on the cash market had pushed the 
cash market up, so I think that is something also to be considered. 

Now as to the quantity that could have been purchased, whether it 
would have been 4 million or 6 million, we can’t be too scientific 
about that because the purchases were not made, but all of these ex- 
perts agree that that much could have been purchased without disrupt- 
ing the market. 

Now there are bases on which it can be done without Commodity 
Credit going out and buying futures. Cargill itself was placed in a 
position to do that, and I would like to ask the question as to why 
that did not disrupt the market when Cargill did it under this de- 
ferred delivery proposition ? 

The CuarrmMan. How could the Commodity Credit have done that, 
can you tell us? 

Mr. Werrzeu. By making arrangements as they did with General 
Mills in September of 1948 or August of 1948. 

Mr. Stevens’ letter—Mr. Stevens is an official of General Mills— 
he points out in a letter to our investigator, which is included in our 
report, in this fashion: 

In answer to your question “Under the circumstances which existed in the 
spring of 1949 when Commodity Credit Corporation was in the cash wheat 
market and the cash premium was 18 to 20 cents over May futures, would it 
have been practicabie and advantageous for the Commodity Credit Corporation 
to have bought for deferred delivery the quantity of wheat not needed by them 
until expiration date of the May futures?” 


Mr. Stevens says: 


In my opinion, it would have been the prudent thing to do and the practice 
ordinarily followed by members of the grain trade. As an illustration, I cite 
the following transaction which actually transpired in 1948: 





1566 STORAGE AND PROCESSING ACTIVITIES OF CCC 


In August 1948 a somewhat similar situation existed. Cash wheat was sell- 
ing at 12 to 15 cents over the September futures, there appeared to be very little 
wheat in nearby position, and CCC was buying in the cash market. My firm 
needed 2 to 3 million bushels of wheat by September and October so in lieu of 
paying the high cash premiums I bought approximately 4 million bushels of 
September futures in the Minneapolis market. I knew I would receive a certain 
amount of low-quality wheat but bought the 4 million bushels to assure myself 
of an ample quantity of the quality desired for milling purposes. Knowing that 
I would not need the entire amount for which I had contracted, I proposed to 
Messrs. Cole and Sundahl of CCC the sale of a million or more bushels of wheat, 
October delivery, at approximately the price for which I had contracted the 
futures. CCC had purchased in the cash market nearly all the grain they 
needed for September commitments and they could effect a saving on their 
October and November requirements of 10 cents to 15 cents a bushel by accepting 
my offer versus additional spot market purchases currently. They thoroughly 
understood that the grain they were to receive would include the wheat to be 
delivered under the futures contracts of a grade suitable for export but lower 
in protein than I needed for my flour commitments. 

That is Mr. Don Stevens’ letter. Then we have not said that the 
entire 22,000,000 bushels should have been purchased on a basis other 
than cash. It has been said with abundant support of these experts, 
that the 6 million bushels could have been purchased at a saving in that 
manner. 

Now we have evidence that CCC did it in Minneapolis in 1948. We 
also have evidenee that that was the practice at Kansas City to do 
it, and although there has been testimony that there was criticism of 
an earlier purchase, on page 59 of the gre, Met report it is 
pointed out that a 1944 situation, which is referred to in the Com- 
pliance and Investigation report, was not a fair comparison with 
1949 because of Government controls, ceiling price of wheat, shorter 
supplies due to the war conditions and the obvious future need of 
wheat until the war ended and during the reconversion era. 

In other words you have got to consider the state of the market 
at the moment the purchase is made, and that may vary from day to 
day. 

But we do feel that the market situation in the spring of 1949 
was comparable to that in the early fall of 1948, and we are not con- 
vineced that anything has been offered which would show that the 
Corporation would have disrupted the market by operating in a similar 
fashion to what they did in 1948. 

In the third place, CCC says that the transportation contract was a 
separate proposition entirely. We feel that the report throughout 
abundantly shows that the transportation contract was at all times 
considered by the Cargill officials in deciding what price to sell wheat 
to the Government. 

Also that the negotiations for the transportation contract began 
before the major purchases of wheat in mid-February by the Com- 
modity Credit Corporation from Cargill. 

We feel that the report demonstrates that the Commodity Credit 
Corporation officials knew when they purchased the wheat that they 
were going to have a contract for transportation with Cargill, that they 
also knew that shipment could not be made until after May 1, and 
that instead of taking wheat for March and April delivery, they could 
have saved substantially by purchasing somewhere between the cash 
and the futures prices for May, June, or July delivery, which was ac- 
tually what everybody knew would have to be made under the cold 
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facts of the proposition at the time when they existed as well as 5 years 
later. 

Cargill says that it was admittedly placed in a position of advantage 
and that it bought wheat on a to-arrive basis. We don’t understand 
why this would not disrupt the market if CCC purchases on that 
basis would disrupt the market, and we would like some discussion 
on that point. Mr. Ellis, did you have anything to add to that? 

Mr. Ex.is. Mine will be very brief, Mr. Chairman, as I know the 
committee wants to go home. It is getting rather late. 

I did want to mention that in the computation of the estimates, we 
tried to be very careful, in fact to bend over backward to give allow- 
ance for all such factors as storage that was saved or storage that 
would have been incurred, freight that was saved and so on. 

In fact, I think we bent over backward, and as shown by some of 
the estimates in the grain trade, they feel that the extra saving to 
the Corporation, or the profit to Cargill and the loss to the Corpora- 
tion, could have been greater. 

But finally it seems to me that we have gone necessarily perhaps 
far afield because it is a complicated proposition. It can, however, 
be brought down very simply. The arrangement was made to sell 
wheat today at today’s higher price for delivery here, point A. 

Perhaps at the same time, maybe a few days later, according to 
the record a few days later, we changed the arrangement to say, “We 
don’t want the wheat now, we want it June, some of it May, some of 
it July. We don’t want it now. We don’t want it at point A. We 
want it at point B.” 

Everyone was very alert, very quick, to change the price to reflect 
the difference between delivering at point A and point B, because that 
change resulted in “) cents or so more a bushel in price, much more 
money to Cargill. 

Nobody seems to have been aware, however, or alert or anxious at 
the same time to adjust the price to show the difference between 
wanting wheat today and wanting it next May or June. Is that 
unusual / 

We asked the former Vice President of ¢ ‘Commodity Credit Corpora- 
tion, Mr. Farrington, “Would it be unusual to expect adjustment 
n price because of deferral delivery?” He replied it was not unusual. 
Rather t was the ordinary trade practice. We have to take into 
consideration all the factors. 

To me it comes down to simply this. We changed the deal into 
one that was better for Cargill in one way and worse in the other. 
We raised the price where the deal was worse for them. We cid 
not get them to lower the price where it was better for them, and 
frankly in all fairness I still don’t understand why. 

Mr. Werzex. I don’t believe Mr. Johnson has anything at this time. 

The Cuatrman. Have you anything further to add, Mr. Cole? 

Mr. Coie. | think that has all been covered in our testimony, don’t 
you. Mac? I think we have covered all that. 

Mr. McArruvur. Yes. 

Senator Kem. Are you gentlemen impressed with the contention 
that only by giving this exclusive arrangement to Cargill could the 
Commodity Credit Corporation avail itself of water transportation 


to the senboard , 
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Mr. Exits. Senator Kem, you went one step further than we had 
done, because I think we assumed, as Mr. Cole did, that evidently the 
only way to deal was to get them to sell us the wheat. 

We don’t deny that that is quite a serious possibility. I had not 
personally read the C and I report, although it had been made avail- 
able to us. Our point was that, even if it be true, even conceding, 
shall we say, for the sake of argument, that the only way to deal was 
by that method in order to get that freight, still there was no reason 
to pay 20 cents more for today’s wheat w hen what we were buying was 
next May’s wheat. 

Senator Kem. In view of the statement made in the investigating 
report, it seems doubtful, to say the least, that it was necessary to 
make that concession, isn’t that true? 

Mr. Exttis. I would infer that, yes. 

Senator Kem. If only 75 percent of these facilities would be used 
by Cargill for itself and the remaining 25 percent was being used by 
the trade generally, it would seem reasonable, don’t you think, that 
some of these other dealers might well be interested in this type of 
contract that you have described or which one of the grain men you 
interviewed described as a cinch ? 

Mr. Extis. The difference is that all the other dealers had to deliver 
when they said they would deliver. 

The Cuatmman. They had no transportation facilities; did they? 

Senator Kem. No, but they could use Cargill's. 

Mr. Exuis. They had plenty of transportation facilities for April 
and May. 

Mr. Core. Didn't your investigation show that in this movement 
we shipped grain belonging to others down on this line? We owned 
the grain but we bought it from others? 

Mr. Exuis. I think so; isn’t that right? 

Mr. Jounson. Say that again. 

Mr. Cote. I think you show in the report that the grain we bought 
from others we put down on this line of boats. 

Mr. Jonnson. On Cergill’s boats ? 

Mr. Cone. Yes. 

Mr. Jonnson. No. 

Mr. Core. I think we did. 

Mr. Jounson. You used your own boats. 

Senator Kem. Mr. Cole, I understood you to say previously that 
that is the only way that Commodity Credit Corporation could avail 
themselves of this cheap water transportation to the seaboard. 

Mr. Core. I think that is right. 

Senator Kem. Now, do you say that you did buy grain from others 
and avail yourself of water transportation ? 

Mr. Cote. I would like to check that, Senator, but I think there was 
a time—whether it was this period. You see, we have had two or 
three periods like this with Cargill. I think at one time we did put 
quite a lot of grain that we bought from others—of course, we owned 
it—we put down over that boat line. 

Now, they want to know if we want it again. 

Senator Kem. This “better mousetrap” argument falls down; 
doesn’t it ? 

Mr. Core. I don’t know. We did it ourselves. 
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Mr. Jounson. Here is a letter from Mr. McArthur to you, a tele- 
type, asking if Cargill shipped any other wheat under the option, and 
you teletyped back, “We have not purchased wheat from other firms 
under the option we had with Cargill.” 

Mr. Cotze. That was probably on this one deal, but we had two or 
three of these periods with Cargill. 

Mr. Jonson. Yes. We are talking about this one particular con- 
tract, not about subsequent ones. We know you have had subsequent 
contracts with them as well as previous. 

The CHamman. What the committee would like to find out from 
GAO is this: All the facts are now before us. Have you discovered 
anything showing collusion between the Commodity Credit Corpora- 
tion and Cargill or have you found out just what caused them to con- 
tract as they did? Can you tell us? 

Mr. Werrze.. Mr. Chairman, the extent to which I would go is that 
we are at a loss to explain what we feel was favored treatment given to 
this one dealer. For example, on page 57 of Mr. Warren’s report 
there is this statement (reading) : 

The analysis of the delivery dates on the 286 purchase contracts, which is 
detailed on page 19, paragraph 2, shows a total of 21,928,298 bushels. Of this 
total, 15,432,738 bushels is called for in April. 


And the purchase is during 1949. [Continues reading: ] 


The implication is that the Corporation honestly intended to take delivery 
of that amount during the month, including 10,000,000 bushels from Cargill. 
The facts subsequently developed show that as far as the Cargill contracts were 
concerned there were no bushels contemplated for delivery prior to May 1; 
that there were 3,500,000 bushels contemplated for delivery in May at Albany, 
4,000,000 contemplated for June, and 4,200,000 contemplated for July. 

Then on page 58: 

The delivery of wheat to the Corporation at Duluth by vendors other than 
Cargill and as reflected by the Corporation's records indicates that all except 
50,000 bushels 
and, Mr. Chairman, a question was raised on that— 

(delivered subsequent to July 10, 1949) moved to the east coast ports as 
scheduled. It is to be noted that the bulk of this wheat was shipped during 
March, April, and May. 

So that we find that Cargill was the only seller which was accorded 
this favored treatment which enabled it to sell cash wheat to the 
Corporation, and yet not have to make delivery, and we feel that it 
was known at the time the contract was entered into that delivery 
would not be made, because the transportation contract was in process 
of negotiation throughout the time these purchases were made up until 
March 18. 

The Cuarman. When was it that Cargill & Co. started to ship 
the wheat that it sold ? 

Mr. Werrzex. In May, Mr. Chairman. 

The Cuamman. That was the first shipment ? 

Mr. Werrzex. Is that correct, Mr. Johnson? 

Mr. Jonnson. No. It was delivered in Albany, in May, so many 
million bushels of wheat beginning May the Ist to the 10th, 750,000 
bushels per week, 

Senator Youne. And there was some 4,000,000 bushels delivered in 
July. 
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Mr. Jonnson. 4,200,000. 

Mr. Cote. It was about a million a week. 

Mr. Exuis. Mr. Chairman, I think that is important in connection 
with the conversation to the effect that we had to have the wheat now. 
You must remember that this water transportation allowed only a 
million bushels every 10 days. 

Senator Youne. I want to follow up with another question. 

Mr. Extis. It had to spread out considerably. 

Senator Youna. I have this question of Mr. McArthur. Why were 
you buying wheat from Cargill in July when you had acquired prob- 
ably 200,000,000 bushels on crop loans? 

Mr. McArruvur. We bought the wheat back in February, March, 
and April for delivery before May 1, as I remember it. 

Senator Kem. But you knew you were going to get this grain in 
April; did you not? 

Mr. McArrucvr. The contract said that. 

Senator Young. When you were actually taking delivery in 
July 

Mr. McArruur. That was on account of the contract being 
amended. 

Senator Youne. Why did you amend it, then ? 

Mr. McArruvr. To. get this transportation all-water to Albany. 

Mr. Jounson. It was amended on March 18. 

Senator Kem. The testimony is that you could have gotten that 
from other dealers because 25 percent of that water route was used 
by other dealers. 

Mr. McArruvur. Senator, I couldn’t say what they moved for 
others, but my supposition is that they may have moved in some feed 
grains, mill feed, and so forth, for the GLF feed plant which have 
storage space in the Cargill house at Albany. 

Senator Kem. If they are a common carrier, Mr. McArthur, it 
seems probable from what we know that they couldn’t elect what kind 
of grain they would move. They would have to move your grain or 
anybody else’s who tendered it, to the extent of their facilities. 

Mr. McArruvur. That can be ascertained whether or not they are 
public carriers, but my understanding has been they were not. 

Senator Kem. Mr. Chairman, I think we ought to develop the facts 
about that. We have this contract justified on the ground that Car- 
gill had a better mousetrap and there was no other way to gain the 
advantage of this water transportation to the seaboard except deal- 
ing with Cargill. 

Now it comes out, according to the report of the investigating com- 
mittee of the PMA, Cargill was operating on the basis of using 75 
percent of the facilities itself and extending the use of 25 percent to 
other shippers. Under those circumstances it would seem to me that 
the justification for the contract falls down. 

The Cuarman. Whom did you deal with from Cargill, Mr. Cole? 

Mr. Cote. You mean the personalities ? 

The Cuarrman. Yes, in all of these transactions. 

Mr. Cote. A man by the name of Kelm. I think he is the operating 
vice president, and Wally Hyde. He is another vice president. 

The Cuarrman. Take those names down. That is the only way 
to do it. If you want to get all those up here, we can have them. 
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Senator Kem. Let’s get that lawyer for Cargill back here. He 
modestly admitted that he was pretty good. 

Mr. Werrzev. Mr. Chairman, the thing that concerns us is we feel 
there was a lack of proper action taken to protect the interests of the 
Government. Cargill’s interests were protected by the adjustment 
for delivery at Albany and the transportation. 

The Government's interests were not protected by an adjustment 
for the change in the delivery date, and that, as everyone who has 
dealt in the wheat. market—and I haven’t—knows, is a very significant 
fact. 

The CuairMan. How do you know there was a lack of protection ? 

Mr. WEITZEL. From the results. Why should Cargill have gotten 
the adjustments for the transportation’ Taking the best view from 
the standpoint of the Corporation that they had to buy the wheat from 
Cargill to get it transported here, and that they did save on the trans- 
portation by shipping it on the barges to Albany, we go one step 
further, which has not been controverted within my hearing: that the 
Corporation knew, when it bought the wheat that it was making a 
transportation contract, it would have to buy wheat from Cargill to 
take advantage of that, and it knew when the barges would start carry- 
ing the wheat. I knew then that it could not get delivery at Albany 
before May l. 

Why then did they first buy on a March and April basis and later 
shift it to May, June, and July and put Cargill in the position of being 
able to buy on deferred delivery and not put the Corporation in the 
position of sharing in that position of advantage? That is the ques 
tion in our minds, and it hasn’t been answered, Mr. Chairman. 

The CHarrMan. That may be true, but in your investigation have 
you found out why that wasn’t done by these people? Was it due to 
lack of ability, lack of knowledge, or collusion, or just what ¢ 

Mr. Weirze.. We don’t like to say, Mr. Chairman, that it was due 
to lack of ability or knowledge. These officials are expert officials 
of the Commodity Credit Corporation. 

We have not alleged that it was due to collusion. I would have to 
point out, however, that our investigative authority is limited to Gov- 
ernment records. 

We don’t have access to pi ivate records except by sufferance or co- 
operation ; so, we can't vive you an answer, a complete answer, on 
that. We do not say it was collusion. We are unable to say what 
it was. 

Senator Younc. The implication seems to be that we either have 
to do business W ith Cargill or else pay a higher price to someone else. 

Senator Kem. Mr. Chairman, this is just a suggestion. I would like 
to request that some of the officials of Cargill be called here. 

The CHarrman. Who?’ 

Senator Kem. The Cargill Co. 

The Cuairman. Yes; that was my solution to it. Get the people 
with whom they dealt. 

Senator Kem. You might call this attorney here and he won't 
know a thing about it. I was just speaking facetiously. This Mr. 
Axelson is one man mentioned in the record as having some knowledge 
of the situation. 
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Mr. Werrzer. Mr. Axelson, Mr. Kelm, and Mr. Hyde were the 
people we found had something to do with the transaction for Cargill 
or oem Carriers, Mr. Chairman. 

Mr. Ettis. Could I answer Senator Young’s question? I don’t 
believe it is quite accurate to reflect, as I understood was reflected, 
that the Cargill people had the upper hand, were in the driver’s seat, 
so to speak, and could require the full price and refuse an adjust- 
ment, had it been demanded, because in fact Commodity had the upper 
hand. Cargill had agreed to deliver a great deal more wheat now 
current than they could deliver, and they admitted it. 

They could not carry out their own contract. 

Mr. Werrzev. Mr. Kelm stated that Cargill did not anticipate it 
would have to make delivery on or before April 15th of all the wheat 
sold to the Corporation; that, had Cargill been held to the delivery 
date set forth in the original contract, Cargill could probably not have 
fulfilled all the terms of the contract. 

Mr. Extxis. When Commodity changed the arrangement to say, 
“You don’t have to deliver now when you can’t, you can deliver 3 
months from now when you can.” Commodity was in a position to 
ask, “We will have to ask for a price which accords with a price 3 
months from now.” 

Senator Youne. Which they did not do, and it doesn’t smell good. 

Mr. Ettis. It is inexplicable. 

The CHatmrman. Mr. Cotter, you might get in touch with the gentle- 
men just named and see what light they can shed on it and have them 
subpenaed. 

Mr. Correr. Do you want them in here? 

The CHarrMan. I suppose so, if they know anything about it— 
whoever knows anything about it. 

Mr. Exxis. Mr. Chairman, could I pay tribute to Mr. Cole and his 
office, who were quite cooperative, most cooperative in the investi- 
gation’ We appreciate that. 

While it is true that the law requires the Corporation, the Depart- 
ment, to show us the records, they were very helpful in showing us the 
records, and we appreciate that help very much. 

Mr. Cote. Thank you. 

The Cuatrman. Anything further ? 

The committee will stand in recess until tomorrow morning at 10 
o'clock. 

(Whereupon, at 4:35 p. m., the committee recessed to reconvene at 
10 a. m. Friday, May 9, 1952.) 
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Unirep Srates SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The comittee met, pursuant to recess, at 10 a.m., in room 324, Senate 
Office Building, Senator Allen J. Ellender, chairman, presiding. 

Present: Senators Ellender, Humphrey, Aiken, Young, Thye, Kem, 
and Hickenlooper. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The CHarrman. The committee will be in order. 

Mr. Your? 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Your. I do. 

The CHarkmMAn. Will you be seated, sir. 


TESTIMONY OF H. STANFORD YOHE, UNITED STATES WAREHOUSE 
ACT DIVISION, TRANSPORTATION AND WAREHOUSING BRANCH, 
PMA, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Correr. Mr. Yohe, do you want to give your full name for the 
record ¢ 

Mr. Your. Yes. My name is H. S. Yohe. 

Mr. Correr. And what is your position? 

Mr. Your. I am in charge of administering the United States Ware- 
house Act in the Production and Marketing Administration. 

Mr. Correr. Could you speak up just a little bit? Could you tell 
us what the United States Warehouse Act is, and what there is to 
administering it? 

Mr. Your. The Warehouse Act is a law that was passed by Congress 
in August 1916. Primarily it was passed for the purpose of enabling 
producers to place their farm products in warehouses, to create a 
system of uniform warehousing throughout the country, and a uni- 
form warehouse receipt which would set forth specific and definite 
information as to the products that were deposited by the farmer, 
this for the purpose of creating a receipt which would be acceptable 
to the bankers generally, or lending agencies, as collateral for loans to 
producers. 

It provides for the licensing of warehousemen, storing basic agri- 
cultural commodities. It is not a mandatory law. We license only 
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upon request by application from warehousemen and upon finding 
that they can meet the requirements of the Department. 

After they are licensed, they are then subject to supervision by the 
Department. Before they get a license, they must file a bond with 
the yg in line with the requirements of the regulations. 

Mr. Corrrer. Would that be on capacity, like the CCC bond? 

Mr. Your. The bond is based on the capacity, so much per bale or 
per bushel, whatever the commodity might be, and depends also on the 
net worth of the warehouseman. Each warehouseman will have to 
have a certain amount of net worth under the regulations. If he 
cannot meet the requirements with respect to net worth, and it is 
apparent in all other respects that he is a good warehouseman and 
knows how to run the warehouse business, knows how to receive 
products properly, and when they are in proper condition for storage, 
and knows how to look after them when he has them in storage, he 
is permitted to make up a deficiency in assets by filing an additional 
bond. But not withstanding how much he might be worth, he must 
in every case file a bond. 

Mr. Correr. How many warehouses do you have that are licensed 
under this act ¢ 

Mr. Your. Approximately 1,480. 

Mr. Correr. Is there any reason why there are so few licensed 
under the act as compared to the over-all? I think that the CCC says 
that it has about 12,000 under contract. This would be not much 
more than 10 percent of the business am ger 

Mr. Your. I think that they have about 12,500 grain warehousemen 
and about 2,500 of cotton, which makes about 15,000 in all. There 
are several reasons why. A good many of these probably could not 
meet the requirements which we set forth under the Warehouse Act. 
A good many of them would fall by the wayside from the standpoint 
of net worth, and probably could not get the necessary bond. 

Mr. Correr. Would that mean that your requirements are too rigid, 
or your standards too high? 

Mr. Your. No, I would not say that they are too rigid. If any- 
thing, they are too lenient. Right now we are thinking about making 
the requirements still higher. 

Senator Kem. How much net worth is required, Mr. Yohe? 

Mr. Your. A warehouseman would have to have a minimum of at 
least $5,000 and a maximum of $100,000, depending upon his capacity, 
and he must furnish bond in the amount of a minimum of $5,000 
and a maximum of $50,000. 

Now, there is a provision in the act that the Secretary can at any 
time, if he feels he should require more bond, call for more bond, 
and that is done at times, and has been done in a good many cases 
in the past. 

Then there are other warehousemen that cannot qualify because 
they do not have the proper facilities. Their buildings themselves 
are not adequate. There are others who do not have the buildings 
equipped with the proper machinery to take care of commodities. 
So if we did license them, we woulld be bound to have trouble if we 
let them put a lot of commodities in there. 

Senator Arxen. Is there a license fee, Mr. Yohe, required ? 

Mr. Your. Yes, sir. 

Senator Arken. How much is that? 
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Mr. Your. The license fee itself to a warehouseman is $10. Then 
there is an inspection fee for each original examination of the ware- 
house, that is, an eXamination made to determine whether or not the 
warehouseman can meet the requirements. That ranges from $10 to 
$200. 

Senator Arken. Then it is not a matter of cost that deters the ware- 
houses from obtaining United States licenses ? 

Mr. Your. No. That would be insignificant. 

Mr. Correr. Have you covered all the reasons why they would 
not— 

Mr. Your. There are a good many warehouses that do not have 
sufficient bins, in the case of grain, to permit them to operate under 
this act. They must store for the public, which means that with grain, 
which is a fungible commodity, you cannot store one man’s grain with 
another man’s grain if it is of a different grade, and you have a great 
number of different grades in grain, as well as in a lot of other com- 
modities. You can store your No, 1 with Senator Aiken’s No. 1 and 
somebody else’s No. 1, and so on. All No. 1 grade can go together 
of the same class of grain. No. 2 grade of the different depositors 
can go together. But you cannot mix those grades. 

The Cuarrman. Is that a regulation or the law? 

Mr. Your. That is in the act itself. You cannot mix different 
grades of different depositors because you could never separate them 
and meet the requirements when you come to make delivery. 

Senator Aiken. Are many of the warehouses so small that the re- 
quirement of $5,000 as a bond would be burdensome ? 

Mr. Your. No, I would not say that it would. 

Senator ArkEN. What would be the average cost of a $5,000 bond? 

Mr. Yeur. $25. They have a fixed fee on that. 

Senator Arken. And are they not required to bond under the State 
warehouse laws, anyway, in most States ¢ 

Mr. Your. That is right, specially where they have mandatory laws. 

The CuHarrman. You require fire insurance, too ¢ 

Mr. Your. Under the regulations, they must insure if the depositor 
requests that the warehouseman insure. 

The Cuamman. How about the building itself ? 

Mr. Your. If he wants credit for the building in his financial 
statement, he must carry insurance on it. We do not give him credit 
for any facility or any other asset that is insurable if he does not carry 
fire insurance. 

The Cuarrman. After a person becomes a member, or qualifies, what 
service do you perform in his behalf ? 

Mr. Your. After he is once licensed, then we are supposed to check 
those warehouses from time to time. There are no set schedules at 
all. In fact, we try to keep our time of examination unannounced, so 
that they will not know when we are really coming around. In other 
words, we want a surprise element in there. If they are doing any- 
thing that is not right, we will encourage them to try to correct it as 
much as we can, at least. We set a standard many years ago that we 
should make at least four examinations a year. 

The Cuatrman. Four? 

Mr. Your. Four. We have not been able to maintain that stand- 
ard. though. 

The Cuarrman. How many inspectors have you? 
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Mr. Your. We have 61 field technical men. That includes field 
supervisors. 

The Caamman. Out of 1,480 warehouses? 

Mr. Youre. Right. 

The CHatmMan. Have you warehouses in every State? 

Mr. Youre. No, sir. 

Senator Arken. You say 51? 

Mr. Your. Sixty-one. 

Senator Arken. They would have to inspect, to keep up your stand- 
ard, 100 a year? 

Mr. Youre. One hundred inspections? 

Senator Arken. Yes. You say you have to inspect four times a 
year, and you have to inspect 1,500. 

The CHatrman. That is the standard. 

Mr. Your. But we cannot keep up the standard. If you are going 
to take the 1,500 warehouses and inspect each one of them four times a 
year, that would be 6,000 inspections—— 

Senator Arxen. That is right. 

Mr. Youre. (continuing). Which would mean that your 61 could 
make about 100 inspections a year. 

Senator Arken. Well, that would not be very many. It would not 
seem like very many, especially when you figure in small warehouses. 

Mr. Your. But you must remember that we have licensed some of 
the largest warehouses in the country, in their particular lines. I 
know we have in cotton and we have the grain, and those warehouses 
take a lot of time. 

Mr. Correr. What does your inspection consist of? 

Mr. Your. We make a subsequent examination, the first thing we 


do is get all the receipt books that the warehouseman has. 

Mr. Correr. Receipt books? 

Mr. Your. That is right. And in that connection, so that you may 
follow what has taken place, and the purpose of it, let me say that 
for the last 26 years, the Department, under regulation, has required 
that the warehousemen must get all their pa, through the Depart- 


ment, which in turn places the orders with a bonded printer, so that 
they can get these receipts only from one source. Those receipts 
are prepared only on one kind of paper, which is manufactured 
specially for the Department, and can only be released to the printer 
upon orders from the Department. 

Now, when the printer gets an order from the warehouseman which 
is O. K.'d by us, he proceeds to execute that order before the order is 
sent to the warehouseman; it is checked by one of our own people— 
we have a checker at the plant—and we keep a register of every receipt 
that is printed. Those receipts are all numbered in numerical order, 
so that when we license the warehouseman, we know exactly how many 
receipts he had to start with. Then, when we go to make our examina- 
tions, on each examination he must account for all the receipts that 
were isued to him in the first place. That accounting must be either 
by way of having—say, if he ordered 10,000 receipts, the 10,000 
original receipts, or 

Mr. Correr. Supose he gets out another type of receipt? 

Mr. Your. If he gets out another type, we may not know it. But 
this type of receipt which we have has not been changed from the 
beginning, and it is recognized by the banking institutions throughout 
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the country, and when they get something else that is not a Federal 
receipt. 

Mr. Corrrer. You mean, if he is a United States warehouseman, and 
under the Warehouse Act he starts issuing something else, the banker 
or somebody else would spot it right away ¢ 

Mr. Your. That is right. Even the farmers down through the 
cotton producing territory—again and again, we have been told that 
the cotton farmers go to some warehouseman and deposit their cotton 
with them, and he gives them a non-Federal receipt, the farmer looks 
at it, and says, “No. That ain’t the kind of receipt that I want. I 
want one of those green receipts.” 

He is referring to the Federal warehouse receipts as they have 
a light green color. 

The CuatrMan. Is he prohibited from issuing receipts other than 
the ones that you authorize? 

Mr. Yone. That is right. The act specifies the form of that 
receipt. 

The CHamman. Can he warehouse anything and give a receipt 
other than the one that you prescribe ¢ 

Mr. Your. Not for a commodity that is eligible under the act. 
A man storing cotton might want to put in some wool, say. He is 
not licensed to store wool. He could issue a receipt not prescribed 
under the Warehouse Act for that wool, because he is not licensed to 
store that. In other words, that permits him to use his space to best 
advantage. 

Senator Hicken.Loorer. Can he store cotton, for instance, on his 
contract between himself and the owner of the cotton without attempt- 
ing to have that cotton come under he benefis of the act? 

Mr. Your. Not if he is licensed to store cotton. We require a 
warehouseman who is operating a warehouse to license all his facili- 
ties that he has in any one town. So he cannot operate partly licensed 
and partly not licensed. 

Senator Hicken.oorer. I see. 

Mr. Your. Now, once in a while, of course, someb« xy will do some- 
thing like that. We do not know it. 

Senator HickenLoorer. But | just wondered what his rights were, 
whether he had a right to make a private storage contract with part 
of his facilities with an individual. 

Mr. Your. Not if we know it. 

Mr. Correr. As I recall it, there was a large conversion in this Tan- 
ner case where it was a United States Federal warehouse under 
your act. 

Mr. Your. That is right, but Federal receipts are not involved. 

Mr. Correr. And the man was issuing some Rocky Mountain States 
warehouse receipts, and there was a big conversion. Didn’t you peo- 
ple know that he was issuing these other kinds of receipts ? 

Mr. Your. No. 

In that case, we had Tanner under a license at five different places, 
four in Colorado and one in New Mexico. He had the prescribed 
form of receipt, the federally licensed receipt. He issued that receipt 
for a long time, and then we found out that something was not quite 
right around there, and we got into a squabble with him. We had 
heard that there were some receipts issued that were not our form of 
receipt. 
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The way we caught it was that the examiners came around and 
found a lot of beans there that were not covered by the Federal re- 
ceipt. On previous examination, those beans were all covered by 
Federal receipts. And when we raised the question with him about 
it, “Why are all these beans in here and not covered by a Federal 
receipt?” he said: “Well, they were covered. I had issued Federal 
receipts on them, and when they got to the Commodity Credit office 
at Kansas City, they insisted that they did not want that Federal 
receipt; they wanted what was known as a Rocky Mountain, or a 
nonnegotiable receipt.” He said, “I told them that I could not issue 
a nonnegotiable receipt; I could not issue that Rocky Mountain re- 
ceipt, under the law.” which was correct. But he said that they 
insisted that they had to have that or nothing. 

So he said, “You get back my licensed receipts, and then I will see 
what I can do for you.” 

So he got back all the licensed receipts, and he canceled them, and 
when our examiners came around they found that the receipts were 
canceled. So naturally they thought when the receipts were sur- 
rendered and canceled, they must have ordered the beans out of the 
house. Most of them had gone, apparently. He said that he issued 
these Rocky Mountain receipts, and then apparently he started 
moving beans. 

Senator Arken. That sounds as if the Commodity Credit Corpora- 
tion directed him to violate the United States Warehouse Act. 

Mr. Your. I do not know who did the directing. 

Senator Arken. That is the way it sounds. 

Mr. Your. We raise the question, of course, but we have not re- 
ceived the answer except as before indicated by the warehousemen. 

Mr. Correr. Mr. Yohe, I think that the evidence in that Tanner 
case indicated that most of the beans were not there, that they were 
over in another State, that he had the warehouse receipts issued at 
Gallup, N. Mex., and the beans were up in Colorado. 

Mr. Your. I do not think that those were Federal receipts, though. 
Those probably were the other kind. 

Mr. Correr. Now, wait a second. I think that you just testified 
that he issued these Federal receipts and then subsequently issued the 
Rocky Mountain. 

Mr. Your. There was an exchange of receipts that took place. 

Mr. Correr. I think that there is testimony to that effect. But 
if the beans were never in Gallup and the receipts were issued on the 
Gallup house, how is it possible for that to be done under your act, 
and how is it that your inspectors did not catch it when they first 
inspected? I think it was about the third or fourth inspection that 
detected the shortage. 

Mr. Your. That is not quite the story. We examined that house 
on July 21, 1949. That is the Gallup house. At that time we found 
on hand 917,900 pounds of beans. There were Federal receipts out- 
standing for 143,600 pounds, and for the balance, 774,300 pounds the 
receipts were supposed to have been surrendered and canceled for 
shipment. 

Now, that happens right along in any kind of operation. Receipts 
are surrendered for shipment. They must be surrendered before the 
warehouseman can ship. 
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We came around again to examine that house on November 11, 1949. 
Then we found beans on hand, according to the examiner’s inventory, 
of 11,.725.830 pounds. 

The Cuatmrman. Now, at that point you said that you found over 
700,000 pounds without your receipts? Was that not a violation of 


vour rules and regulations ? 
Mr. YOuE. No. You see, he had issued receipts on them in the 
first place. Then they were surrendered by the holder to make 


shipment. 

The Cuarrman. But they were still there? 

Mr. Your. The beans were there, yes. He still had not shipped 
them. He would have to get the receipt back before he could make 
shipment. 

Now, sometimes they cannot get cars to make the shipment prompt- 
ly, and they may be there at the time when we come to examine them, 
but the receipts are canceled. If they could not ship, of course, the 
beans ought to be there. And that is what happened, according to 
the examiners, at that particular examination. They were there 
awaiting shipment. 

The Cuarmman. The full amount ? 

Mr. Your. Well, the 774.000 pounds, yes, on July 91, 1949. 

Now, on the next examination, which was made on November 11, 
1949, the examiner found 11,725,830 pounds of beans on hand, and 
against those were outstanding Federal receipts for 10,.259.400 pounds, 
or a balance of 1,466,430, which were not covered by receipts. And 
there again we were told that that balance was in process of delivery, 
and part was being received from other warehouses. 

The Cuatrman. Did he have any receipt to show that he was going 
to ship those out ? 

Mr. Your. They must have been back in Kansas. 

The CuarrmMan. No, I mean, did you require it ? 

Senator ArkeN. You mean back in Kansas or Colorado ? 

Mr. Your. This is Gallup, N. Mex. 

Senator Arken. But you said the receipts must have been back 
there in Kansas. Maybe I did not hear you correctly. 

Mr. Your. No. That was when the final exchange was made. 

Senator Arken. All right. 

Mr. Your. You are liable to find any time in the examination of 
i house that there would be more in stock than there are receipts 
outstanding. For instance, in grain operations. the farmers will be 
out harvesting the grain. They do not come in with each truckload 
of grain. In fact. they do not come in as a general thing with the 
grain. They have commercial truckers that truck this grain from 
the farms into the warehouses. The farmers there are busy harvest- 
ing, and they do not want their receipts to be handed over to these 
commercial truckers, who are really itinerant truckers, and go along 
is the harvest develops throughout the year. | | 

So the farmer tells the warehouseman, “I will get the receipts when 
I am finished harvesting.” or, “You ean send them to me.” 

So there you have a free baJance, you see, until he gets caught up 
and the farmer gets the receipts. 

The same way when you have grain receipts surrendered for ship- 
ment. the law says that the receipts must first be returned and canceled 
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by the warehouseman before he can make shipment. Now, a man 
might order shipment and the cars might not be available for a week, 
or something like that. If we came in in that period and made an 
eXamination, we would find, necessarily, an excess of beans there as 
compared to outstanding receipts. They are just awaiting shipment. 
But we try to explore that and see that the transaction is backed up by 
orders for shipment. 

The CuarrMan. So you had 1,000,000 pounds in excess ¢ 

Mr. Your. That is right, that were not receipted. 

The Cuarrman. Now, when you say 1,000,000 pounds, you mean at 
all warehouses ¢ 

Mr. Your. No. I am just talking about the Gallup warehouse, in 
New Mexico. This man Tanner had one house in Gallup, N. Mex., 
which was a big house. 

The Cuatrman. Was that the only one under Federal inspection ? 

Mr. Your. No. He had four others in Colorado. 

The CuarrmMan. All federally inspected ¢ 

Mr. Your. They were under Federal inspection, or Federal license. 
Then he had some others—how many I do not know, and I have not 
been able to develop that—which were not under Federal license. 

Now, apparently all that we could find out, and what apparently 
some of the investigators found out, was that he was supposed to have 
beans in these Colorado houses which did not have any railroad there, 
and he represented that he had authority from the CCC to move those 
beans down to Gallup where there was a large warehouse, so that he 
could move them out quickly, and he was having those beans up at the 
Colorado warehouses in the course of trucking down to this Gallup 
house. That is what was supposed to be taking place. 

The Cuarrman. That is what he told your inspectors? 

Mr. Your. Yes, that is the story that we got. We did not get so 
much about these other houses, because they were not under license. 

The Cuatrman. In the investigations which you made of the five 
warehouses in November, did you find everything in order ? 

Mr. Your. We found those houses had beans there of a sufficient 
amount. 

Senator ArkEN. To cover the United States receipts ? 

Mr. Your. That is right; yes. 

Now, let us get one step further. We examined the Gallup house 
again on January 26, 1950, and on that occasion we found 11,725,835 
pounds of beans there, and Federal receipts were out for 11,067,800 
pounds. In other words, he was pretty nearly fully receipted. And 
the examiner said as to those 658,035 pounds that were not receipted, 
that consists of incompleted lots belonging to CCC and are being 
prepared for shipment. That was the information that we got. Now, 
those were unreceipted, of course. 

Mr. Correr. As yet you had not discovered anything about this 
Rocky Mountain warehouse ¢ 

Mr. Youe. No, not up until that time. 

Senator Arken. Up until what time, now? 

Mr. Your. That was up to January 26, 1950. 

Then we came along. There was an examination made by one of 
the men of the CCC examiners, and that was in April, about April 29, 
1950. Then it was found that he had issued Rocky Mountain receipts. 
And when we found that, we immediately raised the question, “How 
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come: what is that kind of receipt, anyhow?” You are under Federal 
license. You can only issue the form of receipt prescribed by the 
Federal law. 

Then we got the explanation that the CCC did not want that receipt. 
It had to have a Rocky Mountain nonnegotiable receipt. 

Mr. Cotter. Did you get that confirmed by the CCC, or did you 
just take Tanner’s word for it? 

Mr. Your. No. They had the receipts all right, but we never 
could find why they required that form. We never could find out 
who ordered the exchange of receipts or why they took them. I can- 
not answer that at all. 

Senator Arken. As far as you are concerned, they were in violation ? 

Mr. Your. The warehouseman was in violation, and when he did 
not give us a justifying explanation, we suspended his license 
promptly. 

Senator Arken. And if anybody told them to exchange United 
States receipts for Rocky Mountain receipts, they were te ing him to 
violate the United States Warehouse Act? 

Mr. Your. That is right. 

The Cuarrman. You had no indication that anybody told this man, 
Tanner, did you? 

Mr. Your. No, except that I know that the CCC returned their 
receipts to him and got the other form of receipts, and not the licensed 
receipts. 

Senator Arken. The CCC inspectors must have known that he had 
two kinds of receipts. 

Mr. Your. They knew it after the examination of April 1950. 

Senator Arken. They must have known he was violating the United 
States Warehouse Act. 

Mr. Your. I do not know. We have tried persistently 

Senator Arken. Then if you found the beans were covered by 
United States warehouse receipts here all the time, then it was the 
beans that were covered by the approved Rocky Mountain receipt 
that must have been missing? 

Mr. Your. Yes, so far as we could tell. So far as we could tell, 
that is what was missing. That is what enabled the defalcation. 

Senator ArkeNn. In other words, your responsibility was not the 
missing beans, and could not have been ? 

Mr. Your. They were not under Federal receipts. I do not know 
how anybody could make a check of a house if a warehouseman was 
told by somebody else to issue a receipt other than his prescribed 
form, and if he goes ahead and does it, and we do not know anything 
about these receipts. We cannot check him. 

The CuarrmMan. You say that you got word from the Commodity 
Credit inspector that other receipts than yours were being used ¢ 

Mr. Your. Yes. 

The Cuarmman. Rocky Mountain receipts? 

Mr. Your. Yes, and we immediately called the warehouseman for 
an explanation. 

The Cuarmman. And what did you find? 

Mr. Your. We found that they were. 

The CHamman. But describe it to us. What became of your 
receipts ? 
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Mr. Your. They were back. They were exchanged for these Rocky 
Mountains, and were canceled. 

Senator Aiken. Wait a minute. Did the Commodity Credit in- 
spector advise you that these other receipts were being issued ¢ 

Mr. Your. The Commodity inspector did not advise us, we found 
out about it. 

Senator ArkeEN. That is what I want to know, whether he advised 
you or whether they called it to your attention or not. 

Mr. Your. No. At that time, we were working two lines of in- 
spection: The Federal Warehouse Act; and then we were supposed 
to inspect warehouses in which the CCC was storing so-called pro- 
cessed commodities. Dried beans are considered a processed com- 
modity. And we had an inspector go out there at that time—that 
was in April—who was on this processed-commodity assignment, and 
he found that this fellow had issued those Rocky Mountain nonne- 
gotiable receipts. ‘That was in April 1950. 

The CuHarmman. Was that the same warehouse that you had ex- 
amined just a few months previously ¢ 

Mr. Youre. That is right, yes. 

The Cuarrman. Did you determine whether or not this change or 
shift took place in the meantime / 

Mr. Your. It must have. 

The -CHarrmMan. Let us not say “must have.” You could have 
found out from the dates. I do not think that you need to assume. 
You say your receipts were canceled. 

Mr. Yorer. Our receipts were canceled. 

The Cuamman. On what dates, do you know ? 

Mr. Your. No, I do not have that. We do not make a record of 
the dates that they are canceled. 

Senator Arken. What did you do when you found this exchange, 
that the United States warehouse receipts had been exchanged for 
Rocky Mountain receipts? 

Mr. Your. We immediately contacted the warehouseman and asked 
why were those other receipts issued and not the Federal receipts. 

Senator Aiken. And did you get a satisfactory answer / 

Mr. Your. The answer that we got back was that he had issued 
the Federal receipts and he was told that these Federal receipts were 
not acceptable in the CCC office. 

Senator Arken. In other words, the legal receipts were not ac- 
ceptable in the CCC office? 

Mr. Your. That is right. 

The Cuarrman. That is what he told you? 

Mr. Your. That is right. And we promptly suspended his license, 
and said, “You have no right to issue that kind of receipt.” We 
said, “You could issue a nonnegotiable receipt under the Warehouse 
Act.” 

He said, “I did not know.” 

We said, “You had better read vour act and your regulations. They 
are perfectly clear on the subject.” 

Then after we had him under suspension, apparently some troubles 
took place after that. Now, we came around there to examine again 
on August 3, 1950, although the license was in suspension, and at that 
time we found in there 7,107,042 pounds of beans not covered by 
licensed receipts. There was not a single Federal license receipt out- 
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standing. So those beans must have been there to take care of these 
Rocky Mountain receipts. 

Senator A1KEN. Did you call the attention of the Commodity Credit 
Corporation to the apparent erratic practices that were being found ¢ 

Mr. Your. They knew about the business, surely. 

Mr. Correr. Now, Mr. Yohe. when was this discovery made? 

Mr. Your. About April 29, 1950. 

Mr. Correr. Now, that was when all warehousing was under the 
Warehousing and Trans portation Branch; is that not right ? 

Mr. Your. Yes. 

Mr. Correr. And that was in charge of Mr. Hudtloff ? 

Mr. Your. He was the director of the branch. 

Mr. Correr. And you are a division of that branch? 

Mr. Your. That is right. 

Mr. Correr. And doesn’t the jurisdiction of the Transportation and 
Warehousing Branch extend out into the field ? 

Mr. Youe. Into the field ? 

Mr. Correr. Yes. 

Mr. Your. Yes, to the extent that it goes through our Division. 

Mr. Correr. So wasnt this all hanging within the framework of 
one branch?’ In other words, were not their instructions to issue 
Rocky Mountain receipts and cancel out your receipts, and so forth, 
all operating within the framework of one jurisdiction, or one branch 
of the CCC? 

Mr. Your. No. Those instructions went through the Kansas City 
commodity office. 

Mr. Correr. But isn’t the Kansas City commodity office, with re- 
spect to warehousemen, somewhat under the jurisdiction of Mr. Hudt- 
loff’s group here in Washington’ At that time, anyway / 

Mr. Your. I cannot answer that. Mr. Hudtloff would have to 
answer that. 

Mr. Correr. Let us have Mr. Hudtloff up here, can we? 

The CHARMAN. Yes. 

Mr. Hudtloff, is there anybody else you desire to have with you? 

Mr. Hupriorr. Mr. Raeder. 

The Carman, Will both of you raise your right hands? Do each 
of you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Huprworr. | do. 

Mr. Raeper. I do. 

Senator Arken. May I ask Mr. Yohe a question ? 

The CHarrMan. Surely. 

Senator Atken. How long have you been with the Department of 
Agriculture ¢ 

Mr. Your. I first came with the Department on May 16, 1911. 

Senator AIKEN. 1911 ¢ 

Mr. Your. That is right. I was out about a year or 16 months and 
came back and took charge of this Warehouse Act. I came back 
some time in January 1921 and took charge of the Warehouse Act on 
Mav 15. 1921. and IT have been handling this ever since. 

Senator Arken. That would almost qualify you as a career em 
ployee, would it not ¢ 

Mr. Your. I do not know. I find men who are in the service a 
year or so being referred to as career employees every once in a 
while. So I do not know what a career employee i ls. 
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TESTIMONY OF MARTIN J. HUDTLOFF, DIRECTOR, TRANSPORTA- 
TION AND WAREHOUSING BRANCH, ACCOMPANIED BY CHARLES 
E. RAEDER, DEPUTY DIRECTOR, TRANSPORTATION AND WARE- 
HOUSING BRANCH, PMA, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Correr. Mr. Hudtlotf, do you want to give your identity for 
the record ? 

Mr. Hupriworr. Martin J. Hudtloff, Director of the Transportation 
and Warehousing Branch. 

Mr. Correr. And Mr. Raeder? 

Mr. Rarper. Charles E. Raeder, Deputy Director of the Trans- 
portation and Warehousing Branch. 

Mr. Correr. Mr. Yohe, before we get back into the Tanner case, 
what is about the average salary of your inspectors? 

Mr. Your. I suspect they would average about $4,700 or $4,800. 
Our inspectors are mostly in Grade 7, and some in 9. 

Mr. Correr. But they do the—— 

Mr. Your. The supervisors are 12, and assistant supervisors are 
Grade 9 and 11. 

Mr. Correr. Do they do the job of inspecting and matching re- 
ceipts and measuring grain, and so forth? 

Mr. Youe. That is right. 

Mr. Correr. And this is $4,700? 

Mr. Your. That is right. 

The Cuarmman. Can you tell us the amount of fees that you collect 
a year? 

Mr. Youre. It runs anywhere from $35,000 to $45,000. 

The Cuamman. That is, altogether? 

Mr. Your. That is right. 

The Cuatrman. About what does it cost the Government to operate 
your branch? 

Mr. Your. We have somewhere about $580,000 a year. 

The Cuamman,. That is paid out of the Federal Treasury? 

Mr. Your. That is right. 

The Cuarrman. And you collect about $35,000 to $45,000? 

Mr. Your. Yes. 

The Cuarrman. Very well. 

Mr. Correr. Mr. Hudtloff, can you throw any light on this situ- 
ation that apparently existed in the Tanner case, where the people in 
Kansas City, according to Mr. Yohe’s testimony, were given instruc- 
tions which would appear to be counter to the instructions or the law 
with respect to the Federal warehouse license ? 

Mr. Hupvriorr. Yes. Technically, the PMA commodity offices re 
ceive instructions from us with respect to warehousing. We write the 
procedures, and they in turn are forwarded to the PMA commodity 
offices. Administratively, they are not responsible to us, but they are 
responsible to the Assistant Administrator for Commodity Operations. 

Mr. Correr. Is that pursuant to some of the decentralization plan, 
or has it always been that way ? 

Mr. Hupriorr. That is always the way it has been. 

Mr. Correr. So this change was not reported up through to your 
division in Washington; it occurred just on a local level? 
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Mr. Huprworr. That is correct. 

Mr. Correr. Mr. Yohe, have you got any other United States ware- 
houses that have been involved in these conversions ? 

Mr. Your. There was one case in Colorado at a place called Calhan, 
Bates Elevators, where the CCC seemed to think they had had some 
trouble. He was operating a number of other houses at other points. 
But there again, as far as we could find, the Calhan house, which was 
the only one under license, was all right. Shortages apparently took 
place at other houses, which were not under the Federal act. 

Mr. Correr. Do you feel that the limitations or the standards of 
the United States Warehouse Act should be changed in any respect 
to make it more attractive to a larger number of warehousemen? Is 
it entirely realistic to have so few of your total number of warehouses 
members of this act? Are there any other contributing factors to 
that ¢ 

Mr. Your. There is a sort of natural reluctance, and always has 
been, since I have had this work, on the part of warehousemen to have 
the Government get into the picture at all. 1 suppose that is due to 
the fact that our act does not permit warehousemen to do certain 
things, which undoubtedly are being done and have been done. 

Mr. Corrrr. You do not feel that the act itself could be changed to 
any beneficial effect ¢ 

Mr. Your. I do not see where the changes would result in getting 
any more warehousemen under regulation. I do not think that the 
act is too rigid at all. I do not think that the standards or the regu- 
lations are. As a matter of fact, if 1 were to attempt to review the 
Warehotise Act today and suggest amended legislation, I certainly 
would include many things that are not in that act now. I would 
cover quite a number of fields. 

We offered some suggested amendments to the Congress back in 
1938, but they never got anywhere, some of which would have been 
probably quite beneficial in these cases. 

Mr. Correr. Do your inspectors do work outside of inspecting 
United States warehouses? 

Mr. Your. Sometimes when we had these two joint lines, we had 
some men who were under the Warehouse Act who would inspect some 
of these CCC houses that are not licensed, because they happened to be 
right in the same town in which a licensed warehouse was, and were 
inspecting it, and there was another warehouse there that was not 
licensed, and so we said that there was no sense in trotting another set 
of examiners probably 200 or 500 miles to examine this CCC house 
when we have a man right there in that town ready. So we just made 
an adjustment there of funds to take care of that. 

Senator ArkEN. Do you think that there would be no sense of send- 
ing two inspectors to the same town ? 

Mr. Youre. Pardon me? 

Senator A1rKEN. Do you agree that there would not be any sense in 
sending one inspector in to inspect one warehouse and another one in 
to inspect another in the same town ? 

Mr. Your. | just cannot see any necessity for it. 

Senator Arken. You are qualified as an old career employee. 

Mr. Your. I think it is a waste of money if you are making the right 
kind of inspections and you have the right kind of controls. To me, 
it is silly to send two different people from two different organizations 
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to examine the same house or two different houses—one under the 
Warehouse Act and the other not. 

Mr. Correr. In this Tanner case, there were two sets of inspectors 
going in there / 

Mr. Your. At times; that is right. 

Mr. Correr. And apparently it took quite a few inspections of the 
combined finally to catch up with the situation. 

Is there anything else you would like to add, Mr. Yohe, with respect 
to this United States Warehousing Act situation as it might relate to 
conversions and storage / 

I would like to ask you, what has been your experience with respect 
to depreciation of grain in the Federal houses, which I think is prob- 
ably one of the most important problems of your storage situation / 
Is that no so? 

Mr. Your. That is one of the very reasons why we have always 
said that we ought to make at least four inspections. A lot can happen 
in grain between these 3-month periods. If you get grain in there 
which in the first place has had high moisture content, and if the 
warehouseman does not follow his grains carefully, he is going to have 
some heating develop in there: he is going to have weevil develop. 
And if you were not checking that grain, before you know it, it has 
gone beyond the place where it is anything but the grade that it went 
in there. Sometimes you may even find grain that will go in there 
as No. l and will come out sample grade. 

Mr. Correr. You cannot rely on your warelhousemen to take care 
of it? 

Mr. Your. They are supposed to, and we have our Federal ware- 
housemen pretty well instructed. But I just want to point out now 
that every place where we have had trouble, that has been developing 
here in the last 2 years, or the last 3 years, since our standards have 
been slipping, has been in connection with warehousemen who were 
not under the act at the time that we made our four inspections a year, 
and they got it into their heads, “They won’t be back here in a long 
time now, and they won’t be after things the way they were.” 

And that brings back to my mind that you should not have less 
than four inspections a year. Even with that, some things can 
happen. But with that many inspections, we can usually nip them 
in the incipient stages, and there will not be any very serious losses, 
only something that the warehouseman can bear and pay for. 

Mr. Correr. You indicated that your standards had been slipping. 
What did you mean by that ? 

Mr. Your. I mean the number of inspections to be made per year, 
of a house. And even so, we have not been able to go after these 
things as thoroughly as we would like to. 

We have been trying to make at least two inspections a year, but 
every now and then I see that there is a tendency on the part of 
examiners to evade those instructions and get around them, and in 
doing it they just do not go into things as thoroughly as they ought to. 

[ wrote memoranda to all of them the other week, telling them that 
things are developing there which could be prevented by stopping 
and thinking. If you think of those things, would you go after them ‘ 

Senator Tuyr. Mr. Chairman, may I ask a question ¢ 

The CuatmrMan. Yes, Senator Thye. 
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Senator Ture. You say that many of the examiners, or inspectors, 
become careless and do not go into it? Was that your statement ? 

Mr. Your. They go into the house and they examine it, but they are 
trying to cover too much ground, and they find a situation there which 
they do not recognize as one that will lead to trouble, and they do not 
stop to think about it. 

Senator Tuyr. You mean a good grain inspector would not 
recognize it ? 

Mr. Your. No. A good grain inspector cannot do the kind of 
examination work that I am talking about. 

Senator Ture. What are you talking about ? 

Mr. Your. I am not talking about a grain inspector, now. I am 
talking about a warehouse examiner. And this warehouse exam- 
iner 

Senator Tuye. What is the warehouse examiner’s duty, specifically ¢ 

Mr. Your. A warehouse examiner must go further than the grain 
inspector. ‘The grain inspector, for instance, has nothing to do with 
the financial responsibility of the warehouseman. He has nothing 
to do with the facility. He does not vo near the facility. He passes 
on the sample that is submitted to him. 

The Cuarrman. I do not follow you. 

Mr. Your. No, he does not pass upon the warehouse or warehouse- 
man. 

Senator Ture. Do I understand that somebody brings him a sample, 
and he passes on that sample ? \ 

Mr. Your. A grain inspector: right. 

Senator Tnyr. And does he rely on the warehouseman to go and 
get that sample for him? 

Mr. Your. No. The grain inspector who operates under the Grain 
Standards Act is licensed under that act, and they have samplers in 
the various markets who draw a sample on the track, out of the car, 
or at the time it is being unloaded. 

Senator Tre. That is one type. 

Mr. Your. And that sample goes in to the inspector, and he passes 
on that. Now, he is passing solely on the sample, and the certificate 
so states. 

Senator Tuyr. But that just happens if a carload of grain is being 
unloaded that day. What I am concerning myself with is the in- 
spector who goes out to check on that warehouse that has the CCC 
grain in it. You mean to say that he would rely on the management 
to go and get a sample and bring him the sample ¢ 

Mr. Your. Not under the Warehouse Act. I cannot tell you what 
they do under the CCC. I do not know that they even make any 
examinations. No. 

Senator Tuyr. The inspector of grain that is in that Federal ware- 
house—TI do not care whether it is CCC or any other—is the one I am 
concerned with. Just what are his duties? You say that you gave 
him a memorandum and kind of shook him up a little bit ? 

Mr. Your. These examiners go out to the warehouses. They go in, 
and, as the first thing, as I stated a while ago, get the warehouseman’s 
books. ‘They take the warehouse accounts and all his receipts. If 
the receipts are not there which should be there, then he must show 
that the receipt was issued, and produce a carbon copy. Then the 
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examiner will go to the warehouse after he has made an inventory of 
all the receipts. It might be that the receipts are back and canceled, 
which means that the grain has been shietoat 

Now, the examiner will go into the warehouse and go into each and 
every bin and determine just how much grain there is in each bin, 
by measurement, not weight. That would be too expensive. 

Senator Ture. Of course, he would have to run it all back over the 
scale. 

Mr. Yorr. Yes. He draws a sample from each bin; that is, what 
we consider as a fairly representative sample. That sample he takes, 
and if he is alone, he examines it. If there are several of them, they 
look over it together, and see what the grade of it is. 

Senator Tuyrr. Now. wait a minute. Let me get this straight. 
If there are several? Do you have these inspectors going in flocks? 

Mr. Your. No, no. 

Senator Tuyr. What do you mean by “several” ? 

Mr. Your. You go into a house, as we have some, with 5 million, 
10 million, 12 million, or 18 million—we have one with 3314 million 
bushels’ capacity. 

Senator Tuyr. Why is that, sir? 

Mr. Your. You cannot expect one man to go in there and examine 
a house like that. He just simply cannot. 

Senator Ture. Why? 

Mr. Yore. Because grain would be moved all around there. He 
would never get out of the house. One of those warehouses has over 
1,500 bins in it, or tanks. If he is going to draw a sample out of each 
one of those tanks and pass upon it, he would never get away from that 
house, one examiner. He would be there month after month, day 
after day. But we do feel that it is essential—— 

Senator Torr. Then how many would you send on such an 
inspection ¢ 

Mr. Your. We have had as many as six in one house, one of those 
big houses. We try and get out of there as soon as we can. After 
all, our examiners are a little of a nuisance to the warehouseman, too. 
They slow down his operations. He cannot move certain grain 
when we are in there inspecting it. Otherwise, he would just be 
running grain around there in circles, and we would be checking the 
same lot of 100,000 bushels. So it is a technical job, and a hard job, 
and a dirty job. 

Senator Tuyr. A bank examiner is a nuisance in a bank, too. 

Mr. Your. Surely. 

Senator Ture. But that bank examiner does not concern himself 
with whether he is a nuisance for 48 hours or 2 or 3 days while he 
is getting those records. 

Mr. Your. That is right. And that is just exactly what we are not 
concerned about, either. I have known bank examiners to be in 
banks 2 or 3 months. 

Senator Ture. Yes, sir. 

Mr. Youre. And that is just what would happen. But they do not 
go in there, with just one examiner in the big banks. There is a 
flock of them that goes in there, as you say. You do not find just 
one examiner in those big banks. I have seen them in some of those 
big banks. 
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Senator Ture. I have had a little experience with that business, 
because I was in our State department of agriculture, and we had 
all the grain inspectors under that division, sir. Therefore, I am not 
exactly a stranger in the business that you are talking about. 

Mr. Your. I am not answering you as if you were, sir. I am 
merely trying to tell you what we are trying to do, and what we do 
do. But I think that you will appreciate that unless we draw a 
sample from each bin and determine what the grade of it is, just 
to go in there and say that the warehouseman has receipts out for 
10,000,000 bushels and we find 10,000,000 bushels by the measured 
inventory, and then say that that satisfies you, that would be far from 
performing the job, because that 10,000,000 bushels might all be 
sample grade. . 

Senator Tuyr. Does that inspector concern himself at all with 
the quality ‘ 

Mr. Your. That is exactly why he draws that sample. 

Senator Ture. You just stated earlier that he concerns himself with 
all the records and he does not concern himself with the quality of the 
grain. That is what 1 was leading up to. 

Mr. Your. No. 

Senator Ture. When an inspector goes on the job, he first examines 
as to the records, and then he ascertains whether the quantity is there 
in accordance with the records, does he not ¢ 

Mr. Youe. That is right; quantity and quality. 

Senator Tuye. And then he concerns himself with the quality, as 
to whether the quality coincides with the grades on the records! 

Mr. Youre. That is right, with the receipts outstanding. 

Senator Ture. My understanding of the inspection was that he 
not only inspected the records, but he also inspected the quality of 
the grain that was there. 

Mr. Your. Quantity and quality. 

Senator Ture. If that grain is going off in condition, he would 
have to be aware of that, if he is qualified to do the job. 

Mr. Your. Oh, yes; if the grain is going off. 

Senator Tuyr. What led me to ask these questions was that you 
said that you had had to send out a memorandum jogging these men 
up a little bit, and I just wondered whether these inspectors in the 
field would need any such jogging up if they were really qualified 
inspectors. 

Mr. Your. You always find that there are situations developing 
which to one man will not mean everything. But they are qualified 
men, surely. ‘They are trained men. But you can take a very good 
examiner, one of our best, and put him out, and he knows what to do, 
but he may miss something. He may do it only once in several years. 
That could happen to anybody, just as bank examiners overlook things 
in banks, many times. 

Senator Ture. Thank you, Mr. Chairman. 

The Cuamman. Mr. Cotter. 

Mr. Correr. Mr. Hudtloff, when was the Transportation and Ware- 
housing Branch established ? 

Mr. Hupriorr. The Transportation and W arehousing Branch was 
established on September 29, 1949. 

Mr. Correr. And at that time, were your warehousing and trans- 
portation functions centralized in that branch ? 
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Mr. Huvriorr. Prior to that time ¢ 

Mr. Correr. No; at that time, were they / 

Mr. Hupriorr. At that time, they were; yes, sir. 

Mr. Correr. Before that, they had been in the individual commodity 
branches, more or less? 

Mr. Hupriorr. That is correct. 

Mr. Correr. And were you with the Commodity Credit Corpora- 
tion at that time? 

Mr. Hupriorr. I was, sir. 

Mr. Correr. What had you been doing prior to that time ¢ 

Mr. Hupriorr. My position was Comptroller of the Corporation. 

Mr. Correr. Comptroller of CCC. 

Mr. Hupriwrr. Yes, sir. 

Mr. Correr. And you were placed as liead of this Transportation 
and Warehousing Branch ? 

Mr. Hupriorr. That is correct. 

Mr. Correr. Were there any reasons given for the centralization 
at that time / 

Mr. Hupriwrr. I should like to say this, Mr. Cotter, that actually 
I went over there on the 27th of July, but I had a reorganization to 
do, and it was, I believe, on thfe 29th of September, as I indicated 
before, when we actually established what is now the present Trans- 
portation and Warehousing Branch. 

Mr. Correr. What were the reasons that that action was taken at 
that time ? 

Mr. Hupriorr. Mr. Trigg talked to me at that time, that he had a 
very strong feeling that all of the warehousing responsibilities should 
be placed in one branch, and he talked to me at some length about it, 
how he felt, and wondered whether or not I felt the same way. I told 
him that that was one of the things that the Department of Agricul- 
ture had been arguing about for a long time, as to whether or not the 
branches should be set up on a functional basis or whether they should 
be set up on a commodity basis. 

But I felt that it would work satisfactorily on a functional basis. 
And he asked me if I would accept the job, and I told him that I would 
like to think about it, and at the expiration of about 2 weeks I came 
back to Mr. Trigg and told him that I would accept the job as Director 
of the Transportation and Warehousing Branch. 

Mr. Correr. What are the arguments in behalf of having it cen- 
tralized ? 

Mr. Huprvorr. I think that you could say that those people who 
are trained in warehousing functions are all in one group, and that 
probably they could take care of their responsibilities better if they 
were centralized in one group. That is an argument that you could 
advance for centralizing the functions. 

Mr. Correr. Are there any other arguments? 

Mr. Huprvorr. I think that is the principal one. 

Mr. Correr. What are the reasons for keeping it in the commodity 
office ¢ 

Mr. Hupriorr. The big reason for keeping it in the Commodity 
Branch, Mr. Cotter, is that the Commodity branches have the re- 
sponsibility for the operating programs. In other words, the Grain 
Branch has the responsibility for establishing the price-support pro- 
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grams on grain. They are responsible for the acquisition of the com- 
modity. They are responsible for the disposition of it. 

Senator Arken. And the preservation of them, too? 

Mr. Huprvorr. Yes, sir. 

Senator Arken. In quality and quantity? 

Mr. Huprvorr. That is the argument for placing them in the Com- 
modity Branch, in that they do acquire it; they dispose of it, and for 
that reason, they should also warehouse it. 

Senator Arxen. If the inspection service is also handled by the 
Commodity Credit office, does that not in effect put them in the posi- 
tion of passing on their own performance entirely ¢ 

Mr. Hupriorr. Yes, I think that is so. 

Senator Arken. If they are responsible for maintaining the quality 
and quantity of the grain, which 1s inspected under the United States 
Warehouse Act, and that function is transferred to the (¢ Commodity 
Credit Corporation, then they are in effect inspecting themselves. 
Would that not lend itself to abuse? Would that not lend itself to 
greater possibilities of cover ing up losses, due either to deterioration 
or any other cause ? 

Mr. Hupriorr. Let me say this, Senator, that 

Senator Arken. I am just thinking of the future. If the trend is 
to eliminate United States warehouse inspection, or put it under CCC, 
what chance have you got? 

Mr. Hupriorr. Just recently the Administrator est: ablished a pol- 
icy in connection with the inspection of warehouses storing commodi- 
ties in which Commodity Credit Corporation has a financial interest. 

Mr. Correr. What is the date of that? 

Mr. Hupriorr. This is dated April 30, 1952 

Senator ArkeN. April 30? That is a little over a week ago. 

Mr. Hupriorr. There is an attachment to this which is dated April 
2, covering the memorandum dated April 30. 

Senator Arken. April 2 or May 2? Then the attachment comes 
before the memorandum ? 

Mr. Hupriwrr. At that time, as a result of the study which was con- 
ducted by representatives of the commodity branches who had an 
nterest in storage, representatives from Fiscal and representatives 
from the Transportation and Warehousing Branch, the committee 
came up with the suggestion outlining a program of subsequent in- 
spect ions on cotton, erain, and processed commodities. 

Mr. Correr. And who will be in charge of that ? 

Mr. Huprtorr. May | complete this? 

Mr. Correr. Yes. 

Mr. Hupriorr. At that time, the policy that was adopted was that 
this would go back to the PMA commodity office, and they would be 
responsible for making the inspection established in this cycle of 





inspections. 

Senator A1rkeEN. You mean, they would have full responsibility for 
passing on their own performance ? 

Mr. Hupriorr. They would have full responsibility ; that is correct. 

Senator Aiken. That is a good idea, if you can do it. 

Mr. Huprvorr. At that time, we made a recommendation that ‘an 
independent inspection service be established, and that is included in 
the memorandum here. I should like to read it, and I am quoting 
from the memorandum dated April 2_— 
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Senator Arken. How does your attachment happen to be dated 
earlier than your memorandum ? 

The CHarrmmaNn. It is not. 

Senator ArkeNn. The attachment was April 2 and the memorandum 
April 30. 

Mr. Correr. You mean May 2? 

Mr. Huvriorr. No. This is simply transmitting it to the respon- 
sible branches. 

The Cuamman. The attachment is April 2 and the letter is April 
30, is it not? 

Mr. Hupriorr. That is correct. 

Mr. Correr. Is it May 2 or April 2? 

Mr. Hupriorr. April 2. 

Mr. Correr. I do not understand it. You have a memorandum 
dated April 30. 

The Cuarman. No. April 2. 

Senator Arken. No. April 30 is the memorandum. 

Mr. Correr. The memorandum was dated April 30 and the attach- 
ment April 2; is that correct ¢ 

Mr. Huprvorr. That is correct. 

The CHamman. Well, that is all right. 

Mr. Correr. It sounds as if the cart is in front of the horse. 

The CHairMan. No, it is not. 

Mr. Hupriwrr. The memorandum is simply transmitting it to the 
branch. 

This is the information [indicating }. 

Mr. Correr. I see. 

Mr. Hupriorr. At that time, and I am quoting now from the basic 
instruction which set up the procedure: 

It will be noted in the committee report that the Transportation and Ware 
housing Branch feels that the inspection staff should report administratively 
to a Washington branch, while the Grain and Cotton Branches feel that the staff 
should report directly to the PMA commodity office. It is my recommendation 
that the inspection staff be required to report administratively to the PMA 
commodity office directors in order for them to effectively carry out their 
assigned duties. 

That is signed “Elmer Kruse” and was approved by Mr. Geissler 
on April 24. 

Mr. Correr. Does that mean that they will report to Washington 
to the respective commodity branches, for instance, the grain inspec- 
tors will report to the Grain Branch, and —— 

Mr. Hupriorr. No, sir. It means that the inspectors will report 
directly to the PMA commodity office directors, ‘They will be under 
their control. 

Mr. Correr. And the field inspectors? 

Mr. Hupriorr. That is correct. 

Mr. Correr. And what about this reporting into Washington? 

Mr. Hupriorr. We made the recommendation that they report 
separately. 

Mr. Correr. And it was turned down? 

Mr. Hupriwrr. That is right. 

Senator Arken. Mr. Kruse made this recommendation in spite of 
the fact that the losses in conversion had not occurred in the Sehuvathy 
inspected warehouses? It seems rather unique, with foul possibilities, 
Mr. Chairman. 
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Mr. Huprvorr. This does not refer to the United States Warehouse 
Act. This is all inspections that we make. 

Senator AIKEN. That is all of them. 

Mr. Hupriorr. That is right. 

Senator AIKEN. But it includes the United States warehouses, does 
it not? 

Mr. Hupriorr. No, sir. We have our separate inspection system 
under the United States Warehouse Act. 

Senator A1kEN. What is the effect of this going to be on the United 
States warehouse inspections ? 

Mr. Huprvworr. None at all. 

Senator AITKEN. You mean they will duplicate inspection ¢ 

The CHAIRMAN. No. 

Mr. Your. Under this inspection, they are not supposed to go into 
federally licensed warehouses. We still have that. 

The CuarrMan. You will not duplicate the work ¢ 

Mr. Your. No. 

Mr. Hupriorr. No. Those houses that are licensed under the 
Warehousing Act will continue to receive their inspections from Mr. 
Yohe’s people. 

Senator ArKEN. I see. 

Mr. Hupriorr. This has to do only with those nonfederally licensed 
houses that store commodities for the Corporation. 

Senator ArkKEN. I see. I thought that it might have the effect of 
subordinating the United States warehouse inspection. 

Mr. Hupriorr. No, sir. 

Senator AIKEN. I am glad it does not. 

Mr. Correr. Mr. Hudtloff, at the time this branch was set up, was 
anything said with respect to the balancing of controls to the point 
that Senator Aiken has just made, to have your inspection service 
independent from your Commodity sranch, and have some inde- 
pendence of operation, or balance ¢ 

Mr. Hupriorr. Undoubtedly that was a factor, Mr. Cotter. 

Mr. Correr. Was it discussed with you at that time as being a 
factor ¢ 

Mr. Hupriorr. As I recall, Mr. Trigg felt very strongly that he 
wanted to put into one branch the functional responsibilities for all 
of the transportation and the warehousing, which he ultimately did. 

Mr. Correr. I do not think you answered my question, Mr. Hudtloff. 

Mr. Hupriorr. Will you repeat your question again, please? 

Mr. Correr. Will you read the question, Mr. Reporter? 

(The quest ion was read by the reporter. ) 

Mr. Hupriwrr. In other words, the matter of controls, as to whether 
or not that was a factor? 

Mr. Correr. Yes. 

Mr. Hupriorr. Yes, I believe that was discussed. 

Mr. Correr. When was this function, particularly with respect to 
the grain, transferred out of your branch ¢ 

Mr. Hupriworr. That was transferred out on the 30th of June 1951. 

Mr. Correr. Now, were there any conferences that immediately 
preceded that, which may have precipitated that transfer / 

Mr. Hupriorr. No, sir: there were not. 

Mr. Correr. Did it just happen in the night? How did it happen ? 

Mr. Hupriorr. I was rather concerned for fear that it might happen. 


20554—52—pt. 2——29 
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I went to Mr. Kruse, and I suggested that as an alternative of trans- 
ferring them back into the commodity branches, they transfer the bin 
yrogram and consider it as a farm storage. And since the Grain 
Reanch was responsible for farm storage and has been all the way 
through, I thought that maybe that could be used as a sort of bargain- 
ing plan, and I suggested that if this matter was discussed, he come 
up with the proposition that the bin-storage program be transferred 
to the Grain Branch, but that the commercial storage be retained in 
the Transportation and Warehousing Branch. 

Mr. Correr. Why were you fearful that this would happen? What 
indications had you had that made you fearful? 

Mr. Huprwrr. I had none, other than that there was a change in 
administrators and, as I say, ever since the Department has been 
organized, there has always been the question of whether or not it 
should be on a functional basis or whether it should be on a commodity 
basis. 

Mr. Correr. Had the question of these conversions come up prior 
to the transfer of this function back into the Grain Branch? 

Mr. Huprworr. Oh, yes. 

Mr. Correr. It was quite active in the spring and summer of 1951, 
was it not? 

Mr. Huprtvorr. Yes, sir. 

Mr. Correr. And had you had conferences at the Washington level 
in which your branch was concerned ¢ 

Mr. Hupriorr. That is correct. 

Mr. Correr. Had you taken any steps to attempt to tighten up, or 
take any other remedial steps? 

Mr. Hupriorr. Yes, sir. When this situation began to break, first 
of all, we were getting copies of the compliance and investigation 
reports that had been completed. 

Senator Arken. As of about what date were you getting these? 

Mr. Hupriorr. We were getting those in February and March of 
1950. 

Senator Arken. In 1950 you were getting them? 

Mr. Huprvorr. In 1951. 

Senator ArkeNn. That is about 2 years before this committee got 
them ? 

Mr. Hupriorr. In 1951. 

Senator Arken. I am sorry. 

Mr. Hupriorr. We were also getting notice from the Compliance 
and Investigation Branch that inspections had been requested, and 
that it had not been completed. So we were getting at one point in 
our office, and placed at that particular point, one person who would 
be responsible for reviewing these inspection reports. On the basis 
of that, we felt that the first thing that was necessary was to get from 
the field a list of the shortages. We felt that we were short of infor- 
mation, that we did not have enough really to know whether or not 
we had the full picture. 

So I think it was on May 14 that we prepared a memorandum to be 
sent to all the PMA commodity offices requesting that they submit 
to us a list of all the shortages that have occurred in their areas within 
the past 2 years. 

Senator Ture. What is the calendar year on that? You said May 
14. 
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Mr. Huprvorr. 1951. 

I took that to Mr. Kruse, and Mr. Kruse at that time suggested 
that we did not have a report form attached to-it; it was simply a 
memo requesting that this information be given to us. At that time, 
he suggested that possibly it would be better to prepare a report form 
to attach to it, and on the basis of that we developed a subsequent 
report form. 

Also on the basis of the information which we had developed from 
the C. and I. investigations, and what we had uncovered through our 
examinations under the United States Warehouse Act, we prepared a 
letter that I believe was about five pages long. 

Mr. Correr. A letter to whom? 

Mr. Hupriorr. A letter to all the PMA commodity offices and to 
all the PMA State committees. 

The Cuatrrman. How many cases were there under the United 
States Warehouse Act at that time? 

Mr. Huprvorr. Only the Tanner case. 

The Cuarrman. That was the only one? 

Mr. Huprvorr. I believe that was the only one. 

Is that right. Mr. Yohe ? 

Mr. Your. Yes. 

Senator Arken. That, however, was not shortages in commodities 
covered by the United States warehouse receipts ¢ 

Mr. Hupriorr. That is right. 

Mr. Correr. But you had a number of other shortages in your 
regular warehouses / 

Mr. Hupriorr. Yes. There were a number of shortages that were 
not associated with the United States Warehouse Act. 

The Cuarrman. I presume they were the same shortages that were 
made available to the committee through the GAQ; is that right? 

Mr. Hupriorr. That is right. 

Mr. Correr. We obtained some material from your office. It is 
undated. It might be the memorandum you are looking for. Is that 
it? 

(A document was landed to Mr. Hudtloff.) 

Mr. Huptvorr. That is. 

Mr. Correr. And what was the substance of this letter ? 

Mr. Hupriorr. The substance of this letter is simply calling to the 
attention of the PMA commodity offices and to the State offices those 
things which we developed as a result of the review of the investigation 
reports and of the inspections made under the United States Ware- 
house Act. We cetn to call that to their attention, because we felt 
that it might be used as a basis of measurement to avoid subsequent 
conversion and shortage cases, and we did. I think we set up some 
12 or 13 points that they should avoid. . 

Mr. Correr. Tightening-up points? 

Mr. Hupriorr. Tightening-up points, in order to avoid conversions 
and losses. 

Mr. Correr. What happened to your memorandum? 

Mr. Hupriorr. I was out of town at the time that that memorandum 
was transmitted to the Assistant Administrator for Commodity Op- 
erations. That was taken over by my assistant, Mr. Raeder. 

Mr. Correr. Who would the Assistant Administrator for Com- 
modity Operations be? 
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Mr. Hupriorr. Mr. Kruse. 

The Cuamman. Mr. Cotter, might it not be well to identify that 
memorandum for the record ? 

Mr. Correr. I was going to ask, Mr. Chairman, that we introduce 
it at this point. 

Senator Arken. What is the date? I would like to know the date 


now. 
The Cuarrman. Will you give us the date, to whom, and from 


whom? 

Mr. Huprvorr. I will have to give you a tentative date, as best as 
a establish it. I think it was around the 23d or the 24th of May 
of 1951. 

Mr. Correr. And it is addressed to the Directors of PMA com- 
modity offices, and chairman All State PMA committees, from the 
Assistant Administrator? That would be Mr. Kruse? 

Mr. Hupriorr. That is correct. 

The Carman. Without objection it will be placed in the record 
at this point. 

(The letter referred to is as follows:) 


Exutsir 76 


To: Directors, All PMA Commodity Offices 
Chairman, All State PMA Committees 
From : —, Assistant Administrator. 
Subject: Reports of Malpractices by Warehousemen and Others. 

Lately an increasing number of reports regarding conversion and suspected 
conversion of Commodity’s products while in store, of looseness in administering 
instructions, procedures, and contracts, and even instances of collusion on the 
part of some of our people with warehousemen, have been reaching this office. 
Generally speaking, the members of our staff individually desire to protect Com 
modity’s interests, but some members have not been sufficiently alert to the 
possibilities of wrongdoing on the part of warehousemen, nor to what they need 
to do themselves to protect the Corporation's interests. With a view to effecting 
improvement, and without mentioning any case by name or even citing the loca 
tion, we bring to your attention some irregularities. We believe by bringing 
these to your attention there will follow a tightening up which will avoid a 
repetition of such cases. ; 

1. It has been represented that some PMA commodity offices have returned to 
a warehouseman licensed under the United States Warehouse Act the form of 
receipt prescribed by that law and requested him to issue in lieu thereof the 
nonlicensed CCC form of receipt. The form of receipt that a warehouseman 
licensed under the United States Warehouse Act may issue is mandatory, and 
must follow the requirements of the statute and the regulations promulgated 
thereunder. Therefore, to refuse such a receipt and demand a nonlicensed 
form of receipt, whether it be issued under State statute or not, amounts to cast 
ing aside the special protection which Congress aimed to give to the holder of a 
Federal warehouse receipt. It also forces the warehouseman, if he should com- 
ply with the request, to violate the act and the regulations under which he is 
licensed, thereby subjecting himself to having his license suspended or even 
canceled, 

2. It has been developed that warehouse receipts have been surrendered with 
shipping orders to warehousemen by commodity offices, but no follow-up was 
exercised to see that the orders were executed promptly. This has resulted in 
at least one warehouseman canceling the warehouse receipts that were issued 
and using the grain for his own purpose. In the instant case some receipts had 
been surrendered at least a year before the trouble was discovered. A ware- 
house examiner cannot discover that there is a shortage in such a case because 
the receipts were duly surrendered and canceled and stricken from the records. 
The warehouseman in question is now facing the possibility of criminal prose- 
cution. If the commodity office had been exercising reasonable caution this 
wrongful conversion of grain should not have happened. Or, it would have been 
detected in a reasonable time. 
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3. Another case has come to our attention where grain is reported to have 
been directed by Commodity Credit Corporation to a certain warehouse for 
storage, but after 8 to 10 months had elapsed the warehouseman had not re 
ceived instructions with respect to issuance of receipts, and no receipts had 
been issued. Fortunately, a warehouse examiner, detecting a large quantity 
of unreceipted grain, demanded an explanation. Whoever directs any grain 
into a warehouse should insist upon receiving a warehouse receipt promptly 
upon the storage of the grain, whether the house be operating under the Federal 
Warehouse Act or not 

4. In the examination of warehouses a number of instances have come to 
light where the grain was shipped allegedly on phoned instructions from the 
CCC offices prior to the return of the receipts, but on the promise that the 
receipts covering the grain would be forwarded immediately. The delivery 
of any product from a warehouse prior to the return of the receipt is contrary 
to the Federal Warehouse Act, a section of the AAA Act, State laws, and also 
contrary to Commodity contracts with warehouseman. To instruct a warehouse 
man to deliver prior to the return of receipts, regardless of the statutory viola- 
tion, is a bad practice also because it makes possible the complete nullifying 
of the warehouse supervision service and leaves the warehouseman with an 
excuse if he converts the product for his benefit. 

5. On several occasions warehouse receipts after issuance have been altered 
by someone other than the warehouseman. In some instances the grade had 
been raised and in other cases the weight or quantity had been changed. Close 
nvestigation developed that the changes had been made somewhere along the 
line by PMA personnel. Offices should impress upon personnel all the way down 
to county committeemen and their clerks that the warehouseman issuing the 
warehouse receipt is the only person who can make alterations on his warehouse 
receipts. After any alteration is made it should bear both his signature and the 
date made. An even better method would be to surrender the receipt if it is 
in error and demand a correct receipt. Therefore, if a receipt comes into your 
possession which appears to be in error, or appears to have been altered by 
someone other than the warehouseman, it should be returned immediatel) to 
the warehouseman. If the warehouseman denies having made or authorized 
any changes in a receipt a complete investigation should be made by the Com 
pliance and Investigations Branch with a view to determining who made the 
change. 

6. Frequently, CCC-owned commodities are stored in unapproved or marginal 
storage facilities Proper procedure has been. prescribed for the approval or 
disapproval of storage facilities. A too frequent resort to emergency approval 
or indiscriminate use of so-called emergency facilities, or a lax review of reports 
of inspection of warehouses is very likely to result in the use of undesirable 
facilities, and immediate tightening up along these lines must be instituted 

7. In the course of a year a number of warehousemen who were licensed under 
the United States Warehouse Act have their licenses suspended or revoked, or 
permit them to expire upon the annual renewal date. In some cases suspensions 
and revocations were because of violation of fundamental principles of the law 
Some who permitted their licenses to expire did so because they were warned 
against some of their practices as being in violation of the law. A number of 
times warehousemen, recognizing that a license under State law is accorded the 
same recognition as a license under the Federal act, secured State licenses 
On the basis of those licenses they sought approval by various PMA commodity 
offices, and it was granted. Recently a case was revealed where a warehouse- 
man admitted that he had actually sold the products which the Federal inspectors 
found he was short. Upon being asked to explain, he indicated that when the 
Commodity Credit Corporation demanded its product it would receive product 
of the grade and quantity called for by the warehouse receipts, even if it was 
necessary to bring grain in from another warehouse it operated or to go into 
the market and buy the commodity. That was a definite statement of conversion 
of Commodity’s product. The warehouseman’s license was promptly suspended 
and before a week had elapsed he had secured a license from the State and was 
accorded approval by the commodity office. There is no reason to believe that 
this warehouseman will not do the same thing again, even though the State law 
prohibits the very same deed which the Federal act prohibited. It is pointed 
out that in such instances the possession of a State license should not be the 
sole basis of approval of a warehouse for CCC's commodities 

8. Warehousemen who apply to the Federal Warehouse Act Administration for 
licenses are sometimes denied because of inadequate fac ilities, incompetent man 
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agement, operator’s lack of financial stability, or past record. Yet many of 
these warehousemen secure State licenses. As a result of securing such State 
licenses are automatically recognized for approval. To automatically approve 
those who have been denied a Federal license is more than likely an invitation 
to trouble and no contract should be made with any such warehouseman without 
a most critical examination on the part of Commodity Credit Corporation prior 
to approval. 

9. Complete instructions regarding standards and criteria for proper storage 
of CCC-owned grains have not been issued to the State and county committee 
offices. Such instructions will be issued in the very near future. However, 
instructions containing standards and criteria, proper storage methods and safe 
storage practices to be utilized in the programs involving storage of certain 
CCC-owned commodities, included in which are processed commodities and 
bagged commodities, have been issued to the Commodity offices. It is gratify- 
ing to know that when these standards and criteria have been properly applied, 
deterioration and losses have been negligible. However, indications are that 
although field representatives, inspectors and examiners, upon finding improper 
practices in use in storing certain CCC-owned commodities, and after instructing 
the warehousemen properly, the warehousemen contacted the area offices and 
were given permission to continue other than the prescribed practices. The 
granting of such permission by area offices must be stopped. 

10. It is reported that instances where it is necessary to collect from ware- 
housemen for losses suffered by CCC, either through conversion or neglect on 
the part of the warehouseman, considerable difficulty has been encountered in 
that proper appraisal of financial statements have not been made and adequate 
protection secured in the form of bond. It is suggested that a review be made 
of all storage agreements and contracts with a view to seeing that CCC’s 
interests are protected either by financial net worth of the warehouseman or by 
requiring adequate bond. 

11. Instances have been found where warehousemen have substituted lots of 
a’lower grade for CCC-owned lots held on an identity-preserved basis. There 
have been other cases where substitutions were made within a grade with CCC 
being given the marginal lots and the warehouseman taking the lots with 
lower percentage of grade defects. This practice can be avoided by insisting 
upon proper stacking and marking of lots. In some instances it may be desir- 
able to mark the lot number on certain containers within each lot. Warehouse 
examiners can often detect changes in lots if frequent examinations are made. 

The instances above cited indicate that a loose administration of certain poli- 
cies, instructions, and procedures tends to promote and encourage bad prac- 
tices on the part of certain warehousemen, and in some instances it has been 
definitely contributive to conversion of Government-owned commodities. Im- 
mediate steps must be taken to correct such administration. In all instances 
of conversion where the evidence is conclusive, unconverted and identifiable 
CCC commodities in the warehouse must be moved immediately to approved 
storage facilities, the contract canceled, and measures taken to see that no 
more contracts are made with those warehousemen. 

It is necessary that we devote more attention to detecting shortages of CCC 
commodities as soon as possible. Where loading orders or notices to deliver 
are issued to warehousemen calling for the delivery of CCC commodities and 
the warehouseman does not comply with the delivery schedule requirements, the 
commodity office should determine the reason for such failure to deliver. If 
it is found that such failure to deliver is because of a shortage, then an imme- 
diate investigation should be made to determine the reasons for such shortage. 
The Washington office must be kept currently advised of serious shortages of 
CCC commodities that are occurring in the various facilities that are being 
used by CCC. Therefore, until further notice, you are instructed to submit to 
the Transportation and Warehousing Branch, Washington, a commodity 
shortage report in the form attached hereto as exhibit A, which has been ap 
proved by the Reports Committee, on all existing and subsequent shortages 
amounting to $500 or more. Subsequent to the submission of this shortage 
report, it will only be necessary for the commodity office to route to the Trans- 
portation and Warehousing Branch a copy of any action taken on such shortage. 
This will enable us to be fully informed at all times of the exact status of any 
discovered shortage. 
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In instances of suspected conversion, a request should be made immediately 
upon the Compliance and Investigation Branch to conduct a complete investi- 
zation. Until such time as the investigation has been completed and a report 
received which indicates the alleged conversion was unfounded, there shall be 
no additional commodities consigned to the suspected warehouseman. If the 
report indicates the warehouseman is guilty of conversion, the commodities 
shall be removed immediately as aforementioned and additional appropriate 
action taken. Also precautionary measures should be taken to preclude the 
possibility of again entering into contracts with warehousemen who have been 
disapproved because of such illegal actions. Particular care should be taken 
to make certain that some of these warehousemen, or members of their organiza- 
tion who may have been implicated in the irregularities, do not apply for ap- 
proval through another organization which they may have formed and which 
is operating under an entirely different name. 

Because of the protective measures to be found in the Federal Warehouse 
Act and regulations, and the system of inspection and supervision that has been 
devised over the years, and which has proved its merit, we urge that encourage- 
ment be given to warehousemen becoming licensed under this statute. Such 
warehouses are inspected periodically by Government employees who are espe- 
cially trained in that work. 

The amount of products on hand is determined by physical inventory. The 
products that should be in store to protect the warehousemen’s obligations to 
CCC and other depositors are determined by an audit of Federal warehouse 
receipts. Obligations not represented by outstanding Federal receipts are diffi- 
cult and sometimes impossible to ascertain. Control of the Federal-licensed 
receipt is excellent. Products stored by depositors who do not demand and in- 
sist on receipts serve, in many cases, to permit concealment of obligations and 
to make the examiner’s inspection of doubtful value, if not to nullify the 
inspection. 

The following is a summary of practices which, if followed, will go far toward 
avoiding illegal and unscrupulous acts on the part of the warehousemen: 

1. Do not replace Federal warehouse receipts with other forms of receipts. 
Encourage warehousemen who are eligible for licensing under the United States 
Warehouse Act to secure such licenses. Licensing under this statute frees the 
warehousemen of licensing under any mandatory State laws. 

2. Follow up shipping orders to see that they are promptly executed. If not, 
ascertain reason for the delay. 

3. Demand warehouse receipts in all cases immediately following the placing 
of goods in store. 

4. As a general rule, do not phone delivery orders. If there is some pressing 
need to phone an order, make sure to mail the receipts to the warehouseman 
immediately following phoning the order. 

5. Accept no altered warehouse receipts unless they bear evidence that the 
alterations were made by the warehouseman himself. setter, require a new 
warehouse receipt. 

6. Avoid use of marginal or unapproved warehouses. The use of emergency 
facilities should be rare. 

7. Investigate thoroughly any warehouseman who has had a Federal license 
suspended, revoked, or who permitted it to expire. Always inquire why. 

8. Inquire of all applicants whether they ever applied for a Federal license. 
If they did, and the application was not granted, inquire why not. 

9. Require all warehousemen to abide by Department instructions as to good 
storage practices. Make no exceptions. 

10. Scrutinize all financial statements; give no credit for doubtful assets, and 
require ample bond. 

11. Insist upon proper lot identification on commodities held on identity 
preserved basis and have examiners alerted to detect substitutions. 

12. Require that products be stored and kept in the warehouse in which the 
warehouse receipt recites they are. Permit no substitution of product sup- 
posed to be in a certain house by promise to apply a product in some other 
warehouse. 

13. Always follow policies, instructions and procedures. Remember excep- 
tions invariably lead to trouble. 
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DEPARTMENT OF AGRICULTURE, PRODUCTION AND MARKETING ADMINISTRATION 
COMMODITY SHORTAGE REPORT 


Director, TRANSPORTATION AND WAREHOUSING 

BRANCH, 

Unrrep STATES DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, D. C. 

The following is a preliminary report of a commodity shortage of $500 or 
more that has been reported to this office and is being submitted for your 
information: 

Full description of shortage and reasons given: 

Action being taken: 

The Compliance and Investigation Office has (has not) been requested to make 


an investigation... _- mea coc a = ‘ _ . 
(Date) 


Remarks: 
Submit in triplicate. 


Mr. Correr. Go ahead, Mr. Hudtloff. 

Mr. Hupriorr. As I say, at the time when that memorandum came 
over for signature, I was not in town. I was out on business. And 
the memorandum was taken to the Assistant Administrator’s office 
by Mr. Raeder. 

Mr Corrrer. And what reaction was given to it? 

Mr. Huprvorr. At that time, it was given to Mr. John Dean. And, 
from what Mr. Raeder has reported to me, the memorandum was 
given to him on, I believe it was, one night close to 5 o’clock, and 
Mr. Dean asked to take the letter and take it home and review it. 

The Cuatrman. Who is Mr. Dean? 

Mr. Hupriorr. Mr. John Dean is the Deputy Assistant Adminis- 
trator. 

The following morning Mr. Dean contacted—did he contact you, 
or did you go over? 

Mr. Rarper. I do not 

The Cuamman. If Mr. Raeder knows about it, let him testify. 

Mr. Rarper. I carried the letter over to Mr. Dean around 5 or 5: 30, 
on or about the 23d or 24th of May 1951. Mr. Dean said that he would 
like to take the letter home and read it over. I do not recall whether 
Mr. Dean called me or whether I went to Mr. Dean’s office the next 
morning to inquire as to whether the letter was signed or would be 
signed to go out. 

I was informed by Mr. Dean that they were not going to sign the 
letter. 

The Cuarman. And it did not go out, then ? 

Mr. Rarver. No, sir; it did not. 

Mr. Correr. And how long after that was the function transferred 
from your Division ¢ 

Mr. Hupriorr. I do not know whether that had anything to do 
with it, but the function was transferred on the 30th of June. 

Mr. Correr. This would be about 5 weeks or a month after that ¢ 

Mr. Hupriorr. That is correct. 

Senator Arken. Mr. Chairman, I have this memorandum in my 
hand. I would like to read the first sentence [reading | : 


Lately an increasing number of reports regarding conversions and suspected 
conversions of Commodity’s products while in store, of looseness in administering 
instructions, procedures, and contracts, and even instances of collusion on the 
part of some of our people with warehousemen, have been reaching this office 
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I will not read the rest of it. But apparently it was an interesting 
memorandum. 

Mr. Correr. Did Mr. Dean give you any reasons as to why it would 
not be sent out / 

Mr. Raeper. Mr. Cotter, I recall no specific reasons why it was 
not going out. I was given no specific reason. I inferred that they 
wanted to handle the matter in another way, and I think at that time 
Mr. Dean mentioned that they were going to have the commodity- 
office directors in Washington for a meeting on budget at some later 
date, and that the matter would be discussed with them at that time. 
I recall no specific reasons that were given me. 

Mr. Correr. Did you ever take up, Mr. Hudtloff, why it did not 
co out ¢ 

Mr. Hupriorr. No, sir; I did not. 

Mr. Correr. You did not pursue it ¢ 

Mr. Huvrvorr. I did not pursue it. 

Mr. Correr. Were there any other meetings or discussions with 
respect to any pertinent matter between then and the time that the 
warehousing functions were taken out of your Branch and put back 
nto Commodity ¢ 

Mr. Hupruorr. We, of course. were very much concerned, and so 
was Mr. Kruse’s office, about the whole situation, and at that time. 
following this letter, Mr. Kruse asked me to make a report to the 
vdvisory board, which I believe was on the 20th of June. It was on 
the 2ist of June 1951. At that time, I did male a report to the’ 
advisory board. I pointed out to them the various things that had 
been done in order to try to tighten up in connection with procedures 
and operating instructions, and pointed out to them that we had re 
vised the Uniform Grain Storage Agreement: that we had prepared 
and issued the Warehousemen’s Handbook, which was something that 
was entirely new; we had placed our interpretations under the Uni 
form Grain Storage Agreement on a national level, so that the in- 
terpretations would be uniform; we had made uniformity out of our 
seed agreements: that we had also consolidated all of the previous 
bean-storage agreements; that we had revised our rice-storage agree 
ment: that we had issued instructions to the commodity offices in con- 
nection with their responsibilities under warehouse approvals, which 
took place in July 1950, when that operation was decentralized. 

We also called to their attention new instructions that were issued 
n 1950, which covered warehouse examination and the approval of 
fresh and processed commodities and bulk oils. 

We also called their attention to a revised procedure which was 
issued in February 1951. 

Mr. Correr. Were you giving an account of your stewardship ¢ 

Mr. Huprvorr. No, sir. I was simply, at that time, trying to 
point out what had been done. 

Mr. Correr. Was the administration of this branch by you under 
fire at that time? 

Mr. Huprvorr. I think that everyone was under fire who had any- 
thing to do with warehousing. 

Senator Arken. Under fire by whom? Whose fire? 

Mr. Hupriorr. The newspapers were talking about these conver- 
sions. 


The CHatrMan. Reports, I guess. 
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Senator A1ken. I see; just general rumors, and so forth? 

Mr. Huprvorr. That is right. 

Senator Ture. In other words, the pressure was coming from th 
outside, and you commenced to check your whole procedure of op 
tion ? , 

Mr. Hupriorr. In an effort to tighten up. 

Senator Ture. To tighten up? 

Mr. Hupriorr. That is correct. 

Senator Tuye. But the pressure had come from the outside ? 

Mr. Hupriorr. No; I would not say that. 

Senator Ture. You referred to the newspaper reports. 

Mr. Hupriorr. No. First, Mr. Senator, 1 said that we were gett 
copies of the C. and I. investigation reports, and we were getting 
tices that these reports had been requested. At that time we centr 
ized our operations. But the material that I have just indicated to 
here is things that took place since 1949, things that we had attem) 
to put into operation to correct the whole warehousing program, « 
at least to tighten up on it. 

Mr. Correr. You say “attempted.” Had you put them in? 

Mr. Hupriorr. Yes, sir; we had. 

Mr. Correr. Had there been anything that you recommended 
had not been gone along with ¢ 

Mr. Hupriorr. No, sir. 

Mr. Correr. Were they satisfied with your report ‘ 

Mr. Hupriorr. They did not indicate that they were displeased 
with it. 

Mr. Correr. Who was your advisory committee ¢ 

Mr. Huprworr. Mr. Albert A. Mitchell, from New Mexico; Seymou 
E. Harris, professor of economics, Harvard, Mass. ; Elwood M. Brooks, 
president of the Central Bank & Trust Co., Colorado; Sterry R. Wate 
man, attorney from Vermont; and Erle Cocke, Sr., from Atlanta, Ga 

Mr. Correr. Do you know whether they had made any recon 
mendations with respect to the handling of the warehousing functio: 
which precipitated its transfer out of your branch ? 

Mr. Huprvorr. I do not, sir. 

Senator Arken. Do you know on what occasions the advisory com 
mittee meets ¢ 

Mr. Hupriorr. I believe that, in accordance with the bylaws that 
established the committee, they must meet not less frequently thai 
every 90 days. 

Senator Arken. Four times a year; is that correct ? 

Mr. Huprvworr. I believe that that is correct. 

Senator Arken. If they meet four times a year, they can hardly 
keep up with everything that is going on in all the branches. 

Mr. Correr. There is reference in there to collusion between the 
CCC people and the warehouses, Mr. Hudtloff. Do you know what 
that has reference to? 

Mr. Hupriorr. Yes, sir. That had reference to the two cases of 
Mr. Benit and Mr. Craven. 

Senator Aiken. What were the two names? 

Mr. Hupriorr. Benit and Craven. 

The Cuarrman. Will you give us details? 

Mr. Huprvorr. I am sure that they have been reported. Mr. Benit, 
as I recall the case, was receiving cash payments from the Fairfax 
Storage Co. 
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The CuHatrman. Oh, yes. 

Mr. Hupriorr. In the amount of, I belieye—— 

The Cuarrman. That was here in Virginia? 

Mr. Hupriorr. No; it was in Dallas. 

Mr. Correr. In Oklahoma. 

Mr. Huprvorr. In Oklahoma. 

Mr. Correr. $150 a month ? 

Mr. Houprworr. That had been going on for about § or 10 months. 
That case had been exposed at that time. 

Mr. Correr. And Craven was the one that received gratuities up in 
the northern area? 

Mr. Hupriorr. Up in Minnesota. 

The Cuatrman. Those are the two cases you had in mind when this 
memorandum was prepared ¢ 

Mr. Hupriorr. Yes, sir. 

Mr. Correr. Mr. Hudtloff. did you have in mind the Cowart case 
at all at that time? 

Mr. Huprworr. No, sir 

Mr. Correr. Are you familiar with the fact that you did have a 
warehouse in Baton Rouge called the Baton Rouge Warehouse ¢ 

Mr. Hupriorr. Yes, sir. 

Mr. Correr. Where you did store CCC commodities ? 

Mr. Hupriorr. T} rat is right. 

Mr. Correr. And that came under your jurisdiction generally, as 
head of the Warehousing Branch ? 

Mr. Hupriorr. We approved the warehouse. 

Mr. Correr. Was that a United States-approved warehouse, Mr. 
Yohe, at Baton Rouge ? 

Mr. Your. That was not licensed at the time, when it was first 
approved. 

Mr. Cotrer. At some time did it become a United States approved 
warehouse ? 

Mr. Your. It was licensed later on for cotton, for linters. Orig- 
inally they wanted approval to store cotton, and they found out they 
were up against a number of different things, so that they could not 
get cotton. One of the things was that they could not get storage 
and transit privilege at Baton Rouge. Another one was that they 
had an excessively high insurance rate. So, we never did approve the 
storage of cotton at that particular time. 

Then, in the meantime, they found out about certain meats that 
were being processed and stored in connection with this Mexican 
situation. 

Mr. Correr. I want to start from the beginning. If you did not 
come into it originally, Mr. Yohe, maybe Mr. Hudtloff can tell us. 

Can you fix the approximate time that Baton Rouge became inter- 
ested in storing CCC commodities? 

Mr. Huprvorr. It was in the fall of 1949. 

Mr. Correr. And, in connection with this storage, did Jack Cowart 
indicate an interest ? 

Mr. Huprvorr. I recall very definitely one noon I was out right 
under the arch between the two buildings from the South Building 
to the Administration Building. At that time, Mr. Cowart indicated 
to me that there was a group of veterans who were interested in getting 
a warehouse, and asked what they should do in order to get approv ed. 
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At that time, I told them that they would have to contact Mr. Biggs 
in New Orleans. 

Senator Arxen. Could we identify Mr. Cowart? I understand he 
was with the Department of Agriculture. But I do not know what 
his position was. 

Mr. Hupriorr. At that time, I believe that his position was Special] 
Assistant or Assistant to the Administrator. I am not quite sur 
about the title. 

Senator Arxken. Assistant to the Administrator ? 

Mr. Huprworr. Yes. 

The Cuarmman. Administrator of what? 

Mr. Hupriorr. Of Production and Marketing Administration. 

The CuarrmMan. Very well. 

Mr. Correr. And, in that position, would he in a sense be a superior 
to you! 

Mr. Hupriuorr. Yes, sir, he would. 

Mr. Correr. Will you go ahead? He mentioned about those vet 
erans—— 

Mr. Hupriorr. And they wanted to know about how they could get 
a warehouse approved. 

Mr. Correr. Did he tell you what the warehouse was? 

Mr. Hupruorr. No, sir: he did not. 

Mr. Correr. Was that all there was to that conversation ? 

Mr. Hupriorr. That is all there was to that conversation. 

Mr. Correr. What transpired following that? 

Mr. Hupriorr. The reason that I can fix the date is because I have 
—and I furnished your investigators with—copies of minutes that 
were taken of a meeting that was held down in New Orleans, and I 
believe the date was October 3d or 4th—— 

Mr. Correr. It was October 3d. 

Mr. Huptriorr. Mr. Chairman, with your permission, I would like 
to have those minutes incorporated into the record. 

Mr. Correr. I think we just went after them. 

(A document was handed to Mr. Hudtloff.) 

Mr. Hvupriorr. On approximately September 30, the Baton 
Rouge warehouse was discussed with Mr. Kruse and with Mr. Trigg. 
At that time, they told me that there was a group of veterans in Wash 
ington who were interested in securing approval of a warehouse 
down in Baton Rouge. Mr. Kruse directed that I attend a meeting 
that was set up for October 4 in Mr. Biggs’ office. 

Mr. Correr. In New Orleans? 

Mr. Hupriorr. In New Orleans. And my recollection is that Mr. 
Biggs was in the office when this instruction was given to me. 

Mr. Correr. Here in Washington ¢ 

Mr. Hupriuorr. Yes, sir. He was here on another matter. 

Mr. Correr. Did you proceed to that conference as scheduled ¢ 

Mr. Hupriorr. I did, sir. 

Mr. Correr. Did you have any talks with Cowart prior to going 
there? 

Mr. Huprworr. I do not recall that I did. As a matter of fact, | 
was surprised when I saw him there. 

Mr. Correr. Was Cowart at the conference in New Orleans? 

Mr. Hupriorr. He was, sir. 
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Mr. Correr. Did you know what his business was in New Orleans 


at that time? é ; 

Mr. Huprwrr. He had these four people with him. They came 
into Biggs’ office at that time. 

The Cuarmman. Do you know who they were ! 

Mr. Correr. Were these officials at Baton Rouge ‘ 

Mr. Hupriuorr. There was Tom Foster, Jack Motley, A. L. Pink 
ston, and Martin Weaver. ; 

The Cuairman. Were they all licensed from the corporation ¢ 

Mr. Huprvorr. I think most of them were from Texas. 

The Cuarrman. Center, Tex., was it not / 

Mr. Huprvorr. I think that is right. 

The Cuamman. The reason why I know about it is that I placed 
in the Congressional Record a statement from this warehousing con- 
cern that 1 now ask be placed in the record at this point, indicating 
the commodity that was warehoused and the price charged. 

(The document referred to is as follows :) 

Exuieit 77 
LATON ROUGE WAREHOUSE Co.., 
Baton Rouge, La., March 18, 1952. 

The property of the Baton Rouge Warehouse Co, is the former Baton Rouge 
Engineer Depot, Sharp Station, Baton Rouge, La. This property was declared 
surplus after World War II, and advertised for sale. It was sold first to a 
Baton Rouge concern, who later defaulted and returned the property to the 
Government. After several subsequent attempts by the Government to dispose 
of it, it was sold on bid to the present owners by General Services Administration 
The sale did not contain a recapture clause, and the Government has been paid 
in full for the property. 

The Baton Rouge Warehouse Co., Inc., stored only two Government agricul- 
tural commodities, i. e., Mexican canned meat and linters. 

The Baton Rouge Warehouse Co., Inc., rates for storage of Mexican canned 
meat were the lowest of any warehouse in the United States These rates were 
as follows: 

First 100 cars, 344 cents per 100 pounds per month 

Second 100 cars, 3 cents per 100 pounds per month. 

Balance, 24 cents per 100 pounds per month. 

This company stored a total of 133 carloads of Mexican canned meat for the 
Government and received a gross revenue on this item of $76,153.68. All services 
including switching cars, loading and unloading cars, stacking in warehouse, etc.. 
and all equipment used in connection with these operations were furnished 
by the company. 

Other warehouses received as high as 5 cents per 100 pounds per month 
for the storage of this same commodity. 

The only other agricultural commodity stored by this company was linters. 
The Baton Rouge Warehouse Co. rates for the storage of this item were also 
the lowest in the United States, and were as follows: 

Warehouse No, 3 (ground-level storage), 13 cents per bale per month 

Warehouse No. 2 (built up with fire walls), 20 cents per bale per month 

A total of 53,017 bales were stored by this company at 13 cents per bale, and 
a total of 16,706 bales were stored at 20 cents per bale. The total gross 
revenue received for the storage of this item was $116,956.63. 

The standard rate charged by other large warehousing concerns for the storage 
of linters was 33 cents per bale per month. It is estimated that the Government 
saved approximately $50,000 by storing these linters in the Baton Rouge 
warehouse, This warehouse qualified and operated under the United States 
Public Warehouse Act for the storage of linters. 

No grain or other agricultural commodity was stored for the Government by 
this concern. 

All Government commodities were shipped out of this warehouse without any 
shortages or claims of any nature. 
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Mr. Hupriorr. At the time that this meeting was held, I did 
not—— 

Mr. Correr. Were you surprised? Was it usual for Mr. Cowart 
to come out to these meetings of the inspection of a warehouse ? 

Mr. Hupriorr. No, sir. It was unusual for him to be there. 

Mr. Correr. What was your reaction ? 

Mr. Hupriorr. I wondered what he was doing there. 

Mr. Correr. Did you ever inquire? 

Mr. Hupriorr. No, sir; I did not. 

Mr. Correr. Did you ever discuss it with your superiors? 

Mr. Hupriorr. I did not arrange the meetings; so, I am sure that 
they must have known that he was there. As a matter of fact, when 
this meeting was over, I made a complete report to Mr. Kruse and to 
Mr. Trigg. 

Mr. Correr. Did he take part in these discussions that were had 
in connection with this working out of this lease, or approval ? 

Mr. Huptiorr. No, sir. 

Mr. Correr. Cowart did not take any part in these discussions ? 

Mr. Hupriwrr. If I could show you the minutes—I am sure that 
you have read the minutes—he did raise several questions. 

The CuatrMan. You say he raised several questions ? 

Mr. Hupriorr. Yes, sir. One thing that he raised a question about 
was the matter of insurance on cotton, and the record shows that 
he had discussed the matter of insurance, or the policy on insurance, 
with Mr. Kruse. 

Senator Arken. Just what were you supposed to be doing there? 
Were you directed by Mr. Kruse to go down there? 

Mr. Huptiorr. That is correct. I went down there to find out 
from them just what sort of proposition it was that they wanted to 
make to the Commodity Credit Corporation. 

Senator Atken. Was there an acute shortage of storage space at 
that time in that vicinity? 

Mr. Huptiorr. No, sir; there was not. 

Mr. Correr. Was it usual for you as the head of the Warehousing 
Branch to go out on a deal like this? 

Mr. Huprworr. No, sir; it was not usual. 

Mr. Correr. Was it usual for the head of the Warehousing Branch 
and the Assistant to the Administrator to be out on an approval of 
this kind? 

Mr. Huprwrr. As a matter of fact, it is the only time that I have 
ever been sent out into the field to look into any kind of warehousing 
proposition. 

Mr. Correr. What took place at the conference? I think you were 
going into that. 

Mr. Hupriorr. I did not know that these minutes had been pre- 
pared, and last fall, when the C. & I. investigation was being made 
within the Department in connection with Jack Cowart, I asked 
Mr. Biggs if minutes had ever been taken.of the meeting that we had 
in New Orleans in 1949 in connection with the Baton Rouge ware 
house. He said “yes”; that they had, and was surprised that I had 
not seen them. I asked him if he would not send me a copy. So, 
on November 13th, or the day before, he telephoned me—— 

Senator Arken. What year? 

Mr. Huprwrr. This was 1951. 
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Senator ArkEN. This was last fall? 

Mr. Huprworr. That is correct. 

Mr. Biggs telephoned Mr. Jones, who was in attendance at the 
meeting and who took those minutes and sent me a copy of them. 
So, it was 2 years after that I knew that these minutes were in exist- 
ence. I had not seen them for that period. 

Senator A1keNn. It was 2 years after that? 

Mr. Hupriorr. Before I knew the minutes were in existence. 

Senator Ture. When were the minutes taken? 

Mr. Hupriorr. The minutes were taken on October 4, 1949. 

Senator Arken. 1949 was a big year all around. 

Senator Ture. You did not know from 1949 until 1951 that the 
minutes had been taken ? 

Mr. Huprvorr. That is right. 

The Cuarrman. What is the significance of that? Would you tell 
? 

Mr. Hupriorr. The significance is that it clearly indicates that this 
was my first meeting with this particular group. It indicates also 
that Mr. Kruse sent me down there. 

The CHatrman. Evidently that was correct; was it not? 

Mr. Hupriorr. Yes, sir. 

The Cuarrman. Of what significance is it that you did not see them 
until 2 years later? Did you make any effort to obtain them? 

Mr. Hupriworr. No; I did not. In other words, there was no need 
for it. 

The Cuarkman. You do not attach any importance to it? 

Mr. Hupriorr. I do not; no, sir. 

Senator Arken. This was a group that was getting together to get 
a Government contract to acquire a warehouse, get a Government 
contract and make some money ? 

Mr. Hupriorr. That is right. 

Senator Arken. And you were sent down there to meet with them ? 

Mr. Hupriorr. I was sent down there to find out what kind of 
proposal they had to m: ake. 

The Cuamman. Will you tell us what the proposal was, and 
whether it was of interest to the Government, whatever was finally 
agreed to? : 

Mr. Hupriorr. At this particular meeting, we agreed to nothing. 
The proposal that they made was that they were interested in storing 
cotton for the Commodity Credit Corporation. They were not in- 
terested in handling loan cotton, because that had to be insured. 
They were interested in handling reconcentrated cotton, which at that 
time was not insured. And we explained to them that, as far as the 
crop for that year, most of the reconcentrated cotton had been dis- 
posed of, and that the chances were there would be little opportunity 
for them to get any cotton that year. 

Mr. Correr. They were not interested in loan cotton; it was too 
short aterm. Is that it? 

Mr. Huprvorr. That is right. And it also had to be insured. That 
was the real reason. And we also indicated to them that if they were 
going to store any cotton at all for the Corporation they would un- 
doubtedly have to handle loan cotton as well as reconcentrated cotton. 

The Cuamman. Nothing came about as a result of the meeting 
which you attended ¢ 
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Mr. Hupriorr. That is correct. 

Senator A1rkeNn. You reported back to Mr, Kruse ‘ 

Mr. Hupriorr. I came back the next day, and | reported to M; 
Kruse. And at that time, I was instructed to have an immediat 
examination made of this warehouse. 

Senator A1rken. What was the nature of your report to Mr. Kruse / 

Mr. Hupriorr. I reported to Mr. Kruse, who was in attendance 
the meeting, what their proposal was, that they were more interest: 
in storing reconcentrated cotton than they were in handling loa 
cotton, I also reminded him of our policy that reconcentrated cott: 
was insured, and it probably was for that reason that they wer 
anxious to get reconcentrated cotton. 

Senator Arxen. That is, if they were storing farmers’ cotton, . 
loan cotton, they would have to insure it / 

Mr. Hupriorr. That is correct. 

Senator Arxen. But if they were storing taxpayers’ cotton, the) 
would not have to insure it ? 

Mr. Huprworr. That is correct. 

Mr. Correr. I think that the record shows that Cowart called y: 
from Kansas City on September 30, 1949, with respect to this Bato 
Rouge deal, and he proceeded back to Washington ahead of you fro: 
New Orleans, and he again called you in New Orleans on Octobe: 
t+. Now, do you recall what those conversations were about‘ 

Mr. Huptruorr. No, sir, I do not. 

Mr. Correr. Was he importuning you to work out a deal so that 
these people could get a storage contract ¢ 

Mr. Hupriorr. Most of my work was done directly with Mr. Krus 
and Mr. Trige. in connection with this contract. 

Mr. Correr. I think that the record will reflect that you had thes 
conversations with Cowart. Iam asking you if you can recall then 

Mr. Hupriorr. I do not recall those conversations. 

Mr. Correr. Do you recall his attitude or the position which he took 
about getting storage contracts for this company ¢ 

Mr. Hupriorr. Yes. I knew that he had expressed an interest 
in it. 

Mr. Correr. Had he been very aggressive about it ? 

Mr. Hupriorr. Not as far as I was concerned. 

Mr. Correr. And these conversations you had with him, you cannot 
recall what they were about ? 

Mr. Hupriorr. No. sir. I do not. 

Mr. Correr. Do you have any doubt that they were not about th. 
Baton Rouge proposition ¢ 

Mr. Hupriorr. I just do not recall them. In other words, thes 
files were turned over to your investigators, and I have not seen thos« 
files since 1949, and I just do not recall those conversations. 

The Cuatrmman. At this meeting in New Orleans. had these vet 
erans from Texas already acquired this facility in Baton Rouge ‘ 

Mr. Huptriorr. They led me to believe that they had. However. 
a subsequent inspection made by Mr. Yohe’s inspectors revealed that 
they had an option which, as I recall, expired the 9th of October or 
the 10th of October. The inspection also indicated that they were 
incorporated on September 30 in the State of Louisiana, and that 
the articles of incorporation were approved on October 1: 11:30 the 
next morning. 
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Mr. Correr. So they were a new business, and had just purchased 
this facility ¢ 

Mr. Hupriorr. That is right. 

Mr. Correr. Mr. Yohe, did you receive instructions about this time 
to have an inspection made of the facility down there? 

Mr. Yonr. I did. 

Mr. Correr. Is that right? 

Mr. Your. That is right. I did. 

Mr. Correr. And where did you get your instructions from? 

Mr. Youre. Mr. Hudtloff. 

Mr. Correr. At that time, did you know that Mr. Cowart was 
interested in it? 

Mr. Your. No, I did not know him. 

Mr. Correr. And did you order the New Orleans office to make an 
inspection of it ¢ 

Mr. Your. Yes. 

Mr. Correr. Was that in connection with your work under the 
United States Warehousing Act? 

Mr. Your. No. 

Mr. Correr. Or was it your general Warehousing Division work ? 

Mr. Your. That was so-called processed, CCC commodity work. 

Mr. Correr. Commodity. And was the cotton a processed com 
modity, or didn’t you draw the line on that ? 

Mr. Youre. No. 

Mr. Correr. Was there an understanding that they would store 
processed commodities in there? 

Mr. Your. No. Processed commodities were not talked about at 
all. 

Mr. Correr. I just wondered how you would be brought into the 
picture, which you apparently were. 

Mr. Your. I was simply asked to make an inspection of the house. 

Mr. Correr. And did you get one made? Whom did you ask? Mr. 
Callahan ? 

Mr. Your. I asked our supervisor in New Orleans, Mr. Callahan; 
that is right. 

Mr. Correr. And did he make a report? 

Mr. Your. He made a report on October 8, 1949. 

Mr. Correr. And did you forward it to Mr. Hudtloff ? 

Mr. Your. Yes. The report went to Mr. Hudtloff. 

The CHarmman. What did your report indicate? 

Mr. Your. The report at that time indicated the report was sub- 
mitted on October 8—that the examiner could not find anybody when 
he went to Baton Rouge: he could not find anybody who knew any 
such company. He could not even find any warehouse. Finally 
he contacted—— 

The CHatmman. These people were from Center, Tex., as I re 
member. 

Mr. Yonr. That is right. They had nobody there at that particu- 
lar time, when they were asking for this examination: no organiza- 
tion. And finally, by a number of contacts with bankers, and one 
place and another, he found out where the warehouse was, and he 
found it then in the hands of a man who was representing the War 
Assets Administration. So they apparently at that time did not 
have the warehouse as yet. 
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Senator Arxen. What had it been used for before? How did 
War Assets have that? 

Mr. Your. It was an old Army engineer depot. 

Senator Arken. An Army depot? 

Mr. Your. Yes. 

Senator Arken. Did the Army use it for a warehouse? 

Mr. Your. Yes. 

The Cuarmman. I believe that when Senator Williams made his 
charge before the Senate—and I might place in the record at this 
point the statement by Senator Williams in regard to it—the War 
Assets had made several attempts to dispose of this facility, and 
it did succeed in disposing of it to some concern in New Orleans for 
approximately $400,000, and that concern did not comply with its 
agreement. As a matter of fact, they lost over $100,000 in the deal, 
and they could not handle the matter. So the facility reverted to 
the War Assets. The War Assets made several other attempts to 
dispose of the facility, and finally these men from Center, Tex., con 
tacted War Assets, and eventually a new corporation was organized, 
with these Center, Tex., men becoming the owners of the facility. 

All of that is in the Congressional Record, and I will ask that Sen- 
ator Williams’ statement be placed in the record at this point, just 
to complete the picture. 

(The statement of Senator Williams is as follows :) 


ExurpBit 78 
Baton Rovuce ENGINEER Depot, Baron RovaeE, LA. 


Mr. WrtitAms. Mr. President, the Baton Rouge Engineer Depot was built 
during the latter part of 1942 and the early part of 1943 at an over-all cost to 
the Government of $2,907,257.92. 

On September 22, 1949, this property was sold as surplus by the War Assets 
Administration at Dallas, Tex., to the Baton Rouge Warehouse Co., Ine., at 
Baton Rouge, La., for $41,000 down payment, with $164,000 more to be paid over 
a period of 10 years, or a total of $205,000. 

The officers of the Baton Rouge Warehouse Co. at that time were: Jack Mot 
ley, president; Martin Weaver, vice president; Tom E. Foster, vice president 
and Al Pinkston, secretary-treasurer. 

Two months after purchase of this property the Baton Rouge Warehouse 
Co., Inc., on November 21, 1949, arranged with the Commodity Credit Corporatio 
for these facilities to be partially utilized by that agency, and on December 9% 
1949, the first shipments were unloaded. 

Following the outbreak of the Korean war the Commodity Credit Corporation 
began withdrawing from these facilities, and on August 2, 1951, the last com 
modity was loaded out. 

During the intervening 20 months the Commodity Credit Corporation paid to 
this group storage charges amounting to $193,571.48. 

On June 26, 1951, the United States Air Force, through its agent, the Machine 
Products Co., Inc., leased approximately two-thirds of this property at a rental of 
$219,816 per annum. 

On July 16, 1951, condemnation proceedings were instituted by the Depart 
ment of Justice at the request of the Secretary of the Army whereby the Gov- 
ernment sought to acquire a leasehold in the depot property. In these proceed- 
ings the issue of rental valuation was not determined. 

On September 28, 1951, upon the recommendation of the Department of the 
Army, there was included in Public Law 155 of the EBighty-second Congress, an 
authorization of $2,500,000 for the repurchase and restoration of this depot 
on the basis that the Army has now determined that it will need this property 
for a minimum of 10 years and that it would be more economically sound to 
repurchase the property rather than to pay over $2,000,000 in rentals for a 10- 
year period. 
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In its belated concern for the taxpayers the Department of the Army, when 
testifying for the $2,500,000 authorization, did promise that they would at- 
tempt to repurchase the property for $1,000,000. 

Mr. President, I ask unanimous consent to have printed in the Record as a 
part of my remarks a letter dated February 26, 1952, addressed to me by Mr. 
Jess Larson, of the General Services Administration, outlining the procedure 
which has been followed by the Department in this transaction. 

There being no objection, the letter was ordered to be printed in the Record, 
as follows: 

GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., February 26, 1952. 
Hon. JoHN J. WILLIAMS, 
United States Senate, Washington, D. C. 

Dear SENATOR WILLIAMS: Reference is made to your letter dated January 29, 
1952, requesting a detailed development of the history of the handling of the 
Baton Rouge Engineering Depot, Baton Rouge, La., by the General Services 
Administration. 

A survey of records which entailed a lengthy examination of files both in the 
central office and the field has now been completed. The information developed 
is set forth immediately below. 

1. Description: The industrial portion of the original facility contained 530.5 
acres of fee-owned land and 185.5 acres of perpetual easements. This property 
was comprised of approximately 70 buildings and structures, of which were 6 
major buildings containing about 780,000 square feet. The related personalty 
of this facility consisted of a Diesel locomotive, Ford fire truck, and miscellane- 
ous handling equipment. The facility also contained 103.59 acres of land which 
was classified as agricultural land. 

2. Sales price: The industrial portion of the facility, along with the person- 
alty, was originally sold by the War Assets Administration on August 19, 1948, 
to Steinburg Hide & Fur Co., Baton Rouge, La., for $440,385. The purchaser 
defaulted and the facility was returned to the custody of War Assets Adminis- 
tration on May 16, 1949. 

3. Transfer of property: The 103.59 acres of agricultural land was assigned to 
the Farm Credit Administration on June 14, 1946, for disposal, and the files 
indicate that this portion of land was disposed of by the Farm Credit Adminis- 
tration through the Federal Land Bank of New Orleans, La. 

4. Readvertisement and sale: The facility was readvertised for sealed bids 
to be received until July 11, 1949, from qualified priority holders, and until 
July 25, 1949, from all others. One bid was submitted by Seidenbach & Diefen- 
thal, New Orleans, La., in the sum of $107,111. It was rejected as insufficient. 
The facility was then advertised for negotiated sale. Jack Motley and Associates, 
Center, Tex., later known as the Baton Rouge Warehouse Co., Inc., submitted 
an offer of $205,000. Two other offers were submitted, one by Seidenbach & 
Diefenthal in the amount of $125,000 and the other by Rudy Prins Co., Dallas. 
Tex. The latter did not make an offer to purchase but proposed to lease the 
property for a period of 2 years at $2,250 a month subject to the acceptance of 
an option to purchase at the end of 2 years for the sum of $225,000. The regional 
office of the War Assets Administration concluded that it was to the advantage 
of the Government to accept the offer of the Baton Rouge Warehouse Co., Inc., 
because of deterioration of buildings and increasing maintenance costs. 

The regional director of War Assets Administration advised Jack Motley on 
September 23, 1949, that his offer of $205,000 had been accepted, subject to certain 
terms and conditions, including manner of payments, clearance by the Depart- 
ment of Justice, and right of entry and assumption of custody of the facility 
as of 12:01 a. m. on October 1, 1949. An amendment was made to the offer of 
acceptance changing the date of assumption of custody of the facility to Octo- 
ber 22, 1949, which amendment was accepted by Jack Motley, president, Baton 
Rouge Warehouse Co., Inc. 

5. Rentals: At the time the War Assets Administration disposed of the facility 
rentals were being received in the sum of $1,264 per month from private enter- 
prise. There was also a charge of $3 per railroad car for switching which 
amount was not converted to the Government but rather to the railroad 
companies. 

6. Representative of the Government: The sale of this facility was conducted 
by Karl E. Wallace, regional director, War Assets Administration, who now 
holds the position of regional director, General Services Administration, 
Dallas, Tex. 





1612 STORAGE AND PROCESSING ACTIVITIES OF CCC 


7. Purpose of construction of facility: The files reflect that the facility was 
declared surplus by the Corps of Engineers on June 5, 1947, and that its prior 
use had been an engineering depot and backup storage center for the New Orlea; 
Port of Embarkation. 

8. Leasing or repurchase of the facility by the Government: Our records reflec: 
no information relating to any current interest of the Department of the Army, 
in this site 

%. Storage of Commodity Credit 
administration do not reflect any arrangements for ' 
Commodity Credit Corporation during the period that GSA, or its predecesso 
War Assets Administration, had custody of this property. 

It is suggested that you may wish to get in touch with the Commodity Cred 
report concerning any storage contracts which may hav 


Corporation commodities: Records of th 
storage contracts for thy 


Corporation for a 

been executed at this site 
Sincerely yours, 

JESS LARSON 

Mr. Correr. When you made your request, did Cowart and Foster, 
of the Baton Rouge Warehouse Co., show up here in Washingt: 
right immediately after the inspection report was made ¢ 

Mr. Your. I cannot answer about Cowart. I did not see hi 
Foster came along here. lam not sure that Foster was in to see m 
before or not. 

The Cuamman. Will you sdentify Foster ¢ 

Mr. Hupriorr. Tom Foster is the name that is given. 

Mr. Correr. Was he one of the most active members of the firm ? 

Mr. Huptiorr. Yes. He was the most active. 

The Cuatrrman. Where was he from ? 

Mr. Correr. They are all from Center, Tex. 

The CuHatrMan. You mean, the most active firm ? 

Mr. Hupriorr. No. He was the most active individual in the firn 

The CHarrMan. I see. You mean, the firm that was being orga 
ized to acquire this property uy 

Mr. Hupriorr. That is right. 

The CHarrMan. I see. 

Mr. Correr. Did you have any meetings with Foster with respe 
to the approval, or giving him a lease, or discussing what else he 
might store there / 

Mr. Huprworr. I do not recall that I did, Mr. Cotter. 

Mr. Correr. Do you, Mr. Yohe? 

Mr. Your. No. He dropped around sometime after, and I 

Mr. Correr. Wasn't it shortly thereafter that he made a propositio1 
to store Mexican canned meat ¢ 

Mr. Your. That is right. They could not get the cotton. 

Mr. Correr. They could not get cotton / 

Mr. Your. First, because they could not get a concentration priv 
lege at Baton Rouge, and second, their insurance rate was too high, 
and they did not want to take loan cotton, and by that time I think 
that all the cotton that would be reconcentraed had been reconcen 
trated. 

Mr. Huprworr. That is right. 

Mr. Yonrr. So at that time, they began to talk about something else. 
and this Mexican meat was under fire. 

Mr. Correr. Mr. Hudtloff, the record shows that on November 1. 
1949, Foster called you from Center, Tex., concerning the firm’s 
financial statement, warehouse, sprinkler system, equipment for stot 
ing cotton, and that you indicated that a contract could be negotiated 
within a week or 10 days? 
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Mr. Huptiorr. I believe I remember that conversation, Mr. Cotter. 
We were still incomplete insofar as our financial statements were con 
cerned. They had not put in their weighing facilities. They did not 
have any truck lifts. They did not have any of that material. That 
all ultimately came through in accordance with the inspector's report. 

Is that right, Mr. Yohe? 

Mr. Your. That is right. 

The (CHAIRMAN. In all of your dealings with these people, did they 
ask for any specific privileges ? 

Mr. Hupriorr. No, sir, they were not. 

The CHainman. They were simply seeking Government business, 
with the assistance of Mr. Cowart, who was connected with the PMA: 
is that right ? 

Mr. Hupriorr. That is correct, Senator. 

The CHarrMan. I see. 

Mr. Huprvorr. As a matter of fact, they made a proposition to store 
cotton for 2214 cents a bale. 

The CHairmman. That was much cheaper I believe 

Mr. Huprvorr. Which was 14 cents a bale under the price which 
we were paying throughout the country. 

The Cuatrman. The statement that I have already asked to be put 
in the record shows that the Government on the storing of the canned 
meat, and I think cotton linters—— 

Mr. Huprvorr. That is correct. 

The CHAIRMAN. Saved over $50,000 in the transaction, because the 
rates charged were less than could be obtained in any other part of 
the country. 

Mr. Hupriorr. | am sure that is correct. 

The CHarrmMan, As to the transaction that took place with respect 
to the storage of the canned meat and the linters, you say that no 
special privileges were given to them, but that the charges that were 
finally agreed upon were cheaper than those of any other facility 
in that area? 

Mr. Huptiorr. That is right. 

I would like to point out just one thing, Senator. The only re- 
sponsibility that we had in this was the approval of the warehouse. 

The CHarmman. Yes. 

Mr. Hupriorr. The contracts that were negotiated with respect to 
the storage of the canned meat and the linters were negotiated in 
Dallas. We had nothing to do with the negotiation of those contracts. 

The Cuarrman. You do know, though, that the rates charged were 
cheaper than those of other people in a like business? In fact, as J 
remember, the statements are that there are no other facilities in the 
South that gave as cheap a rate as the Baton Rouge facility did. 

Mr. Hupriorr. Those are the facts that were related to me, and I 
am sure that they are correct. 

Mr. Correr. Mr. Yohe, did you ever go out and inspect this facility ? 

Mr. Your. I never saw it. , 

Mr. Correr. Did you ever, ina telephone conversation with Mr. 
Hudtloff, indicate that Cowart was putting pressure on, in connection 
with these storage facilities? 

Mr. Your. Not in connection with getting the thing approved. | 
have no recollection of that. He wanted certain information which 
I did not think he was entitled to. 
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Mr. Correr. I think that the record reflects a telephone conve: 
sation from you to Hudtloff concerning storage facilities at Bato 
Rouge on November 9, 1949. That is only about a month after th 
first conference. In that phone conversation you mentioned a te}; 
phone call from Dallas in which Cowart was trying to put us on t! 
spot. 

What did you mean by that? 

Mr. Your. I do not remember the conversation at all, but if I h 
any such thing as that, what I meant was that he was trying to for 
approval. 

Mr. Correr. Do you recall generally that Cowart was in Dal! 
some of that time, and was conferring regularly with the Dall 
people in connection with both the—— 

Mr. Your. I heard he was down there. 

Mr. Hupriorr. Yes. We knew that. We knew that he was dow 
there. 

Mr. Correr. And did you have conversations with Latham W]) 
then the commodity director, or director of that office, in which W) 
reported to you that he was talking to the subordinates and putt 
pressure on them to fill up the warehouse ¢ 

Mr. Hupriorr. My first recollection of a telephone call with Whi 
in connection with Baton Rouge was after the warehouse had bee) 
approved. The warehouse was finally approved, on November 
and, as I recall, it was approved subject to these three conditions 
One was that they be adequately staffed with warehousemen why 
were capable of carrying on business; No. 2 was that the facility b: 
equipped with sprinklers; and No. 3 was that it was recommended 
that the bond be not less than 30 percent. 

Mr. Yonr. And that they have the necessary handling equipme: 

Mr. Hupvriorr. And that they have the necessary handling equi) 
ment. 

The Cuarrman. Thirty percent of what? Of the value? 

Mr. Hupriorr. Of the value of the commodities to be stored 
Those were the conditions under which we approved the house. 

Mr. Correr. Do you recall a conversation between you and Mr. 
White on November 11, 1949, or rather November 9, 1949, whi 
lasted for 31 minutes, and the discussion regarded Baton Rouge, a 
warehouse for meat? White said he would give them business if 
rates were lowered, and mentioned that “the man had been ther 
most of the week and had done ‘a lot of talking below me.” Whom 
did he refer to by “the man?” 

Mr. Hupriorr. I presume he was referring to Mr. Cowart. 

Mr. Correr. You do not have any doubt about it, do you? 

Mr. Hupriorr. I do not remember that. If you are reading from 
the record, I presume that is correct. I do not have any doubt bu 
what when he said “the man,” that is Cowart. 

Mr. Correr. Now, there was a contract for canned meats made and 
also a contract for cotton linters; is that not correct? 

Mr. Huprvorr. Those contracts, as | understand—there were some 
contracts—they were made by the Dallas office. 

Mr. Correr. As far as you know, that was all regular, in the actua! 
warehousing, and so forth? 

Mr. Hupriorr. I have no reason to believe that they were not 
regular. 
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The Cuarrman. Again, referring to this report, the report showed 
that the goods were kept there for a given period, and that the Gov- 
ernment received every article that was warehoused there, and there 
was no loss sustained of any kind. 

Mr. Huprvorr. That is correct, Senator. In other words, that was 
an excellent facility; there is no question about it. And the people 
who operated it—I am sure Mr. Yohe will concur in this—did an 
excellent job of warehousing. All of his reports show that. 

The Cuarmman. My connection with it, since I have mentioned it, 
was this: that, after Senator Williams made this charge about the 
Baton Rouge warehouse, the attorney for the concern called at my 
office with this report showing that evidently Senator Williams was 
misinformed, and he asked me whether or not I would not kindly put 
this report in the record, and I did. Subsequently, there was another 
short report sent to me by this attorney showing that in a 2-year 
period, as I recall, this warehouse had stored during that period not 
only the cotton linters and the Mexican meat but many other com- 
modities, and that for the period of 20 months, as I remember, the 
total profit on the storage was $28,000. That I have also put in the 
record. 

Mr. Hupriorr. Yes, sir. 

Mr. Correr. Mr. Hudtloff, or Mr. Yohe, did there come a time when 
Cowart became very interested in obtaining certain transit privileges 
for this warehouse that they had not been able to obtain? Do you 
recall that ? 

Mr. Youre. No. 

Mr. Hupriorr. Yes. I think that they tried to get the transit 
privileges first. 

The Cuamman. Now, what do you mean by that, for the record. 
“transit privileges”? 

Mr. Huprvorr. In other words, that you can store a commodity, 
hold it in storage, and get the full through rate on it, in a rail move- 
ment. 

The Cuarman. That was nothing unusual; was it? 

Mr. Hupriorr. No, sir. 

Mr. Correr. I do not think that there was anything unusual about 
this storage in itself, The unusual part that I am trying to bring 
out 1s Cowart’s interest in it, and Mr. Bolling’s. Is he in your Divi- 
sion ¢ 

Mr. Hupriorr. Yes, sir, he is. 

Mr. Correr. And are you familiar with the fact that he was work- 
ing on this, at Mr. Cowart’s request, and was furnishing Mr. Cowart 
reports of his progress ? 

Mr. Hupriorr. I did not know it until it was completed. 

Mr. Correr. Who is Mr. Soleau? Is he also in your Division? 

Mr. Hupriorr. Yes, sir: he is. 

Mr. Correr. There is apparently a record of a call on February 7, 
1950, from Soleau to you in Chicago. Apparently you were in Chi- 
cago at a conference that was also attended by White, and so forth. 
Is that right? 

Mr. Hupriorr. Yes, sir. 

Mr. Correr. And Mr. Soleau referred to a wire to Dallas dated 
November 14, 1949, mentioning “4,000,000 pounds already stored in a 
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warehouse, and more on the way.” He indicated the sprinkler 1 

quirements might be relaxed [reading] : 

since canned meat not too inflammable and facility had other fire-fighting 
equipment Hudtloff stated, “You remember this is hot politically. We mus 
bend to meet the situation.” 


What did you mean by that? 

Mr. Huprivorr. At that time, the question that was discussed was 
this: We approved the facility subject to the installation of a sprinkler 
system, and Mr. Foster assured Mr. Yohe that that sprinkler system 
was going to be put into effect. They began with the sprinkler system. 
They put in the first compartment, and I believe they put in the 
second compartment. 

Mr. Correr. I am not so much interested in the sprinkler system 
as Iam when you said that this is “hot politically.” 

Mr. Huprvorr. What I meant at that time was that there were a lot 
of people who had their fingers in this particular 

Mr. Correr. Cowart was being very aggressive about this and wa 
telling you he had a lot of political pressure in back of him; is that 


not so?é 


Mr. Huprworr. I think that is right. 

Mr. Correr. How are you people able to live with that? Weren't 
you conscious of the fact that Cowart was a high official in Agricul 
ture, and had no business in inordinate pushing of one particula 
firm? Didn't you report to anybody ? 

Mr. Hupriorr. I was reporting constantly on this particular project 
to Mr. Kruse and Mr. Trigg. goth of them knew fully about the 
facts. 

Mr. Correr. Did they ever investigate to see if he had any interest 
in this company ? 

Mr. Hupriorr. I do not believe they did. To my knowledge, they 
did not. 

Mr. Correr. It was my recollection that that investigation was 
made at some point. 

Mr. Hvupriwrr. I think sometime after this an investigation was 
made. 

Mr. Correr. Wasn't there an investigation made later in 1950, or 
don’t you know? 

Mr. Huprvorr. I think it was in 1951. At least, I was interviewed 
by, I think, it was a Mr. Willcox, and the C. & 1. investigation people, 
questioning me about the very same things that you have been talking 
about. 

Mr. Correr. That has been recently? That was last fall? 

Mr. Huprivorr. That is right: this last fall. 

Mr. Correr. But you were not queried about it a year prior to that 
time. in October 1950? 

Mr. Huprworr. I did not know if there was such a thing. 

Mr. Correr. Did you ever ask Mr. Cowart if he had any interest i: 
this company ? 

Mr. Hupriorr. No, sir: I did not. 

Mr. Correr. Did you ever have any more conferences in Bator 
Rouge or any place else with Cowart in connection with these matters ¢ 

Mr. HvuptTLorr. | did not, 

Mr. Correr. Didn't Cowart come to you and request financial data 
on this group? He wanted to know how they were doing‘ 
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Mr. Youre. He received a financial statement. 

Mr. Correr. Did you get it for him ¢ 

Mr. Your. That is right; only after he represented that he was 
sent by Mr. Trigg. 

Mr. Correr. Did you ever check to see if he had been sent by Mr. 


Trigg ¢ 

Mr. Your. I raised a question about it, and they said, “He is oper 
ating directly out of Mr. Trigg’s office; so, no doubt he sent him.” 

Mr. Correr. Pardon me? 

Mr. Your. I said, I raised a question about it, and I was told that 
Mr. Cowart operates directly out of Mr. Trigg’s office, and no doubt 
he was sending for them. I told Cowart that I could not quite see 
what Mr. Trigg wanted with this information, since he never asked 
for any other cases. I had no idea of what he was after. 

Mr. Correr. When was this? 

Mr. Your. This was some time after they had been approved. 
know that. Not before. 

Mr. Correr. After they had been operating, and after they had 
some money, and so forth / 

Mr. Your. That is right. 

Mr. Correr. And did it indicate to you at that time that he might 
have had an interest in it / 

Mr. Your. No. He never gave me the slightest inkling. It was 
always “for Mr. Trigg: Mr. Trigg wanted to know about this.” 

The Cuatrman. That is what he represented to you ¢ 

Mr. Your. That is right. Mr. Trigg told him, “I want you to 
follow this outfit and keep me informed at least once a month on 
it.” and he was submitting financial statements about once a month. 
and he wanted to see those statements. 

The CHarrmMan. Did you ever consult with Mr. Trigg to find out 
whether or not Mr. Cowart was speaking for Mr. Trigg ¢ 

Mr. Your. I did not: no. I mentioned it to Mr. Hudtloff, and nis 
recollection is that he said, “Well, he is coming out of Mr. Trige’s 
office, and no doubt he has instructions.” 

Later on, I suggested to the Compliance men, “Have you ever asked 
Mr. Trigg about this, whether he really did send this fellow down /” 

He said, “No, but I am going to.” 

He told me later on that he had asked him. and Mr. Trige said he 
did not know anything about it. 

The Cuamman. He did not know anything about it ? 

Mr. Your. Right. He said. if he wanted that, he would have 
called me direct. 

The CuarrmMan. Mr. Cowart turned out to be a bad ege: was that 
not it ¢ 

Mr. Your. I would think so. 

The CuatrmMan. He has been indicted, as I understand it. in Vir 
gniia, and is about to be sentenced ? 

Mr. Your. Yes. 

The CuatrmMan. He is just a common, ordinary crook ? 

Mr. Your. I did not have a very keen reaction to him when he 
came there. And that is the reason that I raised the question. 

The CuairmMan. Why you were not able to detect him before is 
something that I cannot understand. 
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Senator Tuyr. Mr. Chairman, how did he get into the employme 
of the Department ? ; 

The Cuarrman. I do not know. 

Senator Tuyr. How long had he been employed in the Departmen: 

Mr. Correr. I think that the record shows that he has been there 
since about 1942, off and on. I think he was out for one period. But 
we were told that he was in a very high position at that time in th, 
Department. 

Senator Ture. Is it not possible to learn the facts concerning how 
he could get into the Department, whose support he had, and recom 
mendations ? 

The CHarrman. I suppose, Senator, he got in like thousands of 
others. 

Senator Arken. I am afraid so. 

Mr. Correr. Mr. Bellino, would you take the stand ? 

The CuHatrman. Do you solemnly swear to tell the truth, the whole 
truth and nothing but the truth, so help you God ? 

Mr. Beturno. I do. 


TESTIMONY OF CARMINE BELLINO, CERTIFIED PUBLIC 
ACCOUNTANT, WASHINGTON, D. C. 


Mr. Correr. Mr. Bellino, you are in the employ of the Senate Agr 
culture Committee in connection with investigations on this case? 

Mr. Beturno. Iam a certified public accountant, and I am employed 
on a specific phase of this investigation. 

Mr. Correr. And have you examined certain bank records relating 
to the accounts of Cowart ? 

Mr. Betzrno. Yes, sir. 

Mr. Correr. And how long have you been working on this, off 
and on ? 

Mr. Betirno. Since about March 15th of this year. 

The CHarrman. That was quite a while before Senator Williams 
made his statement before the Senate; was it not ? 

Mr. Betiino. I do not know which statement you are referring t 

The CHatrMan. He made a statement 3 or 4 days ago, I think. 

Mr. Correr. Mr. Bellino, with respect to your examination of these 
accounts of Mr. Cowart’s, did you find certain checks which related 
to the transactions that we have just been taking evidence about ? 

Mr. Betiino. Yes, sir. 

Mr. Correr. On what bank? 

Mr. Bevurno. The first check which went into Jack Cowart’s bank 
account at the Lakewood State Bank in Dallas, Tex., that related to 
the Baton Rouge transaction was a check dated January 12, 1951, 
signed by Jack Motley, drawn on a former State bank of Center, Tex., 
and payable to Mrs. Z. van Winkle, in the amount of $17,500. 

Mr. Correr. Who is Jack Motley ? 

Mr. Betiino. Jack Motley is one of the officers of the Baton Rouge 
Warehouse Co. 

The check was endorsed “Mrs. Z. van Winkle” and marked “For 


deposit, Jack Cowart, in the Lakewood State Bank at Dallas, Tex.” 


The Cuarmman. Who is Mrs. van Winkle? 
Mr. Beuutno. I understand that Mrs. van Winkle is Jack Cowart’s 


mother-in-law. 
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Mr. Correr. From your examination of records and other investiga- 
tions, have you been able to determine what were the circumstances 
surrounding or leading up to the receipt of that check by Cowart? 

Mr. Betxirno. I understand that when the Baton Rouge Warehouse 
Co. was organized Jack Cowart received 163 shares of stock. How- 
ever, in view of the fact that he was an employee of the Government, 
I understand that he requested that the stock be placed in the name of 
his mother-in-law, Mrs. Z. van Winkle. One hundred and sixty-three 
shares of stock were valued at $25 a share, and Jack Cowart gave his 
note, or Mrs. van Winkle’s note, for $4,075. 

Mr. Correr. Then did there come a time when he sold the stock 
back, or settled up with them ? 

Mr. Betiino. Subsequently, during the course of an investigation 
of another employee of the Dallas office, information was received 
that Jack Cowart had an interest, was a silent partner, in the Baton 
Rouge Warehouse. He was questioned by the Department of Agri- 
culture officials, and Cowart denied having any interest in his name 
or his wife’s name or his son’s name, I think, or his daughter’s. 

The CHatrman. He had to entrust that to his mother-in-law ? 

Mr. Betxrno. Yes, sir. 

The CHatrmMan. Was that unusual? 

Mr. Beiirno. I would think it would be; yes, sir. 

Mr. Correr. Were any of the officials of the Baton Rouge Ware- 
house interrogated by the C. & I. at that time to determine whether 
Cowart had any interest in it? 

Mr. Bevurno. I understand that they were likewise interrogated 
and they denied that Cowart had any interest in the corporation. 
And I believe it was shortly after such inquiry that—— 

Mr. Correr. Can you fix the approximate date ? 

Mr. Betiino. About August 1950, when the inquiry was made, and 
about. November 1950, the corporation allegedly made a call for more 
funds on behalf of the stockholders, which they found Jack Cowart 
was not able to meet: and, therefore, arrangements were made to 
purchase the stock in the name of Mrs. van Winkle by Jack Motley, 
and that $17,500 was a part of the payment of the 163 shares of stock. 

Mr. Correr. Now, what did you find out that Cowart originally 
paid for this stock ? 

Mr. Bexirno. Originally Cowart gave nothing. He gave his note, 
but the note was canceled, and he paid nothing for it. 

Mr. Corrrer. He gave the note. Was the note in his name or the 
name of his mother-in-law ? 

Mr. Beturno. I believe it was in the name of his mother-in-law. 

Mr. Correr. And nothing was ever paid on that note/ 

Mr. Betirno. It was canceled at the time of the payment of the 
$17,500 to Mrs. van Winkle. 

Mr. Correr. What was the total consideration for his sale of this 
stock back to an officer of the company ? 

Mr. Beturno. The total consideration was $22,300. However, there 
had been deposited in his bank account a total of $20,300 at the time 
of our examination of his bank account. 

The Cuarrman. Did you find out whether or not the stock had in 
the meantime increased in value? 
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Mr. Betirno. No, sir. We did not get access to the company’s 
books to determine what profits, if any, they may have made resulting 
in an increase in value of the stock. 

The Cuarrman. But your investigation was sufficiently made t 
determine that he had paid nothing for that stock except the note 
that had been given, and that, you say, was canceled, and evidently 
not paid by him? : 

Mr. Betzino. That is from information which has come to us: 
yes, sir. 

The CuArman. Thank you. 

Mr. Correr. Now, you say the total consideration was $22,300 ? 

Mr. BeLiino. $22,300. 

Mr. Correr. And the $17,500 was paid at that time ¢ 

Mr. Bewurno. Yes, sir. 

Mr. Correr. Was there some arrangement to pay the balance ? 

Mr. Beturno. Yes, sir. Arrangements were made to pay the balance 
over a period of 12 months at the rate of $400 a month. I understand 
that Jack Cowart felt that he needed some legal protection in some 
way, and he arranged for the checks payable to his mother-in-law, 
instead of being paid to his mother-in-law, to be paid to one Alex 
Campbell. 

Mr. Correr. Alex Campbell of where ? 

Mr. Bevitino. Of Fort Wayne, Ind. 

Mr. Correr. And were there such checks paid to Alex Campbell, 
of Fort Wayne? 

Mr. Betuino. Yes,sir. The first check was dated February 28, 1951, 
payable to Alex Campbell, in the amount of $800, with the notation, 
“retainer fee for months of January and February 1951.” That 
check was endorsed, “Alex Campbell, agent,” and deposited in the 
account of Jack Cowart at the Lakewood State Bank. 

The next check was— 

The Cuainman. Do you know why he substituted his mother-in-law 
for this fellow / 

Mr. Bettrno. No. He substituted this attorney for his mother 
in-law. 

The Cuarrman. I say, this fellow; I am talking about this attorney 

Mr. Betirno. He was afraid that the company officials might not 
pay the balance as agreed. I understand that he felt that the surest 
Will of vetting protection was to have the company pay a lawyel 
direct, and then they would not try to get away with any lesser 
payment. 

Mr. Correr. From the check, it appears that Campbell did not re 
ceive any part of the payment ¢ 

Mr. Betuino. That is correct. 

Mr. Correr. But it does have on the face that it was for legal fees, 
ostensibly for Campbell ¢ 

Mr. Betirno. “Retainer fee for months of January and February 
1951. which would indicate that it might be a legal fee payable to 
Alex Campbell. 

The next check was dated April 18, D1, likewise payable to Al X 
Campbell, in the amount of 3400, with a notation, “March 1951 re 
tainer fee.” 

The Cuatrman. Was Alex Campbell a lawyer? 
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Mr. Beiirno. Alex Campbell is the former Assistant Attorney 
General in Charge of the Criminal Division, who is now practicing 
law at Fort Wayne, Ind. 

The CuatrrmMan. Criminal Division of what? 

Mr. Betirno. Of the Department of Justice. 

Senator Tuyr. The United States Government ? 

Mr. Betuino. Yes, sir. 

Senator A1kEN. Was he a friend of Cowart’s? 

Mr. Bexturno. I understand that they have been very friendly for 
years, and Mr. Campbell knows Mrs. Van Winkle very well. 

Senator AIKEN. I see. 

Mr. Correr. I think for the record it should be noted at this point 
that we have talked to Mr. Campbell, and have offered him an oppor- 
tunity to come down here if he so desired, to make a statement. He 
had been on trial this week. 

Senator AIKEN Campbell ? 

The CuarrmMan. Campbell ? 

Mr. Correr. He has a trial. [Laughter.] 

The Cuatrrman. It might have been well understood. 

Mr. Correr. He may want to come down to make a statement, or 
submit a written statement, and I think that it should be stated that 
he claims that he was used in this situation. 

Senator Aiken. He certainly was. But was he knowingly used, 
and was he willingly used? That is the question we should ask. 

Mr. Corrrer. I think the statement might be forthcoming. 

Senator A1kEN. It is not too important from our point of view. 

The CnairmMan. We might turn that over to the Justice Department. 

Mr. Corrrer. That is right. 

Mr. Betxiino. The next check was dated May 8, 1951, payable to 
Alex Campbell, in the amount of $400, “retainer for April.” That 
was endorsed, “Alex Campbell, agent, for deposit, Jack Cowart, 
Lakewood State Bank.” 

On June 20, 1951, a check payable to Alex Campbell for $400, re- 
tainer for May. That was endorsed, “Alex Campbell, agent, for de- 
posit, Jack Cowart.” 

July 10, 1951, check payable to Alex Campbell in the amout of $400, 
without any explanation, endorsed, “Alex Campbell, for deposit, 
Jack Cowart.” 

And the last check, on July 30, 1951, payable to Alex Campbell, 
S400, no explanation, endorsed, “Alex Campbell, attorney and agent, 
for deposit, Jack Cowart ts 

Mr. Correr. Did you make a further analysis of the bank account 
of Cowart ? 

Mr. Betiino. Yes, sir. The bank account of Jack Cowart main- 
tained at the Lakewood State Bank was analyzed for the years 1949, 
1950, and 1951. It showed total deposits of $54,633.64, of which 
415,861.01 represented Government checks of either salary or expense 
checks. 

The Cuatrrman. What period of time was that ? 

Mr. Beturno. That is 3 years, the years 1949, 1950, and 1951. 

There are a total of $34,345.93 of other checks deposited in his bank 
account, of which some $20,300 has been explained by these checks 


from Baton Rouge. 
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Mr. Correr. Now, are there some items that you questioned, 
addition to these checks from Baton Rouge? 

Mr. Betirno. In addition to these checks, there appear to be som 
financial transactions between Jack Cowart and one Von E. Living 
ston, who was a law partner of Alex Campbell at Fort Wayne, Ind. 
who represents the Kennett-Murray Co., a group of livestock brokers: 
similarly, one Robert J. Colina, a managing partner of the Kennett 
Murray Co., had a financial transaction which went through the a 
count of Jack Cowart at the Lakewood State Bank. 

Mr. Correr. Are there any others? 

Mr. Betxirno. In addition, there are financial transactions with on 
J. Kenneth Edlin. 

Mr. Correr. When you say “financial transactions,” the money 
was flowing 

Mr. Bev Lino. Checks going into his account from these individuals 

The Cuamman. Were those transactions you are now describing 
a part of the total amount you said was deposited in those 3 years / 

Mr. Beturno. Yes, sir. 

The CrHarrman. There is no indication what those checks were 
given for? 

Mr. Correr. No. But we feel that the circumstances are such that 
we turn them over to the Department of Justice. 

The CHarrman. Yes. 

Mr. Betxrno. I might say that in some of these cases, I have found 
upon contacting individuals that the "y were cash transactions, and 
that Jack Cowart carried a considerable amount of cash in his pocket, 
and he was ready to cash anyone’s check if they just indicated that they 
needed cash. 

Mr. Correr. You are not enumerating these 

Mr. Beuurno. In the first two instances, when we questioned them 
about any type of transaction, either cash or otherwise, they indicated 
that they had none of any nature with Jack Cowart. We did not tell 
them that we had observed at least two transactions with these 
other individuals. 

Senator Arken. Were any of the deposits in the Lakewood Bank 
in cash ¢ 

Mr. Betxiino. Yes, sir, he had cash deposits through those 3 years 
of $1,200. 

Senator Arken. Only $1,200 for 3 years. 

Mr. Betirxo. And $2,385 in Western Union money orders. J. 
Kenneth Edlin, I understand, is an ex-convict of Chicago, and was 
involved in the Nathan Teitelbaum case. 

Mr. Correr. And is there a check from Mr. Edlin to Mr. Cowart ? 

Mr. Beiurno. There are several checks from Mr. Edlin to Mr. 
Cowart. But when questioned, Mr. Edlin denied having any trans- 
actions with Jack Cowart, and specifically denied having any trans- 
actions with the Department of Agriculture. At this point, we do 
not know the purpose of those payments from Edlin to Jack Cowart 

Mr. Correr. Rather than pursue those, Mr. Chairman, I suggest 
that we turn them over to the Department. 

The Cuatrman. That will be done. 

Mr. Correr. Are there any other items that yon want to mention, 
Mr. Bellino? 

Mr. Bewirno. I believe those are the main items. 
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STORAGE 


Senator Aiken. Did Mr. Cowart maintain a Washington bank 
account, or at any other place at any time that you know of? 

Mr. Beiirno. His wife had an account in Washington. He also 
had two accounts in Texas, one in Dallas, and one at Sanger, Tex. 

Mr. Correr. And most of these transactions were in this account? 

Mr. Bext1no. The major portion of the transactions were in the 
Lakewood State Bank of Dallas, Tex. 

The Cuatrman. Dallas, Tex., you say ? 

Mr. Be.iirno. The Lakewood State Bank in Dallas, Tex. That is 
the account that Jack Cowart, had. 

The Cuamman. You consider the other bank accounts just small 
ones ¢ 

Mr. Be.tino. Yes, they are small. In the larger one that we ex- 
amined, in the Mercantile National Bank in Dallas, there was a total of 
$8,000 deposited. 

The Cuarrman. Over 3 years? 

Mr. Betiino. In 2 years, 1950 and 1951. And the other account was 
a small account in which he transferred some of his money from the 
Lakewood State Bank to the Sanger bank. 

Mr. Correr. I think that is all. 

The Cuairman. Are there any further questions, gentlemen / 

(No response. ) 

The CHAtrMAN. Are there any questions of the rest of these gentle- 
men ? 

(No response. ) 

The CHarrman. If not, the committee will stand in recess until 
2 o'clock. 

(Whereupon, at 12:45 p. m., the committee recessed to reconvene 
at 2 p. m. of the same day.) 


AFTERNOON SESSION 


Present: Senator Ellender (chairman), Aiken, Thye, and Kem. 

The CHatrMan. The committee will be in order. 

Mr. Kelm, will you raise your right hand. Do you solemnly swear 
to tell the truth, the whole truth, and nothing but the truth, so help 
you God? 


Mr. Keo. I do. 


TESTIMONY OF ERWIN E. KELM, VICE PRESIDENT, CARGILL, INC., 
IN CHARGE OF GRAIN DIVISION, MINNEAPOLIS, MINN. 


Mr. Correr. Would you state your full name for the record, Mr. 
Kelm. 

Mr. Keim. Erwin E. Kelm. 

Mr. Correr. And what is your occupation ? 

Mr. Keim. I am vice president of Cargill, Inc., in charge of the 
grain division. 

Mr. Correr. That corporation has its principal offices at Minne- 
apolis, Minn. ? 

Mr. Keim. That is right. 

Mr. Correr. How long have you been affiliated with that company ? 

Mr. Keim. Since 1933. 
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Mr. Correr. How long have you been in the position of being in 
charge of its grain operations ¢ 

Mr. Keim. Since 1946. 

Mr. Correr. In the early part of 1949 did you have certain trans 
actions with the Commodity Credit Corporation in connection wit 
the special procurement program of grain that the Department at 
that time was undertaking ¢ 

Mr. Keim. We did. 

Mr. Correr. And coud very briefly you tell us what Cargill, In 
part in that operation was? 

Mr. Keim. Well, the Commodity Credit Corporation was biddi) 
for wheat in the Minneapolis m: arket, and it was curre ntly belie ved 
that they were in for a large quantity of wheat. And at that time 
the price at which wheat was selling seemed to us to be a good sale, 
it would be a sale for the wheat that we would be procuring daily 
out in the country, in our country elevators, in our country buy ins 
offices, and in our daily procurements on the exchange floor in Minn 
apolis. And they were bidding. The market could not sell at any 
better basis to any of the mills. 

Mr. Correr. What did you say ? 

Mr. Keio. So we started to sell it. 

Mr. Correr. You say they were bidding what / 

Mr. Keto. I said they were bidding a price. 

Mr. Correr. In the market / 

Mr. Kerm. Which we could not sell to any better advantage to any 
body else. So we st: arted buying wheat and actively buying in t! 
country, both “to arrive” basis and also spot and sold it to them. 

You see, the first 4 million bushels that we sold, as I recall, v 
sold on an in-store Duluth or Superior basis. 

Mr. Correr. That means at the portside ¢ 

Mr. Keim. Well, no; that means it is delivered into our plant 
and then we turn the warehouse receipts over to the Corporati: 
which is evidence of title. 

Mr. Correr. Does that in-store basis indicate an immediate tra 
action ¢ 

Mr. Keim. I believe at the time that they were both buying for a: 
in-store basis for nearby delivery of warehouse receipts and also wer 
bidding on the basis of turn-over warehouse receipts by April 15 whic! 
is normally about the time it is open to navigation, the ice disappears 

Mr. Correr. When did they start buying! 

Mr. Keim. That I cannot recall. 

Mr. Correr. Do you have any records ¢ 

Mr. Keim. Let’s see. I can tell you when we started selling. | 
think it was January 15—no—l haven’t got too many records—I was 
called away from Chicago—and so—oh, here it is. Contracts for 
the first 4 million were made between February 14 and February 1’. 

Mr. Correr. February 17? 

Mr. Keim. February 14 I believe it is. Our first contract wit! 
them. 

Mr. Correr. February 14 and 17? 

Mr. Keim. Yes, that is when we started selling this wheat. 

Mr. Correr. You sold 4 million in those 3 days? 

Mr. Keim. No, I haven't got a list of our contracts here. I cannot 
answer that correctly. 
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Mr. Correr. Do you have any idea of what proportion of that - 
million bushels required you to turn over the warehouse Pees te 
immediately to Commodity Credit Corporation 

Mr. Keim. The contracts for the first 4 million were made between 
February 14 and 17. All contracts after that date were made on the 
f.o. b. basis. L have not got that, Lam sorry. I think you have that 
in the General Accounting Office’s investigation. 

Mr. Correr. I think so. As I recall, practically all of those sales 
that were entered into between you and Commodity Credit Corpora- 
tion called for deferred delivery. 

Mr. Keim. I believe it was by April 15. 

Mr. Correr. Yes. 

Mr. Keum. Subsequently, the contracts were amended which pro- 
vided for delivery at a later date. 

Mr. Correr. A still later date? 

Mr. Keim. Yes. We were to transport it to Albany, and the time 
of the delivery of those contracts was our capacity to haul grain on 
the canal. 

Mr. Correr. At the time you sold them the first 4 million was it 
intended that you would immediately ship that grain by rail? 

Mr. Keim. I do not know what their intentions were on this wheat. 

Mr. Correr. What did you think would happen / 

Mr. Keim. I mean, we are talking about something that happened 
3 years ago, and I cannot tell you what my feelings were at the time. 

Mr. Correr. What actually happened then, did you turn over the 
warehouse receipts immediately upon the sale? 

Mr. Kretm. I do not recall as to whether we immediately did or 
not. I think that we had until April 15 to turn over the warehouse 
receipts. 

Mr. Correr. If you had until April 15, then that was really a de- 
ferred delivery operation, was it not ¢ 

Mr. Keim. Yes. The contracts were made in January and 
February. 

Mr. Correr. By April 15 you could have started the grain out by 
lake steamer / 

Mr. Ke_m. That was the reason for that delivery date, I believe. 

Mr. Correr. Your shipping season from the West must start about 
April 154 

Mr. Keim. That is usually about the average. 

Mr. Correr. Down through the locks? 

Mr. Ker. Yes, sir. 

Mr. Correr. So you must have known at that time that you would 
carry this grain, did you not? 

Mr. Keim. We expected that we would; yes. However, if the 
Commodity Credit had a demand for nearby wheat and we had al- 
ready turned over warehouse receipts, it would have been their privi- 
lege to cancel those warehouse receipts for loading and load it up 
there. . 

Mr. Correr. Did you turn over the warehouse receipts / 

Mr. Keim. That, as I said, I cannot remember. 

Mr. Correr. Do you not think that is a pretty crucial point ? 

Mr. Keim. Well, these contracts that we made with our option to 
deliver warehouse receipts up until April 15. 


o4—H52— pt. 2 1 





1626 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Correr. Well, if you did not have the wheat you would not by 
delivering warehouse receipts ¢ 

Mr. Keim. No, we would not. Naturally, we cannot deliver ware 
house receipts unless we have the wheat in store. 

Mr. Correr. I think the General Accounting Office records reflec 
that you were short a great percentage of this wheat that sold for late: 


delivery. 

Mr. Keim. That is a natural way of doing business. 

Mr. Correr. Do you recall that the cash market for wheat at the 
time that you sold it to the Commodity Credit Corporation was much 
higher than the futures market? 

Mr. Keim. Yes, sir. I think these contracts were made on thi 
basis—most of them were made on the basis of around 18 to 20 over 

Mr. Correr. About a 20-point spread during most of this period: 
is that correct? 

Mr. Keim. Well, it is not quite a 20-cent spread. I asked our ac 
counting department to average up the price of the 10 million bushels 
of total that we sold Commodity Credit Corporation and they came 
out with a figure of 17.8 7 Minneapolis May wheat. 

Mr. Correr. Seventeen point what? 

Mr. Keim. Eighty-seven. 

Mr. Correr. Seventeen and eighty-seven hundredths? 

The Cuarrman. Does that include all of the purchases made from 
January ¢ 

Mr. Keim. Yes, that is the 10 million bushels, January through, | 
think March sometime. 

Mr. Correr. That is the whole? 

Mr. Keim. That is the whole package. 

Mr. Corver. So in order to average out that much, at times there 
must have been a considerable greater margin ¢ 

Mr. Keim. Yes. The highest premium on any of the contracts, | 
believe, was 23.5 over and the lowest was 10 over on 200,000 March 21. 

Mr. Correr. Well, now, Mr. Kelm, is it not true that the futures 
price, say, the May futures price you were selling in February and 
March—the May futures price is the approximately current market 
price of wheat for delivery at or after the futures contract maturity) 
date? 

Mr. Keim. That is true, theoretically, the cash and the future comes 
together at some point during May. 

Mr. Correr. After maturity? 

Mr. Keim. Yes. If there is no wheat for delivery the price of the 
wheat futures goes up. 

Mr. Correr. So as an experienced operator you were put in a very 
advantageous position, were you not, by being able to sell in February 
at a spot-cash market which was in the neighborhood of 20 cents 
higher than your May futures? 

Mr. Keim. Well, if it had not been advantageous I do not think we 
would have made the contract. 

Mr. Correr. In other words, that the price at which you actually 
sold the wheat was not as appealing to you as this spread of 20 or 1s 
cents, whatever it averages out, which would permit you to go out 
into the futures market and protect yourself and thereby make that 
point margin of profit minus certain cost factors? 
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Mr. Ketm. Well, at the time that we had to deliver this first 4 mil- 
lion bushels of wheat which was sold on in-store basis that means—— 

The Cuatrman. What do you mean “in store” basis? 

Mr. Keim. In-store basis means that we will have the wheat inside 
of the elevator and warehouse receipts issued against it, which shows 
title, and we would have to deliver that over to the Commodity Credit 
Corporation to fulfill our contract. 

The Cuarrman. At what period? 

Mr. Keim. By April 1951. 

The Cuarrman. Was that the time that wheat could be shipped 
by water 

Mr. Kevm. Yes, sir. After that normally it could be shipped by 
water. 

The Cuamman. Who paid the storage up to that time—who would 
have paid the storage up to the time that the Commodity Credit 
accepted it for shipment ¢ 

Mr. Keim. I believe the contract provided that the Commodity 
Credit Corporation would pay storage from the time that the ware- 
house receipts were turned over to them. 

The Cuarmman. Do you recall whether or not the warehouse re- 
ceipts were turned over at or about the time the shipments were 
made in May ? 

Mr. Keim. I think prior to the time that this April 15 due date 
came about that we had negotiated the transportation contract with 
the Commodity Credit Corporation to transport this wheat to Al- 
bany and that the amendment provided that we would turn over E 
forms or warehouse receipts to them at Albany. 

The Cuarrman. At Albany? 

Mr. Keim. On these dates as they matured according to our ability 
to get it transported down to the seaboard. 

The CuarrMan, For all of the wheat that was purchased from you, 
from January on to make the total aggregate of 10 million, the Com 
modity Credit Corporation did not begin to pay storage. if it paid 
any at all, until that wheat got to Albany # 

Mr. Keim. That is right. 

The Cuarrman. That was a saving? 

Mr. Keim. That was a net saving to them, yes. 

The CuarrmMan. To what extent per bushel about, would you know ? 

Mr. Keim. Well, that would be between—I am assuming now that 
we did not turn much of any wheat over to them before April 15, 
so the storage rate at Albany at that time, I believe, was a cent and a 
half a bushel per month. 

The Cuamman. How much? 

Mr. Keim. A cent and a half per bushel per month, so that would 
be April 15, and an average of the delivery dates was sometime in 
July, I would guess, so that would give you May, June, I guess it 
would amount to 4 or 414 cents a bushel. . 

The Cuarrman. On the other hand, suppose—— 

Mr. Correr. Could I interrupt you there on this? Do you have a 
uniform grain storage contract with the Commodity Credit Corpora- 
tion ¢ 

Mr. Keim. Yes, we do. 
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Mr. Correr. And what rate per month do they pay you for that 
storage ¢ 

Mr. Keim. They pay—our tariff provides a cent and a half 
month. 

Mr. Correr. What ? 

Mr. Keim. A cent and a half a month which is 15 cents a bushel. 
I think at the time the total charges that we could earn under the 
uniform grain storage was 15%4 per year. 

Mr. Correr. I seem to remember a figure of 0.005 a month as 
being the storage rate per bushel which would only be about a 
twentieth. 

Mr. Keim. A twentieth of a cent a day is equal to a cent and a half 
a bushela month. I got you confused. 

Mr. Correr. I see. 

The Carman. Let us put it this way: Suppose that we restrict 
this to the 4 million bushels that you say was sold by you from, what 
date in February ¢ 

Mr. Keim. Well, it started in January, I believe. 

The CuatrmMan. We will say January to February. 

Mr. Keim. Yes. 

The Carman. You had then and there delivered the warehouse 
receipts. That would have indicated that wheat was in place, and 
from that day on until it reached Albany or wherever the destination 
was, the Commodity Credit Corporation would have had to pay 
storage on that wheat ? 

Mr. KELM. Yes, sir. They would have had to pay storage on it 
so long as it was deposited in some elevator en route. The 10 days 
or whatever it is, the transit time, of course, they would not be paying 
storage on that. 

The Caarrman. It would have been impossible for them to ship it 
by water and rail, the combination, until April 15? 

Mr. Keim. Right. 

The Cuarrmman. At the earliest ? 

Mr. Keim. That is right, unless we chose to deliver warehouse 
receipts prior to that time. 

The CHarrman. And the record shows that if they had used rail 
entirely that the rate would have been—— 

Mr. Keim. Thirty cents. 

The Cuairman. Thirty cents? 

Mr. Keim. Yes. 

The Cramman. And the water and rail 23 cents / 

Mr. Keim. Right. 

The Cuarrman. And water entirely from 19 or 20 cents? 

Mr. Keim. Right. 

The Caairman,. All right. 

Senator Aiken. How does the cost of shipping come in between 
Duluth and Albany—what part of it is the Great Lakes charge and 
what part is the Erie Canal? Would you divide that for me? 

Mr. Ky LM. Let's see ; I could do it roughly for you. Five-eighths 
of a cent stevedoring and about five-eighths insurance, and there is 
114 for elevation at Oswego which we pay out to somebody else and 
I believe we were figuring 5 cents a bushel on the canal. That is clos 

We must have been paying in the neighborhood for lake freight 
around 101, at that time. 
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Senator Arken. Ten and a quarter? 

Mr. Keim. You see, we pay a premium for shipping Oswego over 
to Buffalo. It has to go through the Welland Canal, and has a longer 
route. 

Senator A1rken. Because of the longer time it takes through the 
Welland Canal? 

Mr. Keim. That is right. 

Senator Arken. About 714 cents a bushel ? 

Mr. Keim. Let’s see. Oh, I have forgotten something. I forgot 
the elevation at Albany. That makes it 214. 

Senator Aiken. That leaves about 8 cents a bushel for wheat ¢ 

Mr. Keim. Yes. 

Senator Arken. About 23 if you ship all rail New York and 19 if it 
goes water-rail ¢ 

Mr. Kev. I think our profit—— 

Senator ArkeN. I was trying to figure out how much we saved 
we would have the St. Lawrence seaway, that is all, around 12 cents 
a bushel. 

The CHatrrmMan. That may be 20 years away, so why worry about it. 

Senator Arxen. I do not think that is very many years away. 

Mr. Correr. Mr. Kelm, while on that subject, do you have any 
monopoly on any part of that all-water route between the Great Lakes 
and Albany ¢ 

Mr, Keim. No. 

Mr. Correr. Do you have any private canal or anything there? Is 
that all public ¢ 

Mr. Kev. It is a public canal. 

Mr. Correr. That question was raised here yesterday. 

Mr. Keim. Yes, I heard it was. Cargo Carriers is a wholly owned 
subsidiary of Cargill, Inc.. and they operate eight units of about 
100,000 bushels capacity each, and we went into this business of build- 
ing our own canalers and organizing Cargo Carriers, because the old 
equipment that was on that canal, the grain equipment, were old 
wooden barges, and gradually every vear, one by one, those barges were 
disappearing and there was not enough capacity on the c: anal for 
anybody to do any business of any consequence. So we built our own 
units, There still are some of these wooden units in use. 

Mr. Correr. You have eight? 

Mr. Keim. We have eight units. 

Mr. Correr. And how many other units besides your eight are 
operating on the canal for grain? 

Mr. Keim. I think there are two companies that do have equipment 
on the canal itself. I cannot recall their names, but the amount of 
equipment that they have left is very, very small. 

Mr. Correr. You mean 

Mr. Keim. We do every year—we have already this year, chartered 
outside space from other people to carry grain from Buffalo over the 
canal to Albany and New York. In other words, it is not a monopoly, 
but the other people that are in the business are quite small and they 
have very little capacity. 

Mr. Correr. In other words, you not only have your own facilities, 
but vou charter practically the remaining facilities; is that right / 

Mr. Keim. We do whenever we can, yes, if profitable business. 
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Mr. Correr. As a matter of fact, in the past have you been able 
charter practic: ally all? 

Mr. Keim. I would not say practically all; no. I think Commodity 
Credit Corporation has chartered some of that space to go from 
Buffalo down to New York and at a saving under the rail rate. 

Mr. Correr. Buffalo to New York route is different from th). 
Oswego to New York route, is it not? 

Mr. Keim. The Erie Canal or this New York State barge cana! 
has a canal that goes from Albany to Oswego and then they have 
amsther branch that cuts in there some place that goes direct over to 
Buffalo. 

Mr. Correr. You come into Oswego by lake steamer, do you not? 

Mr. Keim. Yes. 

Mr. Correr. You take the Welland up around Niagara? 

Mr. Keim. Yes. That is on the Canadian side. 

The Cuarrman. The Canadian side. 

Mr. Correr. It is much cheaper, I assume, to take the Welland 
Oswego route than to take the other? 

Mr. Keim. Yes, because it is cheaper to operate a lake vessel than 
it is one of these barges. The lake vessels carry about, say, an average 
of 300,000 bushels, and these units hold only 100,000 bushels. 

Mr. Correr. Let us get back to this transaction. 

think you said that you would not have entered into this if it 
had not looked as good to you as it did? 

Mr. Keim. I would like to correct that statement. We would not 
have entered into these contracts had we not been sure, or fairly 
sure, that we were going to make some money. 

Now to the extent that the profit is concerned, the grain business 
is operated from a very narrow margin. 

Mr. Correr. You did not expect to make it on the difference between 
the price that you had to pay for grain and that you would sell i 
immediately to ¢ ‘ommodity Credit Corporation on a spot-cash basis 
that would be a ver y narrow margin, would it not? 

Mr. Keim. Yes; that would be a very narrow margin. 

Mr. Correr. What percentage of a cent would it be? 

Mr. Kewm., I think it would be about a cent or a cent and a half a 
bushel which is the normal commission charge. 

Mr. Correr. Then you would be making some profit on your har 
dling costs and your transportation ¢ 

Mr. Keim. We would make some money by handling it through 
our elevators, storing it. We would make some money on the canal 
where we own that part of the equipment. And we would then have 
it deposited in our Albany elevator where we would earn storage 
charges. 

Mr. Correr. Do you feel that this 11, cents that you saved the Com 
modity Credit Corporation was offset by permitting you to deliver 
it at your vendor as you could, in other words, you could make a 
profit out of all these operations if you were permitted to de oe 
through beginning from April 15 into the summer and handle this 
vast volume as your facilities permitted—wouid the advantag 
you on the transportation end of it alone compensate for any mone) 
that you may have had to expend in storage? 

Mr. Keim. We were not spending money in storage. 

Mr. Correr. It was your storage. 
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Mr. Kevm. I do not see how that is. 

Mr. Correr. We have been talking about saving Commodity Credit 
Corporation storage money. 

Mr. Keim. Yes, I believe we did save some. 

Mr. Correr. That would assume that you were holding the grain 
in your storage or somebody else was. 

Mr. Keim. We were either holding or had bought it to arrive and 
had not yet been shipped or was in transit from the country. 

Mr. Correr. Supposing the Commodity Credit Corporation had 
bought it on deferred delivery date, would they have had to pay storage 
between the time they bought it and the time it was delivered to them ? 

Mr. Keim. No. 

Mr. Correr. So we are talking about something that does not come 
into this situation. This is a mythical savings, the savings on storage, 
is it not? 

Mr. Keim. I believe Mr. McArthur said that they felt that they 
needed the wheat for a nearby position, and that subsequently the situ- 
ation changed somewhat. 

Mr. Correr. I think you have just testified that when you began to 
sell that grain that you were satisfied that you were going to 
transport it. 

Mr. Keim. Did I say that? 

Mr. Correr. Well, substantially. Correct me if I am in error. 

Mr. Keim. No, I think I said that because the delivery date was 
April 15 that we could assume that Commodity Credit Corporation 
would take advantage of the saving on the Lakes to ship it out 
subsequent to that date. 

Mr. Correr. That is right. 

Mr. Keim. But I did not say that we would transport it for them, 
because we only charter a very small percentage of the total volume 
that is done on the Lakes. 

Mr. Corrrer. Do you have the figures as to how much grain you 
transported for the Commodity Credit Corporation in 1947? 

Mr. Keim. No, I haven’t got them available. 

Mr. Correr. Did you not transport a great deal for them ? 

Mr. Keto. Yes, we transported as much as we possibly could. 

Mr. Correr. Do you have the figures on what percent of the grain 
you sell to Commodity Credit Corporation that you transport from 
that position ¢ 

Mr. Keim. No. 

Mr. Correr. Would it not be practically all of it? 

Mr. Keim. Well. no, I do not think so, because we sell Commodity 
Credit a lot of grain that is not in the Duluth-Superior market. 

Mr. Correr. I said in that area. 

Mr. Kev. In that area. 

Mr. Correr. In that position. 

Mr. Ketm. I would think that we probably transported more grain 
for them than we sold them. Now that is just a guess. I have not 
anything to substantiate that. 

Mr. Correr. Could you not put that conversely saying that you 
transported practically all of the grain that you did sell them ? 

Mr. Keim. I think so, unless they had an immediate demand for 
wheat in Buffalo or something. That might have been an outcargo 
that went out of our warehouse to them at Buffalo. 
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Mr. Correr. So this transportation contract, the transportatio, 
contract that you entered into with them on about March 17, was it, th 
24th or the 17th? 

Mr. Jounson. It was proposed on the 24th and consummated o; 
the 18th of March. 

Mr. Correr. That was not an isolated thing, it was not an unre 
lated thing, was it—it was an expected thing—it was expected by you 
and it should have been expected by the Commodity Credit Corpora. 
tion ¢ 

Mr. Keim. Well, I would say that we were very hopeful that it 
would be done. 

Mr. Correr. You had no reason to believe that it would not be done 

Mr. Keim. We expected with the buying program that they had o: 
the seaboard that they would want to get this grain to the seaboard 
and, naturally, tried to save the taxpayers’ money and get it trans 
ported the cheapest way they could. 

Mr. Correr. What did you do when you sold this grain for future 
delivery to Commodity Credit Corporation—did you go out in the fu 
tures market ¢ 

Mr. Keim. We bought cash grain to arrive from country dealers 
We bought on the exchange floor in Minneapolis. And we bought 
futures. 

We do not in our company—we have a policy—we keep heads as 
nearly as possible as we can do at all times. We do not take a positio. 
in the market. 

Mr. Correr. You protect yourself ? 

Mr. Keim. Right. 

Mr. Correr. But if you are placed in a position where you can sell 
on a spot basis grain, where your future is approximately 20 cents b 
low, right away you can protect yourself and make a profit theoret 
ically of that amount, knowing those other factors ¢ 

Mr. Keto. No, not altogether, for the reason that we sold for ck 
livery by April 15. 

Mr. Correr. Yes. 

Mr. Keim. May contracts do not mature until the 30th of May. 

Mr. Correr. Yes. 

Mr. Keim. So that it leaves a period of time, but normally—— 

Mr. Correr. But you could also liquidate your futures in the mean- 
time ¢ 

Mr. Keim. We would buy cash and liquidate our futures. 

Mr. Correr. You could do that together ? 

Mr. Keim. Yes. We have no way of knowing until the 30th day of 
May that we would come together. So we are not talking about 
1861, 99, we are talking about some port ion of that. 

The Duluth market normally on top of that is usually during the 
shipping season different over Minneapolis, because the big demand 
for wheat, our protein spring wheat, is the Buffalo mills and export, 
so that we would have to assume that we were going to pay in the 
neighborhood of 5 cents a bushel more for wheat. 

Mr. Correr. In storage at Duluth than over at Minneapolis? 

Mr. Keim. Yes. 

Mr. Correr. That is a trade factor ? 

Mr. Keim. Yes. 
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Mr. Correr. But getting back to this, you could go into the May fu- 
tures and you could take your hedge position and then as you bought 
eash grain you could bring that position together / 

Mr. Keim. We expected to make money on this, no question about it. 

Mr. Correr. If delivery on that wheat was delayed until after your 
May future operation or the maturity of the May future contract, 
then you would realize the whole amount of your futures spread, 
would you not, barring the other factors? Is that not so, Mr. Kelm, 
I mean, theoretically ¢ 

Mr. Kem. It is theoretically, but the normal open interest on 

Minneapolis contracts is only from 4 to 5 million bushels. And if 
you went in there to buy 10 million bushels and expected to get deliv- 
ery, all you would get paid would be dollars. You might not get the 
cash wheat, and we have a contract to deliver cash wheat. So you 
could not just sit there and expect delivery. You might run the price 
clear through the roof by making other people deliver their wheat to 
you, and you would get dollars and no wheat or not all wheat. 
" So you would have to go out to really be in position to deliver 
grain on your contracts. Whenever we make a contract we fully 
expect to deliver it. We have to go in and buy the actual cash. ‘True, 
we expect that the price that we had to pay to reflect a profit over the 
basis on which we sold it, but it was not 17814 9»), whatever it is. 

Mr. Correr. I appreciate that. You were buying cash wheat. You 
were buying futures. You were handling it both ways to keep the 
whole situation stable and to make as much money out of it as you 
could. 

Mr. Keim. Yes, sir. We might have, and | cannot recall if we did 
or not, but when we are selling such large quantities of wheat, nor- 
mally there is a normal relationship between markets, | mean, Kansas 
City, Chicago, and Minneapolis. If we were to go in on one day and 
buy all of this wheat in one market we probably would unduly in 
fluence the market. 

Mr. Correr. Of course, you are an experienced —— 

Mr. KELM. We might 70 To Kansas City and Chicago and come 
back to Minneapolis and then spread back at a later time when this 
cleared up. 

Mr. Correr. Would you have to spread it around ¢ 

Mr. Keim. That is right, ves. 

Mr. Correr. You would not only go into the futures market, but 
vou would get as much grain as you could on the deferred delivery 
basis ¢ 

Mr. Keim. Yes, sir. 

Mr. Correr. Based on your May future, would you not ¢ 

Mr. Keim. You see - 

Mr. Correr. And when you could sell grain at a spot cash in Feb- 
ruary or March and your future was so much lower, you could make 
i very substantial margin by getting a deferred delivery purchase 
of wheat based on your May future price. 

Mr. Keim. That is normal to expect, ves. 

Mr. Correr. Do you know why Commodity Credit Corporation did 
not do that ¢ 

Mr. Keim. Well, I have no way of knowing what was in their 
minds. I think Mr. McArthur has testified that he needed to get 
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wheat in inventory as fast as he could. And I am not in a position 
to question that in any way. I assume that that is correct. 

Mr. Correr. The fact remains that he did not expect to get wheat 
in store before April 15, because his delivery dates did not call for 
that; is that not correct ? 

Mr. Keim. The original dates in the contracts were April 15, as | 
recall. 

Mr. Correr. Then from time to time they were put off until it was 
all through the summer. 

Mr. Keim. Yes, I think we agreed to deliver that at intervals of 
about 1 million bushels every 10 days, which is approximately our 

parma in the canal, and that those due dates at Albany were predi- 
cated on 1 million bushels each 10 days, would leave from that forward, 
and that 10 days hence that wheat would be due in Albany. 

The Cuarrman. Generally speaking, were you acqu: ainted with any 
of the other purchases that were being made in the same market by 
Commodity Credit Corporation ? 

Mr. Keim. Yes, I believe Commodity Credit Corporation would 
post their purchases the day following they m: ade the purchase, so 
that we were from time to time acquainted with the amounts that were 
being booke d. 

The Cuamman. From your observation would you say that you got 
a better deal out of Commodity Credit than others who sold to Com 
modity Credit Corporation at that time? 

Mr. Kev. I think the same deal was available ~ the other people. 
If they sold for nearby they could have sold for April 15, if they had 
chosen to. I do not think that Commodity in any way showed us 
any favoritism whatsoever. 

The CuatmrmMan. Would you say that the fact that you had these 
more or less exclusive shipping facilities at your disposal, was an in- 
ducement to the Commodity Credit Corporation to favor you more 
than they would others? 

Mr. Kem. I do not think so, because we would have been perfectly 
willing to make the transportation contracts to carry any of thei: 
grain down. 

The Cuarrman. As you have in the past? 

Mr. Kem. Yes. 

The Cuatrman. Did you actually do that during that year? 

Mr. Keim. I think that the amount of our purchases tied our 
capacity on the canal clear around quite a ways, and I cannot recall 
if after this contract was through with whether we made another 
contract with them for other grain than what we sold them or not. 
I cannot recall it. 

The Cuarrman. But you would have? 

Mr. Keim. We would have if our capacity was not filled. 

The Cuarrman. How much grain or commodities are handled by 
this method other than the grain or commodities that you handle, that 
is, that you dispose of ? 

Mr. Keim. You mean our portion of our own private business’ 

The Cnamman. Yes, that is what I mean. What I have in mind 
is this, How much grain is handled through your barge fa cilities other 
than that which you yourself sell or h: :ndle in some way? 

Mr. Keim. In other words, the business that we would do with 
another mill, for instance? 
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The Cuatrman. That is right. And in which you did not make 
any profit except that which 

Mr. Keim. The transportation profit ? 

The Cuarman. That is right. 

Mr. Keim. Well, in that  patiouiar year you will recall that all of 
the exports were done by the Corporation direct to governments in 
Europe, so that we were not doing any of our own pr ivate export busi- 
ness, and Albany is essentially an export house. I mean, we do sell 
some grains. G. L. F. has a lurge feed plant there. They manufac- 
ture feed. And we transport that grain that we sell them. 

The Cuarrman. Do they buy exclusively from you ? 

Mr. Keim. No. We try because of the savings in transportation; 
we try to do all of their business, but they do need rail transit, too, 
and everybody competes on that. 

The Cuamman. I see. 

Mr. Keim. For instance this year when the private grain trade 
was doing the exporting business—I mean, a large part of it—we did 
keep our facilities largely occupied with our own business. And ac- 
cording to last season and this season. 

The Cuarrman. I suppose it is natural for you to do that? 

Mr. Keim. Yes; we want to keep our transportation facilities going 
100 percent of the time, because we pay crews whether we operate or 
not, and we have our depreciation and all of those things. 

The Cuamman. You serve yourself first ? 

Mr. Keim. That is right. That is natural. 

The Cnatrman. I see. I would agree with vou. 

You say, so far as you could observe then, the purchases that were 
made by you—I mean from you by Commodity—were not more ad- 
vantageous; there was no preference shown ¢ 

Mr. Keto. No; there was not. 

The Cuarrman. There was no preference to you in contrast to other 
deals that were made at the same time ¢ 

Mr. Keim. No; I do not believe so. 

The Cuarrman. When you agreed to change this date, that is from 
April 15, the delivery date, to a later date, as late as July and 
August 

Mr. Keim. Yes. 

The CHarrman (continuing). Did you feel that some adjustment 
should have been in the price‘ Could not wheat have been purchased 
cheaper ? 

Mr. Keim. From our viewpoint. I believe, yes. Commodity dealt 
on a flat rice; I mean, they are interested in the flat price that they 
have to pay for the wheat. But on the portion that was delivered in 
August we would probably have bought July futures or bought cash 
wheat from the country for July shipment which probably would 
have been at a lower price than if we had had to buy it for May. Do 
you see what I mean? 

The Cuairman. But in this 10,000,000 bushels that were purchased 
as you have testified between January and April, and the new contract 
was entered into a little later, for later shipment—— 

Mr. Keim. Yes. 

The Carman (continuing). Was any mention made by any rep- 
resentative of Commodity Credit that, since the shipments were de- 
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ferred and since it was possible that the wheat would sell cheaper, 
there should be a price adjustment of some kind? 

Mr. Keim. I do not recall any mention was made. We made «: 
offer at the contract price and it was accepted, and I do not recall the 
conversations. I do not think that I did that bit of negotiation m), 
self. I think it was done between our wheat salesman on the floc 
and, I believe, Sundahl. Iam not sure of that fact. 

The Cuaiman. Did you consider that it was advantageous to you 
to have the shipments deferred ? 

Mr. Keim. Yes; I think I will have to admit it was. 

The CHarrman. If that was true, why did you not, as a busines: 
man, try to assist the Government in making it so that you would, a! 
least, be fair with the Government / 

Mr. Keim. Well, my job is to make money for 

The CuarrmMan. [I understand that. Your company, of course, pays 
a lot of taxes, too. 

Mr. Keim. Right. 

The CHarrman. I. know that, but it strikes me that concerns of your 
size that do a lot of business with the Government should not take ad 
vantage of it as in this instance, and as in the instance pointed out i: 
the storage over here in Illinois. I do not know whether you ar 
familiar with that or not, but you got paid $37,500 for doing no work 
there, which I think was unconscionable. 

Mr. Keim. Well, I did not personally break down those charges 
which amounted to that six-hundred-odd thousand. 

Mr. Correr. 612,000, 

Mr. Keim. 612,000. After investigating the breakdown of thos 


charges, if it is found by us that we have overcharged, I think we 
will be happy to sit down with the Commodity Credit Corporatio! 
and talk it over. 

The Cuarmman. I think that the evidence developed here shows 
clearly that it is a payment that should never have been made to you. 
because the payment was to be made to you for moving the grain 
that year; and, if you did not move it, certainly you should not 


expect payment for it. 

Mr. Keim. If we got anything we are not entitled to, we will cd 
something about it. 

The CHarrmMan. | am going to suggest that vou look into it whe 
vou go back. 

Mr. Keim. I expect to. 

The CHarrMan. I am sure that if you look into it and consider the 
testimony given here you might see fit to pay back to the Government 
this amount which I believe was paid, that you were not entitled to, 
because you actually got paid twice to do the one job, double pay 

Mr. Keim. Well, as I say, we fully expect to investigate the matte? 
However, I think that we should keep in mind that, in Norris City 
and similar projects, the Government was in extreme need of storage 
space, and I think we did a public service in making that availabl 

The CHatrmMan. I agree with that. 

Mr. Keim. We used our own ingenuity to transform an oil storag 
into grain storage. 

The Crairman. There is no reason why you should collect more 
than you are entitled to. 

Mr. Kevm. I agree with vou. 
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Mr. Correr. Mr. Kelm, that project bothered me a little. You 
are a very experienced firm in the handling of grains; is that not 
correct ¢ ; 

Mr. Keim. Yes; we handle a lot of grain. 

Mr. Correr. And you propositioned Commodity Credit Corpora 
tion that you could take this over; that you could store 5,000,000 
bushels of corn there. Is that not correct ? 

Mr. Keim. Yes. | 

Mr. Correr. And you got an income-guaranteed contract for doing 
/ 


SOs 

Mr. Keim. Yes. 

Mr. Corrrr. And you put this corn in there, and in spite of your 
experience, apparently, you put it in dead storage and there has been 
a great loss from its be ing ke spt there over the period of time that it 
has been. I think that the facts brought out—and you may concur 
or disagree, with your reasons—that the Commodity Credit Corpora- 
tion paid you approximately $1,000,000 or in excess of it for storage 
fees and that they are losing approximately a million dollars because 
practically all of the corn that has come out of there has had to be 
sold at sample grade, around 20 cents under the market for No. 2 
corn. 

With your experience and knowledge of storage and keeping, was 
it not incumbent upon you to use more fac ilities to turn this corn 
or to take better care of it so that this did not happen to it? 

Mr. Keim. We did do transferring between bins. It was physically 
possible to pull it out of one bin and put it into another, which we did. 

Mr. Correr. How many times did you do that ? 

Mr. Keim. I have no figures available. I do not know. 

Mr. Correr. If that is the case, how was it that when it was 10 
below zero up there in the winter of 1950 it was 115 in the tank, if 
it had adequate care ¢ 

Mr. Keim. Well, that is a kind of hard question to answer unless 
I had the temperatures available to me that were present at that 
time. 

Mr. Correr. That is the record; 1 mean some inspector was there 
from Commodity Credit Corporation and that is the report as to the 
conditions he found. 

Mr. Ke_m. Our superintendent there found that the ee was 
deteriorating. So, under the uniform grain-storage contract, we were 
to advise Commodity Credit Corporation and ask for an ins saeklnks 
which we did. And subsequently moved the corn. 

Mr. Correr. Do you expect to reimburse the Government. for that 
loss of approximately a million dollars which the »y will have in the 
sale of a lower grade of corn under the contract ¢ 

Mr. Keim. I cannot answer that, because I have not looked into 
our obligations as a warehouseman. I do not havé available at the 
present time whether this corn was off on fore ign material or what 
it was off on; and you see that was identity-preserved storage. All 
of the grain was theirs. 

Mr. Cotter. If you used diligent, normal care, then any deprecia 
tion in quality is Commodity Credit Corporation’s responsibility. 
Is that more or less the substance of the contract / 
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Mr. Keim. I think this is clearly set up in the contract which 
Commodity Credit Corporation and ourselves signed which is uniform 


for all of the warehouses. 
Mr. Correr. But is that not the gist of it; in identity-preserve 

contracts you are held to certain standards of care? d 
Mr. Keim. Yes. That is approximately correct. a 
Mr. Correr. As an experienced warehouse company, do not your t] 

duties go a little bit beyond that, and should not your know-how 

and experience be greater than, for instance, some new company ? oO 

Should not Commodity Credit Corporation be able to expect that? 

Mr. Keim. That corn was keeping in very good condition for 4 a 
long period of time, except those bins that we did ask for an inspe: 

tion in. it 
Mr. Correr. I think that there were load-outs on that corn eve: di 

prior to the time that you had finished loading in, and because of 

spoilage, Mr. Kelm. w 
Mr. Keim. I think that is right; yes. st 
Mr. Correr. That is the evidence. 7} 
Mr. Keim. It is normal. It is normal that that should happen. pe 
Mr. Corver. It is normal that there should be spoilage before you th 

even get loaded up? ac 
Mr. Keim. You have 5,000,000 bushels of corn coming from many 

different sources. Naturally, it will not all be of extremely uniform 

quality. Some corn and some grains have qualities that are not th 

apparent on the surface that turn up later. eq 
Mr. Correr. What I am driving at is this. I understand—you 

probably can confirm this—that another company—I do not even 

know the name—that entered into a similar contract in which oil if 

tanks were involved in Texas, where you also were storing corn, in si 

stalled some ventilators and some downdrafts, something like that, 
and that their corn came through in excellent condition. Apparently Br 
they went to some additional expense. th 
Mr. Keim. They were not storing corn. th 
Mr. Correr. Grain sorghum. Tl 
Mr. Keim. They were storing milo, which is a much different un 
proposition than corn. We had no trouble in our tanks with milo. 

It is coming out in very good condition. sa) 
Mr. Correr. No damage whatsoever ¢ 
Mr. Keto. We are finishing—we will finish in 30, 40 days taking ato; 

the balance of the commodity out. Sorghum is probably one of the wh 

most easy grains to store that there is. And corn is the most difficult. wa 
Mr. Correr. On this proposition that you made to the Commodity to | 
Credit Corporation to store corn in Norris City, does it have a sim ; 
larity to the sale and transportation of wheat in Minneapolis where wh 
it was a sure thing; you just could not lose? < 
Mr. Keim. Naturally, before we equipped those tanks with the ’ 
facilities to load and unload and to transfer the grain, we saw the say 
profit incentive to do so. We thought that we could make money < 
out of it or we would not have done it. ove 
Mr. Correr. You had an identity-preserved contract, and you had \ 

a guaranteed-storage agreement. And in your Minneapolis deal v ) 

had a firm commitment at a price of 20 cents or approximately 20 | tio! 

cents above your future. i whi 
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Mr. Keim. Which proposition, of course, was open to anybody in 
the trade. Commodity Credit Corporation was anxious to buy. And 
they could have sold if they wanted to. 

Mr. Correr. E xcept that I think the record reflects that the delivery 
dates on your grain were originally made April 15, but then were 
amended and permitted to deliver all through the summer and after 
the maturity of your May futures contract. 

And I think the record reflects that that was not the case with the 
other vendors who sold to Commodity Credit Corporation. 

That being the case, would you not say that you were put in an 
advantageous position ¢ 

Mr. Keim. | think we were in an advantageous position as you put 
it because of the facilities that we have. We are able to make a better 
deal with Commodity than anybody else. 

Senator A1ken. I was going to say that I cannot quite figure out 
why Commodity Credit Corporation saved 3 or 4 cents a bushel on 
storage. You sold this wheat the middle of February. You would 
give up the warehouse receipts the middle of April, which was post- 
poned. Of course, if you had given up the warehouse receipts and 
they had left the wheat in your elevators, they would have paid stor- 
age on it. 

Mr. Keim. Yes. 

Senator Arxen. That is very true. The testimony shows that while 
they were buying this wheat from you they were paying storage on an 
equal amount of wheat which they already owned. 

I do not see where the over-all saving comes in there. 

Furthermore, I do not see where there would have been a saving 
if the wheat was actually being shipped out early in the spring or, 
say, the middle of April or May. 

Mr. Keim. Had they taken delivery of this wheat and shipped it to 
Buffalo, instead of Albany, for instance, they would have deposited 
this wheat in ours and other warehouses located in Buffalo, in which 
they would have paid storage until it was delivered at seaboard. 
They did save storage because they did not get it delivered to them 
until later. 

I think there was a saving in storage in addition to the inherent 
savings by transportation. 

Senator Arxen. In the over-all picture they could not have saved 
storage, because they were using your wheat and paying on their own 
wheat which they were not shipping out, I suppose, because they 
wanted to keep it off the market and to empty your elevators, perhaps, 
to make room for the new crop coming on. 

Mr. Kev. It is true that they had a large storage bill on this other 
wheat which they would have had, anyway. 

Senator Arken. Two hundred and ninety-two million bushels. 

Mr. Keim. On this 10 million bushels that we did transport we did 
save storage on that. 

Senator Arken. On that identical wheat, but I am speaking of the 
over-all picture. 

Mr. Keim. That is right. 

Mr. Correr. But, Mr. Kelm, cert: ainly Commodity Credit Corpora- 
tion would not be paying any storage on futures that you might have 
when you were in a short position, would they ? 
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Mr. Keim. No. And there was no provision for storage until \ 
delivered warehouse receipts. 

Mr. Correr. Until the delivery of the warehouse receipts ¢ 

Mr. Keim. Right. Either in Albany or in Duluth. 

Mr. Correr. Do you not feel that the savings that you made during 
that delivery date was offset by your transportation profits? 

Mr. Keim. I do not see how you can tie those together in one case 
It was a saving to Commodity and in the other case it was a profit 
to us. 

Mr. Correr. I think it was an offset to some extent. It was adva) 
tageous to you to ship by water facilities. 

Mr. Keim. That is right. 

Mr. Correr. And you made a profit out of that. 

Mr. Ke_m. That is right. 

Mr. Correr. You were holding the grain while you had the gra 
in transit. 

Mr. Keim. Yes. 

Mr. Corver. There is an article or was an article in Fortune maga 
zine in the fall of 1949 which you may recall which discussed hedg 
ing and futures, and explained the operations on futures markets, 
and how it was used mostly by mills and so forth, the speculator, 
and as a part of that article there is a paragraph here that could 
refer to your company and these transactions, and I am going to 
read it to you to see if it does. 


An instance of this stratecical contest 
talking about the futures, and so fortth— 


between the short and the long occurred in May 1949, wheat when a larze 
Minneapolis elevator operator maintained a large short position well into the 
month while delivering considerable wheat at a loss and feigning further 
deliveries from ships at Duluth. The calculations here concerned chiefly what 
the United States Commodity Credit Corporation would do with its contro! 
ling interest in the old crop and what its buying policy would be during the 
delivery month Free cash wheat was scarce and high priced. The short 
evidently, figured that the Commodity Credit Corporation would get out of 
the market and the longs would be driven to sell by the threat of delivery 
The Commodity Credit Corporation took the position that it would sell at cost 
plus carrying charges, thus, in effect, declaring a celing of about 25 cents above 
the market, but when the Commodity Credit Corporation stayed in the market 
on the buying side apparently with light purchases, enough to give the longs 
courage to stick it out, the risk of the longs was great, for the next future July, 
representing the new crop, was selling far below the May old crop future 
Delivery in this case might have entailed a carry-over into the lower-priced 
period with lurge losses The shorts, however, failed to get the longs out of 
the market. And judging by the moderate prices near the end of the month 
apparently took a beating. This contest was watched with some amusement 
by all of the traders in Chicago. 

Conservative merchants usually get out of the market before the delivery 
month and so deprive themselves of this speculative opportunity, but there is 
some dispute as to whether such occasionally short-lived squeezes have an 
serious Consequences to produ er or consumer 


Was that Cargill that played that role? 

Mr. Keum. I think, ves. we were concerned. We made some de 
liveries on Chicago May wheat. 

Mr. Correr. Was that wheat that you bought for the account of 
Commodity Credit Corporation, but had not delivered, and because 
of your short position you had to deliver to Chicago ¢ 

Mr. Keim. Yes. I think some of that wheat was. 
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Mr. Correr. When you would have to buy it back at a higher price 
and deliver to the Commodity Credit Corporation ¢ 

Mr. Keim. Well, it depends on what the market did in the mean 
time. It might have been that we could have bought it back cheapei 
even f. o. b. Chicago. I do not know. The grain market is a very 
fluid market. It runs just like water. Whenever there is a high 
price here, grain will move toward that high price. 

The Cuarrman. Do you figure that you made an excess profit or a 
normal profit on your transaction with the Commodity Credit 
Corporation ¢ 

Mr. Keim. We made a very good profit on this whole transaction, 
I will admit that. 

The Cuatrman. You mean on the 10 million. 

Mr. Keim. Yes. 

The CuarrMan. Do you attribute that to the fact that the date was 
changed, that is, of delivery, from April to July and August ¢ 

Mr. Kevm. I think that contributed. 

The CuatrmMan. Then it strikes me—Il go back to the same sug 
gestion L made to you a while ago—that a big company like you 
that does so much business with the Federal Government would not 
take advantage of it. L just cannot understand it. It is your own 
Government. 

Mr. Correr. Of course, vou just work for this company. 

The Cuatrman. | understand that. 

Mr. Keim. Yes. 

The CuarrmMan. | do not blame him. 

Senator Kem. What is your position, Mr. Kelm ‘ 

Mr. Keim. | am vice president in charge of the grain division. 

Senator Kem. Are you one of the stockholders and owners ¢ 

Mr. Keim. I have some stock, yes, but it is very minor. 

Senator Kem. Who are the principal owners of this company / 

Mr. Keim. It is the McMillan Co. and the Cargill family. 

Senator Aiken. The McMillan family / 

Senator Kem. Where do they live‘ 

Mr. Keim. In Minneapolis, those that are left. Yes, it is their 
famuly. 

Senator Kem. Were you through, Mr. Chairman / 

The Cuarrman. Yes, sir. 

Senator Kem. You spoke a few minutes ago, Mr. Kelm, about the 
advantages that the Cargill Co. afforded the Commodity Credit Cor 
poration. Just what were those advantages / 

Mr. Keim. We provided transportation to them at a saving under 
any other mode of transportation. 

Senator Kem. Yes. That was the transportation from Minneapolis 4 

Mr. Keim. Or Duluth to Albany. 

Senator Kem. To Albany ¢ 

Mr. Keim. All-water. 

Senator Kem. Well now, do you operate there as a common carrier / 

Mr. Ke_m. No, we do not. We are a contract carrier. 

Senator Kem. All the way? 

Mr. KeLM. Well, we do not own any boats on the Lakes. We 
charter those from independent owners. 

Senator Kem. Boats may be chartered on the Lakes? 

Mr. Keim. Yes. 


~Oo54 o2 pt. 2 
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Senator Kem. You do not have any monopoly of that business ? 

Mr. Keum. Yes. 

Senator Kem. Where does your monopoly come in? 

Mr. Keim. Well, I do not call it a monopoly, because there are 
other facilities, although they are, percentagewise, a small portion of 
the total capacity on the canal. You see what I mean. Our eight 
units are a large part of the total grain capacity on the canal. Grain 
itself is a very small portion of the total amount of movement ove: 
this barge canal, in other words, the oil that is transported west from 
Albany, from the seaboard, back to Buffalo and the consuming markets 
in the interior. 

Senator Kem. There is no law that prevents somebody else from 
transporting grain on that publicly owned canal, is there? 

Mr. Keim. No. We operate, lease and operate, the Albany elevator 
and it is a public elevator. 

Senator Kem. The public can use that? 

Mr. Keim. And our tariff obligates us to accept grain from any- 
body so long as we have storage space available. 

Senator Kem. Why then do you claim that you offered a facility 
here that other members of the public could not enjoy / 

Mr. Keim. Other people could have offered that, but they did not. 

Senator Kem. Why do you come here and tell us that you offered 
advantages that nobody else had or could have? 

Mr. Keim. Well, if I gave you that impression I probably misspoke 
myself. 

Senator Kem. Well now, I understood you to say that the reason 
that you had this contract was that you offered advantages that 
nobody else had. I do not mean that is your exact language, ‘but that 
was, certainly, the way I understood your testimony to be. 

Mr. Keim. We offered the Government a price for movement of 
that grain which was cheaper than moving lake and rail to Buffalo. 

Senator Kem. Yes, but others at Minneapolis and Duluth could 
also enjoy the same movement over the same method. That argument 
has run through all the testimony here, and it does not seem to me, 
if you will permit me to say it, that it is a fair argument when the 
fact is that your competitors also could have moved that grain in 
exactly the same way that you moved it. 

Senator Arken. They would have the right to build and operate 
barges, would they not? 

Senator Kem. They can use those barges. 

Senator Arxen. Not if they are not common carriers. 

The Cuatrman. They are not common carriers. 

Senator Kem. They can run barges through. They can hire barges 
and run through the canal. 

Mr. Keim. There are not many in existence. 

Senator Kem. There are some others ¢ 

Mr. Keim. Yes. There are, but they are very small. 

Senator Kem. We had here the testimony—— 

The Cratrman. Just before you came in, Senator, he said there 
were. . 

Mr. Keum. I think there are two other companies. 

The Cuamrman. With old wooden barges that handle a very small 
amount of the grain. 
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Senator Kem. We had here yesterday a statement from Mr. Axelson 
quoted in the investigation report that was offered in evidence to the 
effect that the Cargill Co. facilities were used 75 percent for their own 
grain and 25 percent for the grain of other owners. Is that correct? 

Mr. Keim. I do not know. That statement of Mr. Axelson I be- 
lieve was made 2 years ago, and it might have pertained to that time. 
I do not think that that is generally true, one way or the other. 

Senator Kem. We are interested in 2 years ago, in 1949. That 
exactly when we are interested. 

Mr. Keim. Well, I think that at that particular time I do not recall 
whether they had any back haul or some minerals there, some of that 
business hauling it back which would enter into this total amount of 
tonnage. 

Senator Kem. Do we have that report? 

The CuarrMan. The sergeant-at-arms is after us. So we had better 
go and answer the roll call. We will recess for a while, for 5 minutes. 

( Recess. ) 

The CuarmMan. Senator Kem, are you ready to proceed ? 

Senator Kem. Yes. 

The Cuarrman. The committee will be in onder. 

Senator Kem. Where is that report in here? 

Mr. Correr. It is exhibit 1 in here, right in the back, the first 
exhibit. 

Mr. Unperuity. I think you had my copy yesterday. I would like 
to have it back. I will be glad to turn it over to you again. 

Senator Kem. Thank you so much. I will give it back to you. 

Mr. Kelm, in the confidential investigation report dated April 21, 

1950, which was referred to in the testimony yesterday, this state- 
ment appears, and I am reading from page 25: 
Axelson advised that Cargo Carriers, Inc., owns and operates its own lake 
freighters and canal barges; that approximately 75 percent of its hauling is done 
for Cargill with the balance for other grain or Psat firms which have sold grain 
for delivery in the Eastern States or which have bought it f. o. b. vessel Duluth 
and want it hauled east. And that the offer to Commodity Credit Corporation 
was made purely in the interest of obtaining the freight business for Cargo 
Carriers, Inc. 

Is that a correct statement? 

Mr. Keim. I believe that it is approximately correct. I think 
probably Axelson made that statement without checking. 

Senator Kem. You have no reason to think that it is not correct? 

Mr. Keim. He refers, you see, not only to the business on the canal 
but also the chartering lake freight business that he dees between 
Duluth and Buffalo or Duluth and Toledo or Duluth and Chicago. 

Senator Kem. He says both freighters and canal barges. 

Mr. Keim. We do not own lake freighters. So if that—— 

Senator Kem. It operates those, does it not? 

Mr. Krum. No, we charter them from other owners. 

Senator Kem. You charter them ? 

Mr. Keto. Yes. 

Senator Kem. Well then, other firms in the Duluth and Minnea- 
polis markets could have had available to them this transportation 
to Albany, is that not correct / 

Mr. Ky LM. Yes, they could have, but they would have had to come 
to us as the contract carrie) and made a deal on the canal with us. 
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Senator Kem. Exactly. In other words, Commodity Credit did not 
have to come to you to avail itself of that transportation. 

Mr. Keim. They knew, of course, that we owned and operated—|] 
do not know what the percentage is—but I would imagine it would 
be 90 to 95 percent of the total canal capacity. So they knew that 
if somebody else made them this proposition they, in turn, would 
have had to come to us and made a deal on our equipment on the canal 

Senator Kem. That would have been no disadvantage to Com 
modity Credit, would it? 

Mr. Keim. It might have been a disadvantage in price to the othe 
party that was trying to make this offer to Commodity. 

Senator Kem. Why do you say it might have been ¢ 

Mr. Keim. We are the contract carrier and we are free to negotiate 
rates, 

Senator Kem. You would have negotiated a fair price would you 
not ¢ 

Mr. Keim. I am not in a position to answer that. 

Senator Kem. Have you any reason to think the price would not 
have been fair é 

Mr. Keim. I would say this, that our price would vary according 
to how anxious we are to do the business. 

Senator Arken. You would not charge Cargill any more for the 
grain than you would any other common carrier / 

Mr. Keim. No. 

Senator A1rken. Never 

Mr. Kevim. No. 

Senator Kem. Would you have charged other people more than you 
would have charged Cargill—would Cargo Carriers, Ine., have 
charged other people more than they would have charged Cargill ¢ 

Mr. Keim. I think they are doing, at least, 75 percent of the busi- 
ness with us. And I think that we would be in a favored position, 
not only from the fact that we own them 100 percent, but besides we 
are 75 percent of their business. 

Senator Aiken. Cargill is the largest shipper of grain to the Erie 
Canal, is it not ¢ 

Mr. Keto. That is right. 

Senator Aiken. And if anybody else undertook to build and op- 
erate a line of barges they would probably have difficulty in getting 
business enough to sustain that line? 

Mr. Keim. That is right. 

Senator Arken. And make a profit / 

Mr. Ketm. Yes. 

Senator Aiken. Inasmuch as they could not get the largest ship 
ments ¢ 

Mr. Keim. Yes. 

Senator Aiken. So you have what in effect is a monopoly, but a legal 
monopoly ¢ 

Mr. Kev. It is a near legal monopoly. 

Senator A1ken. The law would permit them to cut in on you, if they 
could ¢ 

Mr. Keo. Anybody would be free to build their own barges. 

Senator A1ken. Probably foolish to do so. 


Mr. Keim. Yes. 
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Senator Kem. As I understand it there were some other barges on 
the canal ? 

Mr. Keim. Yes, they are old wooden barges and they are rapidly 
depreciating. 

Senator Kem. As long as the grain got there it would not make any 
difference whether it was carried in a wooden or a steel barge ? 

Mr. Keim. Except they are of a smaller capacity. They move 
slower. It is a more expensive operation. And sometimes these 
other barges get busy carrying things, say, from Albany to New York 
or right within the New York Harbor. Sometimes they are not 
available. It is not dependable. They do not only stay in this busi- 
ness between Oswego and Buffalo and Albany. If they find a more 
lucrative trade some place else they move there. 

Senator Kem. Well now, Mr. Kelm, the Comptroller General's re 
port makes the point that this contract was of a definite advantage to 
Cargill. As I understand, you agree and say that you made a very 
good profit on it. 

Mr. Keim. It was an advantage to us, yes. 

Senator Kem. A pretty sweet deal / 

Mr. Keim. I would Say it was very cood. It could have, had the 
market not been the way it did turn out, it might have not been so 
sweet. 

Senator Kem. In the second place, the Comptroller General’s re- 
port makes the point that the wheat was contracted for immediate 
delivery. We were told by Mr. McArthur that it was needed right 
away. But asa matter of fact it was not delivered immediately. So 
this demand for it must not have been so critical, is that not right ? 

Mr. Keim. Well, I have no way of knowing what Commodity’s 
need for the wheat was or how acute it was or if the need for the 
wheat changed in the meantime. I mean, I am not in a position to 
answer that. 

Senator Kem. Evidently it cid change, if it ever existed, because 
immediate delivery was not insisted on. 

Mr. Keio. | think possibly it did change, but 1 have no way of 
confirming that. 

Senator Kem. Well now, the Comptroller General says that other 
dealers would have liked a chance at this same deal. 

Have you any reason to think that that is not correct ‘ 

Mr. Keum. I think that was told to the General Accounting Olfice 
after this business was done and they were able to see what actually 
happened to the market, the premiums and the futures, in other words, 
they were second guessing. And, naturally, they would be in a posi- 
tion to see that there was a profit in it and they would have hked to 
have gotten into it. 

Senator Kem. Now, you say second guessing. Did they decline to 
bid on it or figure on it at the time vou got it ¢ 

Mr. Keim. Well. I assume that they clic, yes. 

Senator Ki M. Did you have any evidence that anybody else wis 


competing for this contract against you ‘ 

Mr. Keun. No, because nobody else had any canal equipment on 
the canal to offer. 

Senator Ky M. You sity there were some wooden barges there, and 
you say that you would have carried it for them at a price. You do 
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not say exactly what the price would have been, but you admit tha: 
you would have carried it for them at a pr ice. 

Mr. Keim. | am not—this has been 3 years ago and I am not sur 
but what we might have had some of these outside barges chartered 
In fact, when our whole capacity was tied up, we have other business 

Senator Kem. Granting you say that you did, you say you would 
have carried the business for other people at a price. 

Were they given an opportunity to figure and see whether they 
could pay your price and stil] make the deal ? 

Mr. Keim. That I do not know. 

Senator Kem. You saw no evidence of any desire or inclination o; 
the part of the Commodity Credit Corporation to figure with othe: 
people at that time? 

Mr. Keio. I do not think so, because they were in full knowledg 
that we owned the equipment on the canal. 

The Cnarrman. They did buy, though, about eleven million bushe!: 
from other people ¢ 

Mr. Keim. Yes. 

Senator Kem. Well now, is there any reason why they should 1 
have bought more? 

Mr. Keim. No, but they just did not offer it to them at the time. 

Senator Kem. They just figured with you and did not see what els: 
could be done anywhere else? 

Mr. Kem. No, I think they were bidding everybody at the time th 
same terms. 

Senator Kem. Who else did they bid—who else did they make an 
offer to? 

Mr. Ketm. I do not think that the business was conducted that 
way. I think the offerers would go to Commodity and offer then 
wheat. 

Senator Kem. The evidence in our report is that other grain men 
in the market say that they would have been interested but were not 
given an opportunity. 

Have vou any reason to think that that is incorrect ? 

Mr. Keim. Well, I am sure that if they had had facilities that 
they would have been very anxious to do the business. 

Senator Kem. You keep going back to that, but the evidence is 
and your own statement is that they did have facilities, because they 
could have used your facilities at a price. You do not say what the 
price is. 

Mr. Keim. It takes quite a bit of negotiating, you see. 

Senator Kem. And they were not given any opportunity to negoti 
ate, were they ? 

Mr. Keim. We, certainly, did not go to anybody else and tell them 
that there was a possibility of this business. 

Senator Kem. I do not blame you a bit—I do not blame you a bit. 

Mr. Keto. So I have no knowledge. 

Senator Kem. But ostensibly the representatives of Commodity 
Credit Corporation were experts, also, and there for the purpose of 
protecting the Government’s interests and the taxpayers’ interests. 

What I am asking you is, did you see any evidence that that was 
being done? 

Mr. Keim. No, I do not believe so. 
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Senator Kem. You did not see any evidence of that being done. 
All right. 

As I understand it, you admit another point made by the Comp- 
troller General’s report that when the delivery was deferred con- 
sideration should have been given to a price adjustment on the basis 
of deferred delivery. Is that correct? 

Mr. Keim. We made an offer to deliver the wheat to them in Albany 
at contract price plus transportation charge and it was accepted. 

Senator Kem. But you think, looking back at it, that it would 
have been fairer under those circumstances for consideration to be 
given to an adjustment of the price ¢ 

Mr. Keim. Well, I do not think that I can answer that question. 
I am working for a company that is in the business to make a profit. 
And, naturally, we are not voluntarily going to give back some profit. 

Senator Kem. I am not saying to you that you ought to go to the 
Government and say, “We are being unjustly enriched here and we 
want to rebate to you. You have not been smart enough to see this, 
but we will give you the money back.” I do not say that, but what 
I am asking you is if as a matter of fairness to the Government and 
the taxpayers should not have consideration been given to the change 
in the terms of the contract ¢ 

Mr. Keim. Well, naturally, it was a matter of negotiation. 

Senator Kem. Yes, exactly. 

Now, as I understand, you admit that consideration was in order 
in view of the fact that the terms were changed. You admit that, do 
you not ¢ 

Mr. Keim. Yes, I think—— 

Senator Kem. I understood you admitted that before. Now, then, 
my next question to you is: 

Did representatives of the Commodity Credit Corporation suggest 
to you that a change in price be made? 

Mr. Keim. I do not recall that it was. 

Senator Kem. It never was broached by them at all? 

Mr. Keim. I donot think so. Ido not recall that it was. 

Senator Kem. Well, now, this may be embarrassing to you to an- 
swer, but you are under oath. Do you think that the representatives 
of Commodity Credit Corporation were remiss in their duty in failing 
to do so? 

Mr. Keim. I do not think I am competent to answer that, because 
I do not know all of the factors which go to making up their mind. 
1 mean, their operation is done for a different purpose than ours is. 
I do not think I am in a position to answer that. 

Senator Kem. The money factor is not so important in their as in 
yours, you mean that? 

Mr. Keim. No. I would not say, but they know what wheat they 
have to export. They know what their foreign commitments are. 
They know what wheat they have back. I am not in position to know 
those factors. 

Senator Kem. They also know they are dealing with public money 
and from an unlimited Public Treasury also, do they not ? 

Mr. Keim. I do not think I can answer that question, Senator. 

Senator Kem. I believe that is all. 

The Cuarrman. Are there any further questions? 





1648S STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Correr. I think there was testimony here, Mr. Kelin, yesterday 
about some shenanigans that were going on up there in connectio; 
with the price at which this wheat was being bought. As I understand 
it—you correct me if I am wrong—the wheat was bought by the 
Minneapolis commodity office and they stayed out of the market for 
the first hour and then the ‘vy bought for the rest of the day on the bids 
at the price that was ests ablished during that first hour. And there 
was some testimony to the effect that some wash transactions, or som. 
small sales would be put through in the morning that would raise the 
price up a cent or some such matter, and then the Commodity Credit 
Corporation sales for the remainder of the day would be based on that 
price, and the suggestion was that that would be a false pegged price 
slightly above the market. 

Mr. Keim. I do not believe that any shenanigan was going on 
The Commodity Credit Corporation, as I understand, were in th 
market for an extremely large quantity of wheat, 25,000,000 bushels, 
and they were currently buying it from others and ourselves, largely) 
ourselves. And, naturally, we were having to cover our hedges or 
cover any cash wheat, whichever way we could, and with a total ope: 
interest in Minneapolis May of probably 3 to 4 million, I do not know 
this to be a fact, and then having Commodity Credit Corporation 
buying 4 or 5 or 3 hundred thousand bushels a day, that that would 
naturally affect the market to a great extent, and you would have a 
continually rising market. 

I think the production in 1948 was 305,000,000, and I think Com 
modity took 90,000,000 of it over in the form of loans. 

Mr. Correr. 305,000,000. You are not talking about the Minne 
apolis area / 

Mr. Keim. I am talking about all spring wheat. 

Mr. Correr. Spring wheat ¢ 

Mr. Keim. Yes. And that leaves only 215,000,000 bushels of free 
spring wheat, and you probably know that spring wheat is our highest 
quality of wheat. It has the high protein, and we make it into goo 
white bread. 

Mr. Correr. Premium flour / 

Mr. Keim. Yes. 

So that leaves only 215,000,000 bushels for the whole wheat trade 
for the whole year. 

Then Commodity comes in and wants to buy 25,000,000 bushels of 
this spring wheat. Naturally, when they take that large a portior 
of the total production you are going to have a rising market. And 
I do not think it is surprising at all that the market and the premiums 
continued to go up during this time that they were in the market. 

Mr. Correr. If you had been representing the Commodity Credit 
Corporation, would you have bonght it the way they did ¢ 

Mr. Keim. I do not think I can answer that question, because, as 
[ say, I do not know what their side of the picture is. 

Mr. Correr. If the pos sitions had been reversed and vou were repre 
senting the Department and they were representing Cargill, would 
vou have entered into the deal that they did with your compan 
where they bought on a spot-cash basis, but had a—am I being saifair 
to you? 
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Mr. Keim. Yes, you are. I will tell you if IT could make my deci 
sion 2 or 3 years later I think I could give you a pretty good answer. 

Mr. Correr. Pardon ? 

Mr. Keim. If IT could make my decision 2 or 3 years later I could 
give you a pretty good answer. 

The Cuatrman. After knowing all of the facts, to see what 
happened ¢ 

Mr. Correr. Could you have made the sale prior to the time, based 
upon the spread between May futures and spot cash at that time / 

Mr. Ke_m. Spring wheat premiums had gone to 45 and 50. 

Mr. Correr. But you would like to find yourself in that position as 
you did with the 20 percent spread, would you not 

Mr. Keim. Yes. 

Mr. Correr. If you were buying, would you not have bought for 
deferred delivery / 

Mr. Keim. Yes, but I understand that Commodity Credit Corpora 
tion at the time that they made these contracts figured they needed 
the wheat nearby. 

Mr. Correr. Actually they did not ask for delivery until] April 15, 
and that would look toward boat transportation, or water transporta 
tion. Actually, they did not take delivery until much later. 

Mr. Keim. You see, but that illustrates very well the point that 
I say I am not in position to answer, because they might have been 
able to take care of their current loading programs at the west coast 
or at the Gulf or some place, and that this April 15 would fill in the 
gap that they had in their program. I have no way of knowing that. 

Mr. Correr. Did Commodity try to get a better deal from you than 
they got ¢ 

Mr. Keim. We offered to switch the contracts to f. o. b. Albany 
plus the transportation, and they accepted it, 

Mr. Correr. Did Commodity trv to get an adjustment in price at 
that time to offset the fact that they were taking delivery—you were 
delivering at a later date / 

Mr. Keim. I believe that is the same question that T just answered. 

Senator Kem. He has answered that and said “No.” 

Mr. Correr. What was your answer ? 

Senator Kem. He said he heard nothing about it. 

Mr. Keim. No, I heard nothing about it at the time. I cannot 
recall anything that was said. 

The Cuamman,. Since you did not have that wheat on hand at the 
time that you signed the contract, suppose the price had gone up, 
what then ¢ ‘ 

Mr. Keim. We would have paid the price that was necessary to buy 
it and delivered the wheat on time. 

The Crarrman. And it may be possible that you could have lost 
money on that deal ? 

Mr. Keim. Yes. I would say it would be possible, except on an 
extreme end of the deliveries, then we could have bought July wheat 
and bought in our way. 

The Cuatrrmman. Did you buy enough fiutures to protect yourself? 

Mr. Keim. Absolutely: either cash or futures. 

Mr. Correr. So you wort out and protected yourself immediately ? 


Mr. Keim. Yes. 
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Mr. Correr. So you had your advantages? 

Mr. Ke_m. We were protected at the time we made the origina! 
contract. 

Senator Kem. That is what is meant by the people who said that 
you had a perfect hedge? 

Mr. Kev. It is pretty hard to find one of those. 

Senator Kem. You had that here, did you not? 

Mr. Ke_m. What? 

Senator Kem. You had that here, did you not? 

Mr. Keio. I would say it is about as perfect as you can find, yes. 

Mr. Correr. Do they not call it a “put”, Mr. Kelm ? 

Mr. Ketm. What? 

Mr. Correr. Do they not call it a “put”? 

Mr. Keim. I do not know. 

Mr. Correr. Or a cinch? 

Senator Kem. You are on terms of very, very close personal friend- 
ship with different members of the Commodity Credit Corporation 
staff, are you not ? 

Mr. Keim. Yes, in a business way; yes, I am. 

Senator Kem. Who are your principal friends there? 

Mr. Keim. Well, I am acquainted with Jim Cole, Mr. McArthur. 
I was acquainted with the Kansas City man, Mr. Lathrop. And | 
was familiar with the Chicago men. We have operations in these 
other markets, too, you see. 

Senator Kem. Do other members of the Cargill Co., the official 
family, have that same close personal and friendly relationship with 
members of the Commodity Credit Corporation staff ¢ 

Mr. Keim. I think it has been a friendship that has developed 
because we have done a lot of business with the Corporation. 

Senator Kem. The friendships have developed over the course of 
years ¢ 

Mr. Keim. Yes. I mean we talked to them now and then on various 
things. 

Senator Kem. They lead to frequent visits back and forth? 

Mr. Keim. I would say they were quite infrequent. 

Senator Kem. Something was said here yesterday about a tugboat, 
the Jimmy Cole—do you know anything about that boat ? 

Mr. Keim. We have not got any tugboat in that area at all. So it 
is not our boat if it is named Jimmy. I think it is a small tugboat 
that is operated by one of the transportation people in the St. Paul 
and Minneapolis harbors. 

Senator Kem. Is it named for the distinguished official of the 
Commodity Credit Corporation / 

Mr. Kevm. I do not think so. I do not think so. 

Mr. Correr. What are your relations with the personnel on the 
Washington level, Mr. Kelm? 

Mr. Kei_m. I am acquainted with Mr. McArthur. I have met him 
at many meetings. 

Mr. Correr. You mean you frequently have occasion to come to 
Washington to discuss your business ¢ 

Mr. Keim. Not frequently. I think I probably have made two 
or three trips here in the last 4 years. 

Mr. Correr. When you say in “many meetings,” what do you mean, 
out in the field ? 
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Mr. Keim. Yes; they conduct various meetings. 

Mr. Correr. Industry meetings? 

Mr. Keim. Yes, industry meetings. 

Mr. Correr. Anybody else? 

Mr. Keim. I am acquainted with Mr. Tripp. 

Mr. Correr. He is in charge or purchases? 

Mr. Kero. I think he is Mr. McArthur’s assistant. 

Senator Kem. Who represented Commodity Credit Corporation 
in negotiating this transaction? 

Mr. Keim. The transportation contract? 

Senator Kem. The sale of the wheat that was transferred into a 
future delivery proposition. 

Mr. Keim. You mean—well, the original contracts, I believe, were 
largely made through Mr. Sundahl, who is Mr. Cole’s buyer, and 
our spring wheat man on the exchange floor, Mr. Cook, Chester Cook. 
I think they were negotiated between the two of them, largely. 

Senator Kem. Where is Mr. Sundahl now? 

Mr. Keim. He is no longer, I believe, with the Department. 

Senator Kem. Where is he employed? 

Mr. Keim. I cannot answer that. He was with a cooperative down 
in Richmond, Va., for a while, and where he has gone since I do 
not know. 

Senator Kem. Did he come from Minneapolis originally? 

Mr. Keim. I cannot answer that; I do not know. 

Senator Kem. Did you know him before he went to the Commodity 
Credit ? 

Mr. Kevm. No. 

Senator Kem. Where was he when you first knew him ? 

Mr. Keim. He was their buyer in the Minneapolis office. 

Senator Kem. For Commodity Credit Corporation ? 

Mr. Kev. Yes. 

Senator Kem. You did not know him before he went to work for 
the Commodity Credit Corporation ? 

Mr. Keita. No. 

Senator Kem. And Mr. Cook represented your company ? 

Mr. Keim. Yes. He is our spring wheat man. 

Senator Kem. Who represented the respective companies when the 
terms of the contract were changed? 

Mr. Kev. I believe Mr. Cole and myself. He had some of his 
assistants with him and I had some of mine. 

Senator Kem. Neither Mr. Cole nor any one of his assistants men- 
tioned the fact that consideration should be given to a lower price? 

Mr. Kevom. I cannot recall that that took place. 

The Cuarman. I think Mr. Cole so testified. He is here, Senator. 

Senator Kem. I think so, too. 

The CHairrmMan. That was yesterday. 

Senator Kem. I wanted to confirm that by him. 

The Cuamman. Are there any further questions? 

Mr. Correr. That is all. 

The Cuatrman. Mr. McArthur would like to make a statement. 
All right, Mr. McArthur. 

You have already been sworn ? 

Mr. McArruur. Yes. 
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TESTIMONY OF WILLIAM McARTHUR, DEPUTY DIRECTOR, GRAIN 
BRANCH, PMA, UNITED STATES DEPARTMENT OF AGRICUL.- 
TURE—Resumed 


The Caarrman. What was it that you would like to clear up? 

Mr. McArruvur. I just want to restate our positions. As I testified 
here yesterday, we went out to buy this quantity of wheat, 100,000,000 
bushels, to buy 25,000,000 through the Minneapolis office. We did buy 
it. And it come to the time of deciding how it should be transporte: 
to the east coast. There is where we had to make a decision, whether 
to negotiate this transportation contract or hold that grain in storag: 
at Duluth, and when we did that, we'd have to pay storage on it ther 

The boys, in negotiating that contract, took into full consideratio 
the savings that they could make in transportation costs, in storag: 
costs, and in shrinkage costs, from Duluth to Albany. 

I know there were arguments over the amount of this carrying 
charge, from Duluth to Albany, delivery position. 

Senator Aiken. What would the shrinkage be—more shrinkage o1 
rail shipment, or what ‘ 

Mr. McArruvcr. There would be some shrinkage. In this case, 
they load it in the boats at Duluth. They take it on to Oswego, unload 
it and transfer it into barges, and then unload it into the elevator at 
Albany, and then load it f. 0. b. boat. And then they made good the 
quantity from Duluth to the boat; also responsible for the quality. 

Now, there is no question but what there were savings in putting 
the wheat from one position in Duluth, from Duluth to the seaboard. 
as compared with all-rail or by Lake-rail. That was a saving. Nat 
urally, the boys were fighting for it. 

Now, I cannot imagine Cargill or any other corporation making « 
price adjustment. Probably should have pressed that further, but 
they were pressing to get the savings on this transportation. 

Senator Kem. Were they pressing to get the savings that would 
accrue to the Government through the change in the terms of the 
contract ¢ 

Mr. McArtricr. Senator, judging from 3 years, looking back o 
it, it looks as if probably they should have pressed harder on that. 

Senator Kem. Not judging from looking back, but judging, looking 
at the situation as it was, should not that point have been presented 
and pressed by those representing the Government and the taxpayers / 
You do not have to have hindsight to see that, do you ¢ 

Mr. McArrucr. I did not happen to negotiate the contract. 

Senator Kem. If you had, you would have pressed that point, would 
you not ¢ 

Mr. McArruvur. I certainly would have if I thought there was any 
benefit. 

Senator Kem. Do vou not think there was / 

Mr. McArruvr. There may have been, yes. 

Senator Kem. Well, that has been admitted by every witness who 
has testified here, so far as I can recall. 

Mr. McArruvr. I just want to give one more slant to this right 
there. \t that time our transportation facilities were in desperat: 
straits, tremendous shortage of boxcars, and everybody knew it. And 
the Defense Transportation was urging the greatest utilization pos 
sible of water movement. That was all-water movement. 
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Senator Kem. Did you investigate to see whether any other firms 
in that market could enjoy the same water movement ‘ 

Mr. McArruvr. [ am sure we gave them an opportunity, and they 
would have taken it if they could have accomplished it. 

Senator Kem. Who did you give it tof We have numerous state- 
ments here from people who have said they did not know anything 
about it and would have been interested had they known. 

Who did you definitely, specifically—who did you give the oppor- 
tunity to besides Cargill ¢ 

Mr. McArruur. Senator, when we asked for offers of grain and they 
made their own propositions 

Senator Kem. Well, now, waif a minute—wait a minute now, Mr. 
McArthur. You say you made this offer to other people. I am ask- 
ing you, to whom did you make it ? 

Mr. McArruvr. All of the grain men were afforded an oppor 
tunity. 

Senator Kem. Name one that you offered the same deal that you 
gave to Cargill; just one. 

Mr. McArrnvur. Well, we did not offer to Cargill. They made the 
offer. No other company did. 

Senator Kem. Did you canvass the situation to see whether other 
companies would be interested at the same or a better rate 

Mr. McArruur. We afforded the opportunity. They could offer 
t. Ido not know how much further we could go. 

Senator Kem. Would not common prudence require you to find out 
whether you could do any better anywhere else ? 

Mr. McArrnur. Surely, it is not incumbent upon us to tell com- 
panies what facilities they might be able to get. 

Senator Kem. No, no; but is it not incumbent upon you to buy at 
the best advantage / 

Mr. McArtruvr. We did buy it at the best advantage possible. 

Senator Kem. How did you know, when you did not canvass the 
situation to inquire from anybody else? 

Mr. McArruvr. Well, we asked for offers under the best condition. 

Senator Kem. You got one offer. Did you canvass to see whether 
anybody else would better that offer / 

Mr. McArrnvr. I was not making the purchases up there. 

Senator Kem. But if you had been, you would have done that, 
would you not—you would have ascertained whether or not you could 
do better anywhere else; is that not right ? 

Mr. McArruevr. I could not answer, not having operated in that 
kind of a position there. 

The CuarmmMan. Mr. McArthur, were there other offers made to 
you, other than Cargill’s? 

Mr. McArrnor. No. 

The Cratrman. For the 25,000,000 bushels. I thought you had. 

Mr. McArruovr. You mean the same kind? 

The Cuairman. You had 25,000,000 bushels to purchase. 

Mr. McArruvr. That is right. 

The Cuarrman. All right. How did you go about acquiring that 
much wheat ? 

Mr. McArruvur. We asked—we asked for offers of wheat. 

Senator Kem. Did you publish a public notice? 

Mr. McArruvr. I think it was a public notice on the exchange. 
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Senator Kem. Where was it published ? 

Mr. McArruvr. On the Minneapolis Exchange. 

The Cuatrman. On the board? 

Mr. McArruor. Yes. 

Senator Kem. On the bulletin board? 

Mr. McArruour. Whatever they have there. 

Senator Kem. Have you got a copy of the notice that was posted 
at that time? 

Mr. McArruvr. I would have to ask Mr. Cole as to the type of 
notice. 

The Cuatrman. Mr. Cole, would you step forward? 

Can you tell us? 


TESTIMONY OF JAMES A. COLE, DIRECTOR, PMA COMMODITY 
OFFICE, MINNEAPOLIS, MINN.—Resumed 


Senator Kem. Was public notice given, Mr. Cole, of the terms of 
this contract ¢ 

Mr. Cote. Senator Kem, we post every day when we buy anything 
in the Minneapolis market—it is posted right on the Minneapolis floor 
where 250 members of the grain trade can see exactly what we are 
doing every day. 

Senator Kem. After you buy it? 

Mr. Core. Yes, sir. 

Senator Kem. All right. What did you do before you bought this? 

Mr. Cote. Before we bought this they knew we were going to buy. 

Senator Kem. How did they know it? 

Mr. Cote. The whole grain trade. 

Senator Kem. How did they know it? 

Mr. Cote. We talked to them. They are after us every day. We 
have four or five or six buyers. 

Senator Kem. Who did you talk to, and advise them that you were 
going to make this deal with Cargill, and inquire whether they would 
be interested at the same or better terms? 

Mr. Core. I do not know that we told anybody we were going to 
make this deal with Cargill. 

Senator Kem. There you are. 

Mr. Cote. Here is what we did do. I do not know whether it was 
in 1949 or 1948, but we did ship some other grain—and maybe this 
will bring it to your memory, Mr. McArthur—of some other operators 
in New York that took some of our grain the Lake way to New York 
in small self-propelled boats, but they told us that they could no 
longer do it because they could not do it and stay in business. We did 
offer it to those people. 

As I told you yesterday, I think everybody in the Minneapolis 
market—there is no question about it, you can ask Mr. Kelm—they 
all know exactly what Cargill is doing and they know that Cargill 
had this contract with us for four different operations. 

Senator Kem. Exactly; after it had been made. 

Mr. Core. No, they knew that we had this operation even before 
1949. 

Senator Kem. Wait a minute. There are plenty of statements here 
from leading grain people that they would have been interested and 
would have liked to have been in on it. They are in the report here. 
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Where are those, Mr. Cotter, those statements from people who 
were interviewed, saying they would like to have been in on this 
deal ? 

Mr. Correr. Did any of the grain that Cargill sold you in this 
consignment, Mr. McArthur, did any of that grain end up in storage 
in Liberty ships in New York Harbor? 

Mr. McArruvr. That Cargill transported ? 

Mr. Correr. That was in this series of purchases of the 25,000,000? 

Mr. McArruor. I could not answer that for the simple reason 
that, upon purchase, the wheat is put into the warehouse on a com- 
mingled basis. 

Mr. Correr. Your Liberty ship storage program had started prior 
to the time that Cargill had finished delivering on its 10 or 11 million 
sale; is that not correct? 

Mr. McArruovr. I could not give the dates. 

Mr. Correr. Do you 7% Mr. Underhill? 

Mr. Unperui.y. No; I do not know. 

Senator Kem. Mr. Cole, are you acquainted with Norman Ness, 
manager, and Percy Hicks, vice president, of the International Mill- 
ing Co.¢ 

Mr. Core. Yes. 

Senator Kem. Would you regard them as reputable grainmen ¢ 

Mr. Cote. Yes, I would. They are mill operators. 

Senator Kem. Would you be surprised to know that they would 
have been interested in a contract like this whereby they could delay 
delivery beyond the date of the contract? 

Mr. Core. Well, I do not know. As I told you yesterday, I have 
not studied that report. I suppose they would all be interested, and 
they all knew what we were doing, and they all had a chance to make us 
offers, as I said. 

Senator Kem. Did they have a chance to make that kind of a deal ? 
That is what we are talking about, not the selling of the grain, but 
selling it to you at a cash price and then deferring delivery for sev- 
eral months in the future. That is what we are talking about. 

Mr. Core. I do not know whether they inquired about that or 
whether we told them we wanted them to offer that way or not. 

Senator Kem. Do you not know that you did not—do you not know 
that you did not tell any other grain people ? 

Mr. Corr. Senator Kem—— 

Senator Kem. That you were making that kind of a deal? 

Mr. Cote. We have a big office up there and I have about six buyers. 
I did not buy any of this wheat. Those men are buying all of the 
time. I donot know whether they told them or not. 

Senator Kem. Let me ask you this: Do you not know that they 
did not # 

Mr. Cote. No, I do not know they did not. 

Senator Kem. All right. Then Mr. Ness and Mr. Hicks. They 
say that they would have been interested. Do you know Mr. W. L. 
Brisley, vice president of Russell-Miller Milling Co. ? 

Mr. Core. Yes. 

Senator Kem. Would you say he was a reputable grainman? 

Mr. Corr. Yes, I would. 

Senator Kem. And he would apparently have been interested. 

Do you know E-. S. Ferguson, president, Kellogg Commission Co. ? 
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Mr. Corte. Yes; I think I do. 

Senator Kem. Mr. H. C. Ewing, comptroller, Kellogg Commissio: 
Co. ¢ 

Mr. Coin. No, I do not believe I know him. 

Senator Kem. Mr. R. H. Hegman, manager of the Atlantic Elevator 
Co. ¢ 

Mr. Core. Yes; I think I know him. 

Senator Kem. Ralph C. Bagley, president, George C. Bagley Eleva 
tor Co.? 

Mr. Core. I do not know him. 

Senator Kem. Would you consider that you do know they are repu 
table grainmen ? 

Mr. Corn. Yes, 1 would, but some of those men are commission 
merchants. Some of those people do not deal in the same kind of 
business that Cargill operates in. 

Senator Kem. Do you know Allan Q. Moore? 

Mr. Coxe. He is a miller; yes, sir. 

Senator Kem. And Mr. Adomeit, grain executive of Pillsbury / 

Mr. Coxe. I do not know him. 

Senator Kem. James F. Mullin? 

Mr. Core. Yes, I know him. 

Senator Kem. Do you know a John Stevens, of General Mills? 

Mr. Cote. No, I do not. Do you mean Don Stevens‘ 1 know him 

Senator Kem. Is he a reputable grainman ? 

Mr. Coxe. Yes, sir. 

Senator Kem. Well, now, did you advise any of them that you were 
going to make this kind of a deal, that you were going to buy grain 
at the cash price, and then you were going to defer delivery by an 
amendment to the contract to a future date ¢ 

Mr. Corie. I do not know that we did, no, sir. I do not know if 
any of my buyers made that offer to them or not. 

Senator Kem. Do you know any other grain firm besides Cargill 
that you did make that offer to? 

Mr. Corr. As I told you yesterday, I have discussed this matter 
with a number of grain concerns, not once, but many times, as to 
whether or not they could make this kind of a deal and transport the 
grain for us from the lake head to the seaboard, and they have told 
me they cannot, that they cannot meet the Cargill competition. 

Senator Kem. That is not the question. The question I asked you 
was, Did you advise any other grain firm that you were willing to buy 
grain at a cash price and defer delivery for several months in the 
future ¢ 

Mr. Cote. Senator Kem, I could not answer that without looking 
at my records. 

Senator Arken. The other 14 or 15 million bushels, were they all 
delivered, shipped, before the middle of May, that you bought ? 

Mr. Cote. I would have to look at my records, Senator. I came 
down here without my records. I think considerable of it—— 

Senator Arken. Is it your recollection that it was shipped before the 
water transportation season opened ¢ 

Mr. Coie. Yes, I think it was. We were shipping some, I think, 
from Minneapolis by rail. Of course, that is more expensive. 

Senator Aiken. The only reason for making the deal with Cargill 
would, of course, have been to get the lower cost of water shipment, 
would it not ? 
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Mr. Core. Yes. 

Senator Arken. I wonder if the purchases made from the other 
companies 

Mr. Coie. We did ship—— 

Senator Arken. Were made before navigation opened ? 

Mr. Corr. My recollection is, Senator Aiken, that we shipped some 
by rail at a cost of about 30 cents as against the Cargill contract of 
about—that was all-rail—for about 20. 

The Cuarrman. I think you agreed to furnish that information 
for the committee. 

Mr. McArruour. Yes. 

Mr. Coie. We are working on that. 

The Cuatmrman. The information to determine the amount of wheat, 
in fact, how the purchase of the 25 million was distributed. 

Mr. Coxe. Yes, sir; you are right. 

The Cuamman. Particular!y with reference to any wheat bought 
in January for April shipment, let us say, when the water opened up. 

Mr. Coxe. Yes, sir. 

Senator A1rken. And determine how it was shipped. 

Mr. Coir. We will do that. 

Senator Arken. You can determine that and tell us how it was 
shipped ? 

Mr. Core. Yes. 

The Cuarrman. It may be possible that quite a bit of wheat was 
bought in January and February on a cash basis, but not to be de- 
livered for shipment until April 15; is that possible? 

Mr. Coir. That was possible, but if we were, as Mr. McArthur has 
pointed out, and I recall that we were quite concerned at that time 
in getting that wheat down there, and it might be that we bought 
some of that wheat early and shipped it by rail. 

The Cuarman. Anyhow, you will give us the details about that ? 

Mr. Core. Yes, I will. 

The CuammMan. So that we can find out exactly? 

Mr. Core. I will. 

(The information referred to was entered as exhibit No. 75.) 

The Cuatrman. Are there any further questions? Is there any- 
thing else ¢ 

Mr. McArruer. No. 

The Cuarrman. Thank you very much. 

We will stand in recess until Tuesday morning at 10 o'clock. 

(Whereupon, at 4:30 p. m., the committee recessed, to reconvene 
at 10 o’clock, Tuesday, May 13, 1952.) 
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TUESDAY, MAY 13, 1952 


Untrep Srares SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The committee met, pursuant to recess, at 10: 10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) 
presiding. 

Present: Senators Ellender (chairman), Aiken, Kem, and Mundt. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The Cuamman. The meeting will please come to order. 

The first witness this morning is Mr. Prichard. Come forward, 
please, Mr. Prichard. 

Senator Kem. Mr. Chairman, before we start taking testimony. 
I would like to discuss with the chairman and the other members of 
the committee that are here the plans of the committee. I would like 
to know exactly what we have in mind doing. 

The CnamrMan. I propose to have an executive session of the com- 
mittee after Thursday. 

Senator Kem. After Thursday ? 

The Carman. I mean Thursday morning. 

Senator Kem. I would like to say for the record that I think there 
are quite a number of very important matters that should be inquired 
Into. 

The CuatrmMan. Does the Senator know which ones? 

Senator Kem. Yes. 

The CuatrMan. Has he furnished them to and checked with Mr. 
Cotter ? 

Senator Kem. I have talked to Mr. Cotter and would be glad to 
outline very briefly the information to the chairman and anybody 
else that is interested, as to what I have in mind. 

The Comptroller General, Mr. Warren, advises me that the General 
Accounting Office has investigations under way or completed in St. 
Paul, Denver and Atlanta, Minneapolis and Chicago, and also an 
important Michigan food-processing case. 

I think that our experience with the General Accounting Office 
investigations in the past in this committee has shown that they do not 
waste any time, and when they come up with anything it is well worth 
hearing. It is my feeling that it would be a great mistake to close 
these hearings without giving the General Accounting Office an ample 
opportunity to testify as to each of these cases. 
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Then I have noted that we have not been into me Yommodity Cred 
offices in San Francisco, Portland, Kansas City, or New York. Noy 
there is ample reason to believe that there is dati Ft able of interest 
in each of those offices 

We have touched very lightly on the situation in Dallas, and ce: 

tainly our very cursory and preliminary survey indicated that ther 
was “gold in them thar hills.” 

Then we have the reported leak to the trade in the sale of lard in 
Chicago. That isa case that ought to be inquired into. 

Then we have the California rice-fr: aud case. I understand that 
the De ‘partment of Sadie is now either about to prosecute or is about 
to present to a grand jury there a fraud case involving $731,000 i; 
the sale of rice. I do not know exactly what the details of that are. 

The Cuatrman. We have had it here for 3 or 4 days, Senator. 

Senator Kem. I think there is more to be said and more to be found 
out about that case. If it is all in the record, I will be glad to examine 
the record. 

The Cuamman. We have had it. 

Senator Kem. I know Mr. Fred Entermille’s testimony, but I think 
that there is other—at least my conversation with Mr. Cotter leads 
me to believe that there are other details and facets of that case that 
are of public interest that have not been yet brought to the attention 
of the committee. 

The Cuamman. Do you not think the fact it is being handled by 
the Department of Justice is sufficient? We cannot prosecute those 
cases here. 

Senator Kem. No, Mr. Chairman. I know that view is frequently 
suggested, but I utterly disagree with it. There have been too many 

cases that have gone over to the Justice Department and never again 
seen the light of day. Their capacity over there for absorbing info 
mation is unlimited, but their capacity for doing something about it 
is not quite so apparent in many cases. 

The Cuarrmman. Senator, I have been laboring with this committee 
now for 5 weeks. I have been here every day that we have had hear 
ings and I have often sat alone, and I do not propose to continue 
that. If we are to have hearings, I want everybody around here so 
that they will make the same sacrifice that I am making. 

I am on the Appropriations Committee, and I have in the past 
been a very active member of that committee. Up to now I have not 
attended as many as five sessions of the Appropriations Committee 
since these hearings started. 

Senator Kem. I appreciate very much—— 

The Cuarmman. I thought that by touching the high spots, that was 
what we intended to do from the beginning, that would suffice. It was 
not my understanding that we would go into every little case - 
make it cumulative, just to keep it be fore the public, and as far as | 
am concerned I am not going to be a party to it. 

Senator Kem. I appreciate very much the very diligent attention 
the chairman has given to this matter, and no one 3s more appreciative 
of it than I. But at the same time it does not seem to be necessary 
that the chairman be here at every meeting. There are other mem 
bers of the committee—— 
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The Cuarrman. I have tried to get others to handle it, but they 
are all busy. 

Senator Kem. Well, the able and distinguished Senator from Ver- 
mont has been long a member of this committee—— 

The Cnatrman. Senator Aiken and I have been here almost every 
day. 

Senator Kem. And he is fully capable of presiding. I think perhaps 
there are other members also. 

Senator Arken. Mr. Chairman, with regard to Mr. Entermille, who 
testified here the other day on that price deal, I do not think we are 
so interested in what the Department of Justice is doing in the suit 
against the rice company, I think that we should be interested in the 
attitude of the Department toward Mr. Entermille, because he cer- 
tainly told conflicting stories in considerable number before this com- 
mittee. 

The Cuarmman. That is right. 

Senator A1xen. His stories could not all have been truthful. He 
said he was confused, I believe, and I think perhaps he was. Maybe 
he should write down his story the next time so he will tell the same 
one every time. 

The Cuatrman. I grant that. 

Senator ArkeNn. The attitude of the Department toward Mr. Enter- 
mille is of concern to us. 

The Cuatrman. That is why, after discussing with our chief in- 
vestigator what we were going to do, we decided to go over the cases 
that he was prepared to present to the committee—all the important 
ones. 

Senator Arken. Yes. 

The Cuatrman. Then when that was concluded we would call in 
Mr. Brannan and ask him point-blank various questions as to the 
evidence that has been developed. 

Now, after all that is done, it was my idea to have an executive 
session of the committee so as to get a complete briefing from Mr. 
Cotter as to other matters that were in the process of investigation and 
find out or get advice from him as to what he thought we could do in 
proceeding further. 

That was my idea. 

Senator Kem. Now, Mr. Chairman—pardon me. I did not mean to 
interrupt you. 

The Cuarrman. That is the course that I hope to follow. 

I kept you advised, Senator Aiken, right along. 

Senator Arken. Now, as to procedure, I think it has been about 6 
weeks that the Senator from Louisiana and I have had our noses to 
the grindstone. 

The CuarrMan. Just about. 

Senator Arken. It is getting very wearing indeed. We have until 
June 30 I believe 

The Cuatrrman. That is right. 

Senator Arken (continuing). To make a report. We have some 
unanswered questions still out. We are to get a report on the total 
amount of conversions, which thev are collecting. 

The Cuarrman. That is being done. 
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(The information referred to is as follows :) 


Exnisir No. 79 


a. Shortage cases referred to Department of Justice (previous 5 years) 


: , Cases referred to D 
( <eS Vv , Ht 
Total . 7 , court partment of Justic: 


not yet in court 
Commodity 


——— - —}| ——— 
| 


| Num- | | Num- | Num- 


Amount! Amount! Amount 
ber | ber ber 
} I 


Crrains . 5, 399, 865. 51 2 $4, 658, 627 $741 
Dry edible beans i , 315, 45: 1, 315, 452. I : 
Peanuts 5 | 2, 533. 11 | 6, 136 

Flaxseed , (?) 


Total . A }, 727, 851. 28 3 5, 980, 217 3% 747, 634 


! Book value of shortage not recovered as of May 8, 1952. Book value of shortage is usually less t 
amount of CCC claim which is based on highest market price of converted collateral between date « 
version and date of filing claim 

? Shortage eliminated 

? Includes 2 cases in connection with which Department of Justice has decided not to bring crir 
action. Shortage was recovered without court action 

‘Includes 2 cases for which grand jury found no true bill. Shortage was made good without 
action 


b. Shortage cases with possible implications of conversion not yet referred to 
Justice Department (previous 5 years) 


j 
Number | 
of cases | 


Commodity Amount 


Grains 
Dry edible beans 
Peanut 
} 


laxseed 


) 


shortage not recovered as of May 8, 1952. 
Shortage cases under investigation (previous 5 years) 


Number 


Commodity of cases 
ases 


Grain . 
Dry edible beans 
Peanuts 


Flaxseed 


Total 


1! Book value of shortage not recovered as of May 8, 1952. 
3 Includes 4 cases with shortage undetermined and 1 case with shortage eliminated. 
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d. Value of warehouse shortages (previous 5 years)—Court action cases 

Grain: ; Dollars * 
Bryan Farmers Co-op Grain & Supply Co 111, 157. 43 
Burt Grain Co___-__- Z x aed 43, 326. | 
REE AE Se en A ae .- 118, 781. 96 
Beasley Mills____~- . os PES silitatantea 36, 389. 
Honneger-Hanley Mills, “Ine nollie ts 9, 695. 
Kasbeer Farmers Elevator Co., Co- op (*) 
Kingston Farmers Exchange, Ine ae = a : 106, 560. 
Midwest Grain Company, Inc- ieee“): © : ee . 4, 908. 
Spellman Feed & Grain Co__..-----~-~_- : ; 254, 558. : 
Spurgeon’s Elevators__._.....__ ~~ 31, 975. 
Sycamore Mill & Supply Co__----~--~- ee AEE 266, 068. 55 
,, 2. ea Pn - WE 166, 267. 92 
Walton & Myers____~- = 345, 275 
Wall: ice Grain & Supply Co 13, 765. 
E & S Bonded Warehouse & Union Feed Co., _ 151, 620. : 
Everett Grain Co ieiastalts 269, 966. 6 
Henderson Grain & Seed Co 762, 434. ¢ 
Meekins Warehouse & Storage Co “ig 
Plains Grain & Storage Co., Inc. ----- 394, 218. - 
Shannon Elevator 7 850, 000. 
Alishouse Grain Co__- ms 200, 612. 6 
Farmers Co-op Manufacturing & Mercantile Corp 11, 182. 13 
NT 9p SPEER 129, 602. 28 
EE IE RE ST re Le : 16, 112. § 
Schroer Grain Co__- mir ‘ eats 73, 114. 
Tonganoxie Elevator Co , 12, 562. 37 
OM OS RE a ee 54, 138. 56 
Page Milling Co 
Lemoore Grain & Feed Co 224, 340. 08 


Sa 


eer 4, 658, 627. 79 


Beans: 
EE SE ae ee ns aN 342, 304. 
Page Bean & Warehouse Co__. i , 57, 479. 7 
Robinson Produce Co_ 34, 103. ! 
Tanners, Ine__-__- ; * 881, 564. 25 


<a 


Peanuts: Charles Ray Warehouse 
Flaxseed : 
Deward Milling Co- 
Shelton F. Reece Elevator 
1 Book value of shortage not recovered as of May 8, 1952. Book value of shortage is 
usually less than amount of CCC claim which is based on highest market price of converted 
collateral between date of conversion and date of filing claim. 
? Shortage eliminated. 


Senator A1kEN. We are supposed to get a report on the total amount 
of deterioration which they are also getting. 
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(The information referred to is as follows :) 


. 
oxHisit No. 80 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington, D. C., July 2, 1952 
Hon. ALLEN J. ELLENDER, 
United States Senate. 

Dear SENATOR ELLENDER: During the course of the hearings before your com 
mittee on the storage activities of Commodity Credit Corporation and related 
matters, the question of losses through deterioration has been raised on a number 
of occasions. This letter is written in an effort to clarify the different problems 
and to put into the proper prospective our losses from shrinkage, deterioration 
and spoilage. 

In general, the problem of deterioration of CCC-owned commodities in storage 
falls into three classifications, as follows: 

(a) Deterioration of commodities stored on a commingled basis, warehouse 
man responsible. 

(b) Commodities stored on identity-preserved basis, warehouseman not re 
sponsible if he exercises due care. 

(c) Commodities stored in bins owned by CCC. 

Under contracts for storage of fungible commodities on a commingled basis, 
CCC ordinarily suffers no direct loss as the warehouseman is responsible for 
deterioration. There are, however, a few exceptions. When the grain elevators 
and their contents at Kansas City were damaged by the unprecedented flood of 
the Kaw River last year, this was held to be a situation beyond the control of 
the warehousemen and one under which CCC and the other owners of the grain 
stored in.the elevators would have to bear the loss. There have also been a few 
cases where the warehouseman has not had sufficient assets, including bond coy 
erage, to meet his liability for grain shrinkage and deterioration, and CCC has 
suffered a loss which under its contract was supposed to have been borne by the 
warehouseman. These situations are, however, exceptions to the rule and the 
losses involved have represented only a minute fraction of the total values of 
the commodities stored on a commingled basis. 

The more serious problems of deterioration from the standpoint of CCC 
arise in connection with commodities which are stored on an identity-preserved 
basis where the warehouseman is not responsible for shrinkage and deteriora 
tion losses unless he is negligent. Your committee has inquired into several 
cases where this situation was involved. We are endeavoring to reduce to a 
minimum the number of contracts under which we will store grain on an identity 
preserved basis. We will, however, be forced to use identity-preserved contracts 
to a limited extent for grains in the future and there are some commodities such 
as dry beans and peas and seeds which as a trade practice are stored identity 
preserved and which have in the past and will in the future have to be stored 
by CCC under this type of an arrangement. 

Our staff has prepared and there is transmitted herewith a list of the bad 
deterioration cases. This list which is marked “Attachment A” contains 47 
cases where the deterioration and shrinkage losses to be borne by the warehouse- 
man or by CCC amount to $3,881,467.01. This list was prepared from informa- 
tion transmitted from the eight PMA commodity offices and is limited to cases 
in which the deterioration and shrinkage involves a loss of more than $5,000 
There are, of course, a number of other cases not reported where losses of less 
than $5,000 are involved which have not been reported to Washington but are 
settled by field offices under general instructions approved in Washington 

It is not possible to determine from the official accounts of CCC the loss 
which it suffers through deterioration of commodities in its inventory. This 
follows from the fact that the official accounts reflect the investment, plus carry 
ing charges in commodities and they also reflect the sales price of commodities 
sold. However, since the market for the agricultural commodities which we 
handle is seldom static there is usually an increase or decrease in the market 
price of the commodity between the time we acquired it and the time we dis 
posed of it. This change in market value must also be taken into account i! 
order to get an accurate measurement of the cost of deterioration of commodities 
in storage. As an illustration, we may show a profit with respect to a commodity 
but at the same time our profit would have been larger if there had been n 
deterioration. 
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We are able to arrive at what we believe is a fairly accurate calculation of 
deterioration losses from statistical records which we maintain of our sales. 
Kach month CCC issues a price announcement showing the prices at which it 
will sell commodities for use in the domestic market or for export. For some 
commodities the export price is less than the price if the commodity is to be 
used domestically. The domestic price for storable commodities is not less than 
the statutory minimum of 105 percent of the current support level, plus carrying 
charges. We keep a record of the amount of commodities sold pursuant to this 
price announcement and the amount realized therefrom. We also have records 
of the amount of commodities sold at prices less than the announced sales price 
because they had either deteriorated, or were in danger of deteriorating. 

In the period from January 1, 1951, through April 25, 1952, we sold 31,958,288 
bushels of corn in the domestic market at prices less than the monthly announce- 
ment. This corn was deteriorated or considered not to be storable. The 
amount realized from the sale of this amount of corn was $49,001,420. if 
it had been possible to obtain the same unit price for this corn that we obtained 
for the corn solid pursuant to the price announcement, we would have received 
$52,411,000, or $3,349,700 more than was actually realized. One further factor 
must be taken into account in this calculation. Much of the corn sold by 
OCC on a price-announcement basis is sold in store without the payment by 
CCC of any freight charges. On the other hand, much, but by no means all, of 
the corn sold on a deteriorated basis is shipped to terminal markets. After 
discussion with representatives of the Chicago office in which area most of 
our corn is stored, it has been estimated that we spend on the average 5 
cents per bushel more in the shipment of the deteriorated corn than we do 
on corn which is sold pursuant to the monthly price announcement. Taking 
this factor into account, we concluded that our previously calculated loss 
of $3,349,700 should be increased by $1,600,000 and we arrive at a total loss 
of $5,949,700 from corn deterioration in the period from January 1, 1991, 
through April 25, 1952. On the basis of similar calculations for other grains, 
we found that in the same period deterioration losses were much less than 
for corn, amounting to slightly less than $800,000 for wheat, oats, barley, and 
grain sorghums. Some of these losses have occurred in elevators where the 
grain has been stored on a commingled basis and have been or will be re- 
covered from the warehousemen. We do not have a ready measurement of 
the proportion of this 56,800,000 loss which will be borne by CCC and that 
portion which will be borne by warehousemen. However, in view of the 
fact that our inventory as of January 1, 1951, plus our acyuisisitons of grain 
since that date have had a book value of approximately $1,800,000,000, it is 
evident that our realized losses through deterioration amount to less than 
one-half of 1 percent of the value of the commodities stored in this period. 
The computations referred to in this paragraph do not include shrinkage 
losses. Shrinkace losses are present in practically every grain-storage operation 
but may be substantially increased when deterioration takes place. 

In accordance with the request of Mr. Cotter of your staff, we reported to 
you the names of all counties in Illinois and Iowa in which all CCC stocks 
of corn which had been stored in bins had been disposed of. Mr. Cotter 
then selected two counties and requested that we submit a detailed report 
of our losses from deterioration and shortage in the bin site operations in these 
two counties. The counties which he selected were Douglas county in Illinois 
and Marshall-Putnam in Illinois. The latter constitutes two counties which 
are for the purposes of CCC bin site operations considered as one unit. In 
order to arrive at a fair percentage of loss caused by deterioration and shrinkage 
in these bin site operations we evaluated the corn loaded into the bin sites 
and loaded out on a standard cost basis as follows: Nos. 1 and 2 corn, $1.85 
per bushel; No. 3 and No. 4 corn, $1.80; No. 5 corn, $1.77; sample, $1.70: 
screenings and flooded corn, 50 cents per bushel. These prices are approximately 
the amounts received for the various grades of corn when actually sold and 
by valuing the corn in and out of the bin site at the same unit figures, the 
rise in market price which occurred while the corn was in storage is eliminated 
from consideration. If this were not done, we would probably show a profit 
on the operation rather than arrive at the deterioration losses which we were 
attempting to calculate The details of these calculations are shown on 
attachments B, C, and D 

In view of the fact that some shipments of corn in Marshall-Putnam Counties 
were received from other bin sites with no grade determination and some was 
loaded out with no grade determination, we have used in valuing this corn 
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the average value of all graded corn loaded in and of all graded corn loaded 
out. Our preliminary results show a 3.7 percent loss due to deterioration and 
shrinkage in Douglas County and a 4.46 percent loss for deterioration and shrink 
age in Marshall-Putnam Counties. 

The grades reported in our tabulations are grades determined at the time 
the corn was loaded out. Since much of the corn was shipped to termina! 
markets for sale, we have checked on grades at that point to determine 
whether further deterioration in transit occurred. For Marshall-Putnan 
Counties there was no significant variation on the average between grades 
as determined in the country and at terminal. A check of the records of 5 
bin sites in Douglas County which contained 399,000 bushels of corn revealed 
that when the corn was shipped out on the basis of country grades there were 
33 cars of sample corn, 2 cars of No. 3 corn, and 1 car of No. 4 corn, with al! 
remaining cars grading No. 2 or better. On the other hand, when this cor: 
reached terminal market 11 cars graded sample, 6 cars graded No. 3, 2 cars 
graded No. 4, and 1 car graded No. 5 with the remaining cars grading No 
2 or better. This represented a substantial improvement in transit rather 
than a further deterioration. We believe the explanation of this is that 
most of the sample corn was so graded because it had a musty odor and it 
is possible that in handling and shipping this corn there was sufficient aeration 
to eliminate this odor. In any event, for these five bin sites more than one 
half of the apparent deterioration was eliminated by the time the corn reached 
the terminal market. It is regretted that there has not been sufficient time 
to check out all of the bin sites in this county on a terminal market basis. 
However, from our experience from 5 out of 16 bin sites in Douglas County, 
the evidence indicates that our loss from deterioration and shrinkage instead 


© or 


of being 3.7 percent has only been about 2.25 percent. 

We do not regard our experience in Marshall-Putnam Counties as typical, for 
the reason that a bin site there was flooded and we found it necessary to sell 
10,308 bushels of wet corn at 50 cents per bushel for the manufacture of commer- 
cial alcohol. This flood also damaged other corn causing it to be of lower grade 
and may have increased our shrinkage losses. If the flood had not taken place 
in the Marshall-Putnam area, we are able to show that our percentage of loss 
due to deterioration and shrinkage would not have exceeded 3.5 percent and we 
even believe that it would have been less. 

We have also emptied all of the bin sites in a number of counties in Kansas. 
Our losses there through deterioration have been negligible and those due to 
shrinkage average 0.748 percent. We would not contend that our over-all results 
will be this good inasmuch as corn in Kansas is likely to be drier than the average 
for the Corn Belt and to store better. We believe that our over-all results from 
in-site operations will show shrinkage and deterioration losses of somewhere 
between 144 and 3 percent depending on how early we are able to empty our bins. 

We are instructing our accounting and operating people to devise a better 
method for cost accounting for bin-site operations. We believe that all elements 
are properly recorded at the present time except accurate evaluation of shrink 
age and deterioration losses. 

One of the more serious problems with which we have been confronted is 
deterioration while in storage is in connection with dry edible beans. Our chief 
difficulty has been with beans produced in New York State and in Michigan. 
Western beans, because of their low moisture content and the drier condition 
nnder which they are stored, have kept better and have not presented anything 
like the problem that we encountered in connection with beans produced in the 
eastern half of the country. 

Losses from deterioration of the 1948—49 red kidney beans began to occur about 
July 1950. Sales of sample-grade beans were made as promptly as possible after 
the condition was discovered in order to prevent further deterioration and to 
save storage costs. Our records indicate that 487,417 bags of red kidney beans 
from these two crops lost grade and were sold at a loss which averaged $3.68 
per bag below the market price. (See attachment BE.) This loss was due to 
loss in quality alone and does not include losses due to storage, handling, : re 
conditioning, ete. When spread over the whole inventory for July 1950, our 
losses average $1.77 per bag or about 17.7 percent of the total value of the 
inventory. Losses of pea beans and cranberry beans handled by the Chicago 
office are estimated to be approximately one-half of the loss encountered in our 
red kidney bean operation. This means that our loss there would approximate 
9 percent of the value of the inventory. On the other hand, because deteriora- 
tion with respect to western beans has been limited almost entirely to an occa- 
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sional drop in numerical grade it is not considered that we have a significant 
problem in that area. 

Our experience bas demonstrated that it is not easy to predict losses from 
deterioration and shrinkage. Our experience has included heavy losses from 
deterioration of corn stored in converted oil tanks in Illinois but little deteriora- 
tion on wheat stored in converted oil tanks in Texas. These operations were 
conducted by grain firms with many years of experience. We stored corn with 
the Midwest Storage & Realty Co. at Camp Crowder, Mo., and experienced prac- 
tically no deterioration. On the other hand, wheat and grain sorghums stored 
at this same former camp by the V. M. Harris Grain Co. showed very substantial 
deterioration. Some people with experience in grain storage warned us that we 
might encounter serious difficulties in attempting to store wheat and other grain 
in dead storage in the reserve fleet in the Hudson River. It turned out, how- 
ever, that our loss due to grade changes and shrinkage while the grain was in 
store in the reserve fleet was, when calculated on a percentage basis, negligible. 
These are only a few of the examples of the difficulty of predicting storage and 
deterioration losses that could be cited. 

The following is a summary of steps which we are takeng which will in our 
judgment tend to reduce our losses in the future from shrinkage and deteriora- 
tion: 

1. We have completed several research projects and have others in process 
which are designed to develop better methods for storing grains in CCC-owned 
bins. Some of the results of this research are already being put into practice. 

2. Instructions recently issued provided for an inspection at least twice a year 
of all grain stored with commercial warehousemen. 

3. Our policy is to make minimuin usage of identity preserved contracts with 
commercial warehousemen. To the greatest extent practicable we will store 
grain on a commingled basis where the warehouseman is fully responsible for 
the condition of the grain and can freshen his stocks from time to time. 

4. Commodity Credit Corporation will avoid, unless no suitable alternative is 
available, utilizing marginal-type storage facilities which were not originally 
erected for grain storage. Since the beginning of the trouble in Korea, we have 
followed the policy of evacuating former defense facilities and at the present 
time this evacuation has almost been completed. 

We have made one suggestion to your Committee for a change in legislation 
which we believe if adopted would eliminate some of our deterioration problems. 
We requested authority to sell storable commodities at the market price even 
though this would be less than 105 percent of the support price plus carrying 
charges, provided we replaced the commodities sold by corresponding open-market 
purchases. This would permit freshening of inventories and avoid accumula- 
tion of old stocks subject to deterioration. If we had this authority it is doubt- 
ful that we would ever find ourselves with 4-year-old dry beans in inventory. 

Sincerely yours, 
Lionet C. Horm, 
Acting Administrator. 
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ATTACHMENT A 


Grain deterioration cases—Value of quality deficiency and shortage (uncollecte, 
as of May 20, 1952) 


Value of quality deficiency and shortage ? 


Warehouse ! 
. Referred to Referred to 


regional Department 
attorney of Justice 


Court actio 
initiated 


nder inves- 
tigation 


Adams Grain Co $47, 601.63 
Austinville Elevator 19, 842. 55 
Bertrand Cooperative Exchange 
Cape County Milling Co 16, 859. 82 
Cargill, Inc. (Illinois, Iowa, and Ohio 902, 059. 31 
Cargill, Ine. (New York) $380, 402. 74 
Chebanse Grain & Coal Co , 110. 66 
Dannen Grain & Milling Co . 45 
Farmers Cooperative Grain & Mercantile Co 26, 422. 46 
Farmers Cooperative Manufacturing & Mer 
cantile Association 
Farmers Cooperative Co. (Dike, Iowa) 
Farmers Elevator Co., Inc. (White Deer, Tex.) 
Galveston Wharves, elevator B 
Guetersloh & Cameron Grain Co 
V. M. Harris Grain Co 
Hollingsworth Mill and Elevator 
Industrial Storage C« 
International Milling Co 
Keith Grain & Storage Co 
Kirby Elevator, In 
Litehfield Grain Co 
’. A. Litwiller Lumber & Grain Co 
Locust Point Elevator (B. & O. R. R 
Mansfield-Ford Grain Co 
Maroa Farmers Cooperative Elevator Co 
Michigan Processed Foods 
Monroe Grain & Supply Co 
Moundridge Cooperative Elevator Association 
Murphy Grain & Milling Co 
James F. Parker Elevator 
Peterson Grain Co 
J.C. Phillips Co 
‘lains Grain Co 
Porch Grain Co 
Pratt Food Co 
Princeton Wareh« 
Ralston Grain Co 
Roberts Enterprises 
Roberts Seed Co 
M.D. Schutes 4 
ern Grain & Storage Co 
Mil r& Peanut Co 
Cooperative Elevators 


ATTACHMENT 


ipts and wit ral ( ’ storage 
1952 


las County, 
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1TTACHMENT B—Continued 


Summary of corn receipts and withdrawals to and from CCC 
tures—Douglas County, 1U., September 1949 to June 1952 


County total withdrawals: 
No. 1 Yellow 
No. 2 Yellow _— 
No. 2 White 

No. 3 Yellow 

No. 4 Yellow 

Sample Yellow 

Sample White 

Discarded (no sale value) 


Total withdrawals ; ae 7 


Net county shortage ‘ easel 


1 This net shortage is .06932-+- of the total receipts in Douglas County 
ATTACHMENT C 


from 
1949 to June 


and 
ber 


withdrawals to 
Counties, Septem 


Summary of and 
tures—Marshall-Putnam 


corn receipts 


County 
No. 
No. 
No. 


total receipts: 
1 Yellow. 
2 Yellow 

8 Yellow...... 
No. 4 Yellow__- 
No. 5 Yellow __- - Saitnaiaaetiaaiamiid 
None—receipts from other sites__ 


Total receipts 
Overage - 


Total —— 


County total withdrawals: 
No. 1 Yellow 
No. 2 Yellow...-- 
ty 
No. 4 Yellow... .__-- 
No. 5 Yellow_--- 
Sample Yellow__-- 
Screenings slain = 
No grade—moved to other sites_- 
No grade—trackloaded_-_- seiidlinone 
No grade—no sale value—dumped__-_-_. an 
Off-grade corn sold to Commercial Solvents Corp., Peoria, Ill 


Total withdrawals 
Shortages 


Total 
Net county shortage 
Overage — 


‘ This net shortage is 1.34 of the total receipts in Marshall-Putnam Counties 


Note Four sites in this county not empty 


storage 
Continued 


cece storage 


1669 


struc 


276, 405. 94 
531, 197. 83 
1, 455. 36 
51, O89. 18 
5, 483. 39 
487, GOO. SZ 
951. 61 

78. 75 

354, 330. 83 


0%, 454. 04 


atruc 
1952 


Dotlare 
527, 548. 16 
315, 918. 65 

770. 54 
934. 82 
028. 21 
46, 871. 15 


Si, 571. 53 


S3. SO 


892, 655. 33 


135, 727. 23 
228, 256. 26 
OS, O96. DO 
85, S34. 54 
34, 997. 31 
46, 351. 61 
5, 910. 46 
3, 563. OS 
109, 6038. 52 
2, 102. 71 
10, 308. 68 
S80, 761. 30 
11, S94. 08 


892, 655. 33 
711, 894. 08 
S3. SO 


therefore not included in this report 
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ATTACHMENT D 


Computation of percentage of loss, based on cost value, due to shrinkage and 
deterioration of corn stored in CCO storage structures, Douglas County and 
Marshall-Putnam Counties, I11., September 1949 to June 1952 


Douglas County Marshall-Putnam Counti: 


Bushels Rate Value Bushels Rate Value 


Cost value of loadings into the bins: | 

No. 1 Yellow 527, 548.16 | $1.85 $075, On4 
Yellow 3: $2, 509, 051.14 | 315, G18. 65 1. 85 5R4 44 
Vhite 2, 390. ¢ 5 4,423 d 
“ellow 3, 97 ) 7, 147. 82 | 770. § a0 l 
“ellow ; 2, 122. 3! ¥G4. & SO | 1, 
NO. Tellow 528. 3 77 
No grade received from other 

sites ne ——— 46, 87 5 |11. 8498 

Overage | ; : 8498 | 


9 
2 
3 

:4 


\ 
Y 
Y 
Y 


Total ‘ 7 522, 5 S92 


Value | | 
No sllo 5 511, 347.2 135, 727 
5 228, 
No f 
No. 3 Yellow . s YS, O96. 
No. 4 Yellow 5, . 85, 834. 5 
No. 5 Yellow 34, 997 
Sample Yellow 7, 7 28 $4 46, 351 
Sample White : 
Screenings = 2 5, 910. 
Off grade sold to Commercial 
Solvents Corp., Peoria, Ill 10, 308 
No grade moved to other sites 33, 563. 08 (21 
No grade track loaded " 199, 603. 5? 21 
Dumped | 5 saiiet 2, 102. 71 
Shrinkage ast f 11, 894. 03 
Total PAE 7 7 2, 420, 241.3 892, 655. 33 
Value of loss, account of deteriora- 
tion and shrinkage 
Percentage of loss 


! Computed average of all graded corn loaded into the bins 845,700.38 bushels valued at $1,564, 
2 Computed average of all graded corn loaded out, 629,272.85 bushels valued at $1,145,205.68 
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ATTACHMENT E 


Estimated loss from quality deterioration of 1948 and 1949 crop red kidney beans 


Inventory July 1950: 100-pound bags 
1948 crop_- 670. 131 
1949 crop__- 343, 564 


Total 1,013, 695 


Quality loss sales 


Quantity sold) Market | Unit loss 


Sale price | price grade 
No. I 


100-pound bags 
1950—July - 4, 890 | 
August : 1, 600 | 
1, 600 | 
800 
SOO | 
2, 400 
S50 
SOO 
000 
, 000 
October seed =! , 595 | 


, 327 | 
SOE cinctiveinecndenesetescdl , 635 | 
, 514 | 
December. _..... f 119 | 
, O44 
729 
403 | 
, 600 
500 | 
1951— January - -- ecentinanihiin ‘ 3, 000 | 
, 000 
3, 920 ee. 
February ...._. ini 5, 737 2 10. 3 
565 " a 
May eatiendtincde S49 5. 9.35 | 
Decem ber : i , 004 3. 8 11. 50 
1952— January ate ‘ s, 536 3. 11. 50 
[| span 360, OOO g 15. 50 


, ORD 
, 67 
, 000 


D2 FO 38 OF OO ee ON DONO OO OO OO ee 
2 g > 4 TS) wo - we @rw ¢ ot 


ee ‘  . . Average 3 , 792, 604. 86 


1 Export list price. 
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Exursit No. 80-A 
SUMMARY OF GAO INTERIM REPORT 


1. The Chicago commodity office guaranteed Cargill, Inc., $612,500 for 1 
privilege of using storage facilities during a l-year period, from Septembe: 
1949, to October 1, 1950, whether or not the facilities were utilized. Negotiati: 
for this contract apparently originated in the office of Elmer F. Kruse, manag: 
ccc. 

2. This agreement was unusual because it guaranteed a stated dollar amou 
as minimum earnings. The Chicago commodity office paid Cargill $612.500 
which included $62,149.70 representing the difference between actual earnings 
during the period and the guaranteed minimum earnings. The guaranteed 
minimum earnings apparently included $37,500 representing loading out charg: 
of three-fourths cent per bushel on 5,000,000 bushels of corn, however, an ad 
tional three-fourths cent per bushel was later paid on some of the corn loaded 
out after October 1, 1950. The payment of these additional loading out charges 
was questioned by the Office of Audit, but the Washington CCC office overruled 
the Office of Audit, and the claim against Cargill was canceled. 

3. The storage facilities were reconditioned steel tanks formerly used for 
the storage of fuel oil and ethyl gasoline. Total grain storage capacity was 
5,250,000 bushels. 

4. Numerous difficulties, resulting in considerable expense to the Government 
were encountered in storing corn at this facility. Although some of the diffi 
culties were direcly attributable to Cargill, no reduction was made in the 
$612,500 minimum earnings guaranteed to the firm. 

5. The Government also paid $17,687.16 for demurrage charges accrued in con 
nection with placing the corn in storage, and as of April 9, 1952, bills covering 
demurrage charges incurred in connection with loading out the corn totaling 
$4,109.70 have been forwarded by Cargill to CCC for payment. 

6. Although most of the 5,000,000 bushels of corn placed in storage was grade 
1, about two-thirds of the corn loaded out to date (over 2,000,000 bushels) was 
of sample grade. The deterioration was attributable, at least in part, to ex 
cessive temperatures in the tanks, which condition was known to the Government 


before any corn was placed in storage. The Government will bear the large 
loss caused by spoilage of the corn stored in these inadequate facilities as 
the corn was stored identity-preserved. 
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Eexureit No, 80-B 


Cnrcaco, ILL., June 25, 1952. 


NDERHILL/AACQ, 
Washington: 


Average damage in-bound Cargill, Norris City, 3.09 percent based on simple 
average of 2,650 cars 


Out-bound simple average is 23.62 percent on 2,603 cars 
Drrecror COMMODITY OFFICE, 
Chicago, Jil. 


Exuibit No. 80-C 
Recapitulation of loading orders issued, Cargill, Inc., Norris City, JU 


Loading 
sushel Shipments 
Order No Bu - 


+854- 1984 


Loading order issu 
4,234.64 bushels 
ceipt for 481.4 
as requested by CC( 

Loading order issued t 
5,036.43 bushels. Loading 
subsequently amended t 
1,493.57 bushels in conju 
with Loading Order 2218 

Loading order issued to rek 
5,193.93 bushels to be shipp« 
with balance of 1,493.57 bus! 
balance on Loading Order 2199 

Loading order issued to r Ase 
345,496.49 bushels W arehouse 
receipt for 177,284.29 returned 
requested by CCC 

Loading order issued to releas 
350,257.50 bushels Loading 
order subsequently amended to 
ship 257.50 bushels in conjun 

tion with Loading Order 2854 

Leading order issued to release 

103,745.69 bushels to be shipped 

with balance of 257.50 on Load- 

ing Order 2853 
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The Cuareman. That is being done. 
Senator Arken. I have also asked for the sales of beans between 
late March and the lst of May, and I assume they are compiling that. 
The Cuarrman. That is right; that is being done. 
(The information referred to is as follows:) 
Exnuisit No. 81 
CCC bean sales, Mar. 25 to May 1, 1952, inclusive, as reported by PMA commodity 


offices 


Commodity office , Bags Grade 


Minneapolis None 
Portland 
Apr. 9 800 | Great Northern No. 2 ‘ Beverly Dock, export 
Apr. 16 400 do 3. 25 Do 
Apr. 20 600 do ‘ Do 
San Francisco 
Mar. 25to May 57 | Sample baby limas § E. T. Fields, stock feed 
1 
Chicago: 
Mar. 2} to May 71 | CHP DK RK 2: Frutchey Bean Co., domestic 
1, inclusive 800 | Cranberry No. 3 7.25 | C. H. Runciman Co., domestic 
800 | Cranberry sample 5 | Minor Walton Bean Co., stock feed 
5, 850 do Michigan Elevator Exchange, stock 
feed. 


Dallas None | 
Kansas City 
Mar. 2s 400 | Great Northern No. 1 ; Delia Failde, export 
Apr. 4 800 do Juan Menendez Tellez, export. 
Apr. 7 0387 | Pinto No. 1 f David N. Slaughter, export 
Do 2. 000 do 5 Almacenes Montemayor, export 
Apr. 8 , 336 do 5 J. F. Achterberg Co., export 
Do . 00 do 5 Casso Guerra Co., export 
Do , 864 do Distribuidora Productos Quimicos, ex 
| port 
Do 5, 000 do | & H. E. Wilson & Co., export. 
Do . 400 do f Western States Bean Co., export 
Do , 400 do ’ 2 § Delano Corp. of America, export 
Do 600 do j Schuster Commission Co., export 
Apr. 9 ROO do . Croton Trading Co., export 
Do 000 .. do ‘ 5. | Valley Produce & Egg Co., export 
Do 204 do f Midland Bean Co., export. 
Do Ww do - Do. 
Apr. 18... R00 at Northern No, 1 Idea] Trading Co., export 
Apr. 21 ROO ( 1. 6 Delano Corp., export 
Do 800 ) ; Jas. Shields, export. 
Apr. 28 750 do Ideal Trading Co., export 
Apr 520 do j C. M. Van Sillevoldt, export 
x00 do Delano Corp., export 


000 | Red Kidney “‘as is”’ 5 Gonzalez & Blanco, export 


17 cents over list for Tampa, Fla., delivery. 
2? Delivered New Orleans. 
F. o. b. Elsmere, Cok 
Nore All sales made by the Kansas City PMA Commodity Office are on the basis of U. S. grade No.1, 
contingent upon buyers agreeing to take beans that grade upon loading U. §. No. 2 at 25 cents discount and 
8. No. 3at 50 cents discount. One carload graded substandard and a discount of 75 cents was negotiated 


Senator Arken. There may be a few other things. This contin- 
uous work, day after day, 5 days a week, with our work on other things 
on top is a little bit too much. I would suggest that after today and 
tomorrow perhaps we recess for a week, giving our investigators a 
chance to catch up on their work, giving the Department a chance 
to-—— 

The Cuatmrman. If the Senator recalls, there was a cry and demand 
that. we hold these hearings right away, and that we complete them 
as soon as possible. That is what I am trying to do. 
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Senator Arken. That is right. We cannot go into all the con 
plaints we have. 

The CHarreman. That is right. 

Senator Arken. It would take all summer. 

The Cuairman: ATl summer and next summer. 

Senator Aiken. There are reports regarding wrongdoing on in 
spections in the New York area, the storage or handling of commodi 
ties in the New York area—here, there, and everywhere. We cannot 
go into all of them. 

The CHatrman. Senator Kem made a suggestion that I had in 
mind, and that is to call in the Genera] Accounting Office and gi 
over such cases as they are, or have been, investigating. It is my 
judgment that some of this ought to be in executive session, for the 
reason that we do not want to point the finger of scorn in the direction 
of people who may not be liable. 

Senator Aiken. That is probably true. 

The CHatrman. It is my belief that after we go into executive 
session, if there is anything that develops that should be heard, I would 
be the first one to say “Let’s go to it,” because I do not want anybody 
to think for a minute that I, as chairman, am trying to hide anything. 
I want to expose to the public everything that is deserving of being 
exposed, but I do not believe that we ought to go into every little case 
we hear about, particularly when the offenders are people in the pri 
vate grain business. The majority of the cases, as far as I can see, 
have come about because of defalcation, more or less, on the part of 
the trade itself, the warehousemen. 

Senator Kem. Would not you agree that those defaleations were due 
to negligence and lack of attention on the part of those having re- 
sponsibility ? 

The Cratrman. Surely, if they are, but there have been so few, 
except you have had incompetency shown, no doubt, in the Dallas 
office. As soon as that was detected the people were discharged. 

Senator Kem. The Dallas office is the only one we have really been 
into except the Chicago office. 

The Cuarrman. That is the only one in which you have had serious 
trouble. 

Senator Kem. We have had serious trouble in Kansas City. 

Senator Aiken. In San Francisco, we do have trouble. 

Senator Kem. And Kansas City. My goodness. 

Senator Aiken. We have trouble there in disposing of commodities 
acquired by the Government. 

Senator Kem. There have been employees in San Francisco show 
ing partiality to people having business with the company there. 

The Cuarrman. The Department has not been negligent, from what 
I can understand. 

Senator Kem. We do not know how much more. That is what I 
want to find out. 

The Cuarrman. That is what we want to find out by bringing our 
fountainhead to our committee here, and that is Mr. Brannan. 

Senator Kem. It seems to me we ought to have the preliminary 
information before we can examine Mr. Brannan intelligently. I was 
very much surprised to hear there was some suggestion he come here 
tomorrow afternoon. 


The Cuarrman. No. 
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Senator Kem. I do not want to examine Mr. Brannan until I have 
the information we have asked for here. We have asked for a list of 
these shortages, and I have inquired from time to time and am told 
it is not ready yet. Now that and the other information that Senator 
Aiken has mentioned cert: iinly ought to be in our hands a reasonable 
time before Mr. Brannan comes in here. 

The Cuarrman. He can always come back, Senator. 

Senator Kem. Furthermore, tomorrow afternoon we are going to 
have, as I understand, an important matter come up in the Senate— 
the recommittal of the immigration bill—and I would like to be there 
for that discussion. I cannot very well be two places at the same time. 

Senator Aiken. My suggestion, Senator Eliender, would be that 
after tomorrow morning we just recess for a week and get a chance to 
catch up on these tag ends. 

Senator Kem. That is a good idea. 

Senator Arken. The story I hear indicates there is difficulty in the 

San Francisco office, but I do not want to publicize it until we know. 
I would rather have Mr. Cotter have an opportunity to check that. 
And it seems as if we could recess for a hens and then we might be 
on the way to a reasonably quick conclusion, because we want to get 
through in time to write a report by the 30th of June. 

I have got to take a few days off beginning Thursday, because we 
have a State convention Saturday, and it has been so long since I have 
been home I have forgotten what it looks like up there. I understand 
the leaves have all come out and the snow is gone since I was up there. 

Senator Kem. If you care for my suggestion, Mr. Chairman, I think 
that is an excellent idea, that we take a recess of 1 week or 2 weeks, and 
that will give us an opportunity to check up on these facts and decide 
what additional investigation we want to make. I think we prob- 
ably will have no difficulty in agreeing on what further investigation 
we want to undertake. 

Certainly it does not seem to me we ought to consider winding this 
thing up before we have been into Kansas C ity and San Francisco. 

The Cuarmman. I did not take a step here and did not reach any 
conclusion, Senator Kem, unless I discussed it with Senator Aiken. 
As he knows, I was to call the meeting for Wednesday, Thursday, and 
Friday, but at your suggestion, Senator Aiken, we made it Tuesday, 
Wednesday, and Thursday. 

Senator Aiken. That is right. 

The Cuarrman. If you had told me at that time, I would not have 
made these arrangements. 

Senator Arken. I could be here Thursday before noon, if necessary. 

The Cuarrman. Those were the plans that we worked out, as you 
remember. Is that right? 

Senator Arken. Yes; that is right. We would go up to Thursday 
noon, as I recall. 

The CuatrmMan. That is correct. 

Senator Arken. I was going to start home at the end of the hear- 
ings on Thursday. 

Senator Kem. Nobody said anything to me about Secretary Bran- 
nan being here tomorrow afternoon. 

The Cuarman. If you heard that, it is not correct. 

Mr. Correr. Mr. Chairman, ‘as I indicated to you last week, I was 
hoping to get this enforcement group that we have scheduled today, 
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including the Solicitor’s office on. Then for 2 or 3 weeks I had | 
schedule it ahead for these warehousemen that are very busy, an 
they are supposed to be in here Thursday. They all cannot make it 
Thursday, I guess, and one or two have to come in Friday. 

The Carman. I was cognizant of that. 

Senator Arken. I do not have to be here for that. 

Mr. Correr. I was hoping we would get Mr. Kruse and Mr. Geiss|: 
and these enforcement groups. We would hear the Secretary thi: 
week. We would hear these warehousemen, and then we would sus 
pend. After that we would go out and mop up, and if there was any 
thing that we should come back in for, why, we could do so. 

Senator Kem. When is it proposed to hear the Secretary? I wu: 
derstood from you, Mr. Cotter, it was to be tomorrow afternoon. 

Mr. Correr. That was the result of a talk I had late yesterday 
with Mr. Underhill, who is liaison with the Department of Agricu 
ture, and he indicated that the most convenient time for the Secretar) 
was tomorrow afternoon; that he had some sort of a meeting tomo: 
row morning and was available tomorrow afternoon; that Thursday 
he had these awards and that the President is giving awards over 
the Department of Agriculture, at the Washington Monument, a: 
so forth. 

The CuarmMman. Why did you not inform me of that, Mr. Cotter ¢ 

Mr. Correr. It was the last thing last night, about 5:30 or 6 o’clock 

The Cruarrman. As you recall, we had a meeting and it was decided 
to get Mr. Brannon here Thursday. 

Mr. Correr. Well, I guess perhaps that was my fault, because | 
found that the grain men could not come Wednesday, Senator. 

The Crarrman. Well, I did not know anything about it. 

Senator Arken. Would it not be better to let the Secretary wait 
a week ? 

I would like to ask Senator Kem when the General Accounting 
Office expects to have its reports on these other offices ready ¢ 

Senator Kem. Well, Mr. Warren did not indicate to me when they 
would be ready, but he did indicate to me he thought they would 
be of interest to us. 

Senator Arken. I have no particular office in mind other than one 
matter in San Francisco, which I expect you have all had complaints 
on, but which I prefer to have the staff check before we undertake to 
spend time on it. 

The Cuarmman. Is that about the rice? 

Senator ArkeNn. That is the handling of raisins. 

The CHarrman. Off the record. 

(Discussion was had off the record.) 

Senator Kem. Well, Mr. Chairman, in addition to the matters I 
mentioned, I want to say that I agree that we cannot go into every 
little case that comes up, but we have undertaken a survey of the 
general situation—— 

The CuHaran. That is right. 

Senator Kem. And I do not think it can be said that a survey of 
the general situation is complete without going into the offices at 
San Francisco, Portland, Kansas City, Dallas, and New York. 

The Cuarrman. Well, Senator, we sampled one in Chicago, and it 
was my understanding from the beginning that this investigatio: 
was going to be restricted to complaints at these various places. Now 
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if we have genuine complaints in any of these offices I feel they should 
be investigated. 

Senator Kem. We have complaints in San Francisco, in Kansas 
City, and in Dallas I know of. 

The Cuairman. We spent quite a bit of time on Dallas. We spent 
quite a bit of time on Kansas City. I think that we have a general 
understanding of how things were handled there. 

Now we have also looked into the New York office with reference 
to the bean situation there. 

Senator Kem. The only witnesses from Kansas City that I know 
of were on that Midwest case, which was a specific case. We have 
not had any general investigation of that office. 

In Dallas, the only witnesses I recall were the two discharged em- 
ployees, and when they were called it was understood that that was 
preliminary and that we intended to call other witnesses for a more 
thorough investigation. 

Then there is the cotton situation in New York. 

The Cuarrman. Where ¢ 

Senator Kem. In New York, that should be investigated. And 
then we have not completed this Baton Rouge warehouse investigation 
yet. I think Mr. Alex Campbell would certainly be a pertinent wit- 
ness. 

The Cuatrman. That is out of the purview of this committee. That 
does not deal at all with what we are doing under this resolution. 

Senator Kem. It has to do with money paid out by the Commodity 
Credit Corporation. 

The Cuamman. War Assets. 

Senator Kem. For rentals. 

The Cuarmman. War Assets. 

Senator Kem. It has to do, as I understand, with the Commodity 
Credit Corporation extending a large sum of money renting a ware- 
house. 

The Cuarrman. No, Senator., It has been put in the record already. 
I put the thing in the record myself to show, and I did show, that 
the two commodities that were placed in the Baton Rouge warehouse 
were placed in there at a cheaper rate than at any place in the 
country. 

Senator Kem. Well, they were placed there by Commodity Credit 
Corporation. 

The Cuarrman. Sure. 

Senator Kem. Is not that in the purview—— 

The Cuarrman. There was apparently no fraud or misdoing by 
CCC. 

Senator Kem. Is not that in the purview of this committee? 

The Cuarrman. Yes; surely. 

Senator Kem. It seems to me so. 

The CuarrMan. But not the transaction with respect to the leasing 
of this property by these four veterans from Texas. That is why 
Mr. Cowart was involved. 

Senator Kem. Was not Cowart an employee of CCC? 

The Cuarrman. No sir. 

Senator Kem. PMA? 

The Cuamman. Surely. 
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Senator Kem. That is within our purview. Mr. Campbell was 4 
go-between for Mr. Cowart. 

The Cuarmman. No; that was long after, Senator. It was wit), 
respect to the payment. 

Senator Kem. Was not Mr. Cowart an employee of the PMA a 
the time Mr. Campbell acted for him ? 

The Cuarrman. I do not know. 

Senator Kem. I think he was, and it is certainly within the purview 
of this committee. 

The Cuamman. I do not think so. 

Senator Kem. I do not see why not. 

The Cuatrman. We have given Mr. Campbell opportunity since 
his name has been mentioned to come and explain, if he desires to. 

Senator Kem. If he does not avail himself of the opportunity, | 
think a subpeéna should be issued for him. 

The CuarrmMan. He cannot throw any light on things authorized 
under Senate Resolution 256 that we do not know about. It has al! 
been given here by our accountant. 

Senator Kem. I do not know what Mr. Campbell's connection with 
the matter is. Maybe the chairman does, but I do not. 

The CHamman. Well, it is in the record. If you will read the 
record, you will find out. 

All right, Mr. Prichard, will you stand up, please / 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God? 

Mr. Pricuarp. I do. 


TESTIMONY OF GEORGE L. PRICHARD, DIRECTOR, FATS AND OILS 
BRANCH, PMA, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Correr. Give your full name, Mr. Prichard. 

Mr. Pricuarp. George L. Prichard. 

Mr. Correr. What is your official position with the Department of 
Agriculture ? 

Mr. Pricuarp. Director of Fats and Oils Branch, Production and 
Marketing Administration. 

Mr. Correr. Director of Fats and Oils Branch ? 

Are you on the same level, in a collateral position, with the Grain 
Branch and the Cotton Branch and the other branches ? 

Mr. Pricuarp, Yes, sir. 

Mr. Correr. What are the prime commodities in your branch / 

Mr. Pricuarp. We administer price-support programs for tung 
nuts, olive oil, peanuts, the production supply program for castor 
beans, and other programs relating to fats and oils. 

Mr. Correr. On your fats and oils, do you get into lard and such 
matters—animal oil? 

Mr. Pricuarp. Sir? 

Mr. Correr. Animal oils and fats? 

Mr. Pricuarp. In connection with allocations; yes, sir. The 
purchase of lard is by the Live Stock Branch. 

Mr. Correr. What do you mean by allocations? 

Mr. Pricuarp. Any export allocations or import controls or items 
of that kind. 
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Mr. Correr. We are principally interested in your peanut program. 
It appears that there were quite a large number of conversions. Could 
you briefly outline how you operate your price-support program on 
peanuts, 

Mr. Pricnarp. Yes. We have operated for a number of years by 
means of a direct pure hase program through the peanut cooper: itives. 
There are three cooperatives, one in each of the major areas. 

Mr. Correr. In other words, the cooperative acts as your agent ? 

Mr. Pricuarp. That is correct. 

Mr. Correr. Yes. Go ahead. 

Mr. Pricuarp. In addition there has been underwriting of sheller 
operations during this period when we have had a large surplus of 
peanuts. 

Mr. Correr. What do you mean by an underwriting of sheller 
operations ¢ 

Mr. Pricuarp. An agreement by Commodity to buy peanuts which 
the sheller purchased and paid the support price for and which were 
later found to be surplus to the edible trade. I can go into that in 
quite a bit of detail 1f you like, and can furnish a rather complete 
statement on it. 

Mr. Correr. As briefly as possible, so it will be understandable for 
the record. 

Mr. Pricuarp. Excuse me. I did not quite get your question. 

Mr. Correr. I say as_ briefly as possible, so that it will be under 
standable for the record. 

Mr. Pricnarp. Well, we have provided price support to farmers 
by means of farm storage loans and by purchases through the associ- 
ations for the account of Commodity Credit Corporation. In addi- 
tion, financing has been made available to the shellers upon the con- 
dition that they pay not less than support price for all peanuts pur- 
chased. 

Now we can break that into two segments: The peanuts purchased 
for the account. of Commodity Credit by the cooperatives and ware- 
housed under receiving agency contracts; the peanuts purchased by 
the shellers for their own account under lending agency agreeme nts. 
The loans to the shellers were recourse loans, with the collateral 
guaranteed by a field warehousing system. 

How much more detail would you like, Mr. Cotter / 

Mr. Correr. All right, that is enough. Are you through / 

Mr. Pricuarp. Yes. I can elaborate as much as you like, but 
you asked me to be brief. 

Mr. Correr. Well, you do have your agents who are also shellers 
who buy the peanuts directly from the producer; is that right? 

Mr. Pricuarp. Well, they are not our agents, no, sir. They are 
operating on their own account. 

Mr. Correr. Well, you do have agents that are also in that capacity, 
in a dual capacity, have you not ¢ 

Mr. Pricwarp. Yes, the sheller could also be a receiving agency 
for the association. 

Mr. Correr. That is right. 

Mr. Pricnuarp. For some of his warehouse space. 

Mr. Correr. So you heve some that are actually agents for the 
association, that is Department agents, and you also have certain 
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shellers that on their own buy the peanuts at support price fro: 
the producers; is that right? 

Mr. Pricnarp. That is correct. 

Mr. Correr. And even though he is doing that on his own, there is 
an arrangement in your price support program whereby you permi 
him to, in turn, borrow on these peanuts at support price; is that 
correct / 

Mr. Pricuarp. That is correct. 

Mr. Correr. And then by a warehouse arrangement he sets those 
peanuts aside. Is that correct? 

Mr. Pricwarp. That is correct. 

Mr. Correr. And is supposed to keep them separate from his own 
peanuts ¢ 

Mr. Pricnarp. Yes, sir. 

Mr. Correr. Now, in a substantial number of cases you have had 
situations of that kind where, when the loan matured, you found 
that the loan was not paid and you had no peanuts. Is that not 
right ? 

Mr. Pricnarp. I wouldn't agree that that is a substantial number of 
cases. There have been a few cases. 

Mr. Correr. Well, how many would you think a substantial number 
would be? How many did you have? That is the important part. 

Mr. Pricwarp. I would have to count them up. 

Mr. Correr. Do you have any idea? 

Mr. Pricuarp. Very few. 

Mr. Correr. Can you give us some idea? I mean that is very 
vague. 

Mr. Pricnarp. I couldn’t give you one with any degree of finality. 
I would say five or six. 

Mr. Correr. Is that all? 

Mr. Pricuarp. Of the category you mentioned, yes, sir. 

Mr. Correr. Would that be the only category in which you would 
have conversions ¢ 

Mr. Pricuarp. Well, we have shortages in our own receiving 
agency warehouses. We have had that type of case, too. 

Mr. Correr. And wouldn’t the facts be such that in that type of 
case it would be a conversion as well as the other type of case? 

Mr. Pricuarp. Not necessarily. There is always the question-—— 

Mr. Correr. I say, could not the facts be such it would be a con- 
version / 

Mr. Pricuarp. Yes, theoretically that is correct. 

Mr. Correr. And haven’t there been conversions? 

Mr. Pricnarp. Yes, there have been some. 

Mr. Correr. [ asked you over-all how many conversions do you have 
approximately ? 

Mr. Pricnarp. Then I misunderstood you. I thought you were 
addressing your question to lending agency agreement. 

Mr. Correr. Maybe I did not make myself clear. 

Mr. Pricnarp. Well, this is the whole list of all our claims and 
investigations here [indicating]. I would say possibly between 25 
and 30. I make that subject to an actual count. 

Mr. Correr. Surely. Now did you have prosecution in any of those 
cases / 

Mr. Pricwarp. Yes, sir. 
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Mr. Correr. How many of them? 

Mr. Pricuarp. I haven’t counted those up, Mr. Cotter. I can say 
this: Everyone that has come in and that we have found has gone to 
the Department of Justice or is in process of going. 

Mr. Correr. When did they go to the Department of Justice? 

Mr. Pricuarp. Over a period of some years. 

Mr. Correr. Actually you sent a whole group of them over there 
in March or February of this year, although they were 1949 cases and 
some had been settled for a year and over; is that not correct? 

Mr. Pricnarp. I wouldn’t say they had been settled. Some went 
over there this year, yes, sir. 

Mr. Correr. Well, you know that the bulk of them went over in the 
last month or so, do you not? 

Mr. Pricuarp. No, sir, I do not know that. 

Mr. Correr. Do you have a status on each one, a chronology on each 
one of them there? 

Mr. Pricuarp. Yes, sir. 

Mr. Correr. Can you show me the ones that—— 

Mr. Pricwarp. Would you like for me to go through them ? 

Mr. Correr. Yes, go over them and give the date the conversion ap- 
peared to be developed and the date you referred it to the Department 
of Justice for criminal action. 

Mr. Pricuarp. All right, sir. 

The Cuarrman. Can you also tell us how much is involved ? 

Mr. Pricnarp. Yes, sir. 

This one involves—would you like it in round numbers or exact 
figures ¢ 

The Cuairman. Round numbers. 

Mr. Pricnarp. Involves about $69,000. 

Mr. Corrrer. Do you want to give the name of the case? 

Mr. Pricuarp. Do you want to do that where they are in process 
of litigation in the Department of Justice ? 

Mr. Correr. I think so, unless there is some particular reason why 
the name should not be given. But if there has been a substantial 
conversion, it does not seem to me, even though there has not been a 
prosecution, that we should make any great effort to cloister the name. 

Mr. Pricuarp. My question—on this one I have a notation “In the 
Department of Justice and has been referred for criminal action.” 

The CHarrman. If you do not go into details—you are certain 
there was a conversion ? 

Mr. Pricuarp. We sent it to Justice because we thought so, yes, sir. 

The Cuamman. I do not see any reason why the name should not 
be mentioned. 

Mr. Pricuarp. I have no objection. That is up to your committee. 

The Cuairman. Well, proceed and give it. 

Mr. Pricuarp. This file is all claims cases. Do not misunderstand 
me. They are not necessarily conversion cases. I can run through 
the whole thing if you would like. They are in alphabetical order. 

The first one is Alabama Waréhouse Co. 

The Cuamman. Is that a private concern / 

Mr. Pricuarp. Yes, sir. I gave you the amount—approximately 
$69,000. Did I give you the date of discovery—J uly 1949 ? 

The Cuatrman. July 1949? 
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Mr. Pricuarp. That is correct. We were notified by the associa 
tion, received a report on it, and February 1950, the bonding con 
pany was notified of the shortage. The warehouseman was billed o: 
November 28, 1950. We got a check, an offer of settlement January 
21, 1951, which was declined and returned. A meeting was held 
The offer was approximately $53,000, and after further consideratio 
he gave us a check for $58,217.16. 

Mr. Correr. As against what total of conversion ¢ 

Mr. Pricnarp. $69,000 roughly. 

Mr. Correr. There was a difference there of $11,000. 

The Cuarrmman. Was there any controversy as to the facts that 
caused them to make you such an offer ¢ 

Mr. Pricuarp. Yes, sir. I do not have the complete file before m« 
here, but there certainly was. 

The Cnamman. What happened im that case, then—did vou aecept 
the check ? 

Mr. Pricuarp. That was accepted. 

The Cuarmman. In full settlement ? 

Mr. Pricuarp. In settlement of civil liability. 

The Cuatrman. Then was that case turned over to the Department 
of Justice ? 

Mr. Pricuarp. Yes, sir. 

Mr. Correr. How long afterward ? 

Mr. Pricuarp. That went over on March 18, 1952. 

Mr. Correr. Nearly a year later and after you had settled the case 
civilly ? 

Mr. Pricnarp. That is correct. 

Mr. Correr. Now who initiated this / 

Senator AIKEN. Do you think. Mr. Prichard, the fact that you 
settled the case civilly would prejudice the criminal case / 

Mr. Pricuarp. Senator, we would do that only with the coneurrenc 
of our solicitor’s office, so I would assume it would not. 

Senator Aiken. Although at the time you settled it civilly ther 
was no criminal charge anticipated, was there ¢ 

Mr. Pricuarp. I cannot answer that, sir. I cannot reeall those 
details. 

Mr. Correr. Do you know who initiated this idea of sending to th 
Department of Justice in March of this year ¢ 

Mr. Pricuarp. No, sir. 

Mr. Correr. Did your branch have anything to do with it? 

Mr. Pricnarp. I am sure we did, but the file 1 have with me doesnot 
give me that detail. 

Mr. Correr. Well, there are a number of cases in that group and I 
am wondering what precipitated the delayed action of referring it 
to the Department of Justice, and if that is an acknowledgment that 
you were wrong before. What is the thinking on it ? 

Mr. Correr. Can you clear that up at all? 

Mr. Pricuarp. I cannot at this time. I can go into the files and 
clear it up for you. 

Mr. Correr. You are head of the Fats and Oils Branch. and | 
think vou indicated you were instrumental or were one of the partie: 
that were instrumental in referring to Justice in March. 

Mr. Pricuarp. Yes. 
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Mr. Correr. And I am asking you generally what your thinking 
was on the thing as to why it was referred to the Justice Department 
in March of this year when it had not been referred in these past 
years. 

' Mr. Pricnarp. I am not quite sure I understand your question, Mr. 
Cotter. 

The CHairman. It is very simple, Mr. Prichard: Why did you keep 
ita year¢ Why did you not send it immediately after you found out 
the conversion and even after you received the check for $58,000? 

Mr. Pricuarp. Because at that time, 1 would assume, it was not 
considered in the category which should go over to the Department 
of Justice, Mr. Chairman. 

The CHairman. That is the reason I asked you a while ago 
whether the facts were in controversy as to whether or not there was 
a conversion. 

Mr. Pricuarp. This file does not disclose that, but I am sure there 
must have been at the time; yes, sir. 

The Cuarrman. Was there any doubt as to whether or not there 
was conversion at the time the settlement was made ¢ 

Mr. Pricuarp. I am sure there was, but they are not available. 

The Cuairman. All right. What is the next case / 

Mr. Correr. Did we have an answer on that as to what his thinking 
on it was? 

The Cuarrman. Yes. 

Mr. Correr. I am sorry, Senator. What did you say? 

Mr. Pricnarp. I indicated I thought we probably had a different 
criteria than we had at the time it was originally considered, although 
[am speaking from assumption. The file that I have does not dis- 
close the reasons. There may have been other reasons in the par- 
ticular case. 

Mr. Correr. Well, do you feel that your new criteria or your old 
criteria was right? What is your feeling about it ¢ 

Mr. Pricuarp. My personal feeling? 

Mr. Correr. Yes. | think your personal feelings are pertinent in 
that you are the head of that branch. 

Mr. Pricuarp. Well, we do not settle any of them without the 
concurrence of our Solicitor’s Office. We rely upon his opinion on 
that type of item. 

Mr. Correr. I cannot hear you, Mr. Prichard. 

Mr. Pricuarp. I say, we do not settle that type of question. That 
isa legal matter for settlement by the Solicitor’s Office. 

Mr. Correr. Well, we wili take that up later with them, but we 
wanted to get your side of the picture on it. 

Now this Alabama Warehouse Co., Inc., that is the one at Troy, 
Ala.? 

Mr. Pricuarp. Yes, sir. 

Mr. Correr. Are they one of your agents or are they an independent ? 

Mr. Pricuarp. Well, they are a warehouse. 

Mr. Correr. Yes, but are they a receiving agent ¢ 

Mr. Pricuarp. They are a receiving agent. 

Mr. Corrrr. They are? 

Mr. Pricuarp. Yes, sir. 

Mr. Correr. And working under what cooperative ? 

Mr. Pricuarp. The G. F. A. Peanut Cooperative. 
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Mr. Correr. That is the Georgia, Florida, and Alabama Peanu 
Cooperative ? 

Mr. Pricuarp. Yes, sir. 

Mr. Correr. And I notice that in a compliance and investigatio: 
report here, which is dated January 31, 1951, by Thomas B. Park, 
special agent, it is stated: 

G. 8. Henry, manager, G. F. A. Peanut Association, Inc., advised that aft: 
the shortage was discovered he offered to settle with the subject corporation «: 
the basis of a net shortage of 657,000-odd pounds at an average cost of $21) 
per ton, or a total of $69,058.61. 

Now would your agents have authority to settle a conversion case 
like that as well as the Department or the Solicitor’s Office ? 

Mr. Pricnarp. No, sir, I don’t think he would have. 

Mr. Correr. I am wondering how far that authority has been dele 
gated from the Department of Justice. Do you know of any instances 
where your cooperative offered and did settle any cases that were 
shortage cases and could have been conversion cases / 

Mr. Pricuarp. No, I do not know of any. I think what Mr. Henry 
did in this case—I don’t have that before me—he billed the man for 
the money and then sent the facts in to us for settlement. 

Senator ArkeNn. He offered to settle for $69,000? 

Mr. Pricwarp. I question whether that was an offer of settlement, 
Senator, just a bill for collection of the amount due. 

Senator AtkeN. You actually settled for $58,000? 

Mr. Pricnuarp. Yes, sir. 

Senator Arken. Then I notice the C. & I. report states: 

Based upon a valuation of $210.10 per ton, when the actual shortage at 
tributable to subject’s negligence, at an interest of 6 percent per annum for 
the Commodity Credit money used as a result of the conversion, subject cor- 
poration would be indebted to Commodity Credit in a total amount of $90,165.16 
as of December 1, 1949. 
and at the above rate interest accrues at the rate of $14.04 per day. 

Apparently the report to the Department indicated a shortage of 
$90,000. Do you know anything about that ‘ 

Mr. Pricuarp. No, I do not. The figure I have here on my record 
is the one I gave you—approximately $69,000. 

Senator AIKEN. Sixty-nine? 

Mr. Pricuarp. Yes. 

Senator ArkEN. I am wondering why the variation came in there. 
This is Mr. Parks’ report (showing document to Mr. Prichard). 

Mr. Pricwarp. Yes, sir. There might be another question there, 
Senator, and that is whether the $210.10 per ton is correct for the 
particular peanuts in the warehouse. 

Senator ArkeNn. You mean it might be less than that? 

Mr. Pricuarp. It might be less. It might have been a different 
grade. This might be an average grade that the investigator used 

The Cuarrman. Are the figures you have given us correct? Car 
you tell us that? 

Mr. Pricuarp. I would like to check it against that one to be 
sure, sir. 

The CHatmrMan. Well, that is a report to someone else. Where did 


you get yours? 
Mr. Pricuarp. This is made from our claims file in the particular 
case, and I assume that this is the correct figure that I have because this 
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is a review of the entire file. Senator Aiken has the cover sheet on the 
inv estigation report which is—— 

Senator Arken. Just a summary of the report. 

Mr. Pricuarp. Yes. 

The Cuatrman. Is it possible that the man who made this report 
may not have had the facts that you had ? 

Mr. Pricuarp. He may have made an assumption on that particu- 
lar item. 

The Cuarrman. I see. 

Mr. Correr. Mr. Prichard, even taking your lower figure as correct, 
yous converter, or what would appear to be a converter, has gained 
by his conversion, has he not? I mean he has paid no interest. He 
settled for less than the principal amount, and he has had Commodity 
: ‘redit’s peanuts or money, whichever it is, over a period of a couple of 

vars. Do you feel that that is the type of case that your branch 
should be settling without referral to the Department of Justice? 

Mr. Pricuarp. Well, I would say this, Mr. Cotter: That I would 
like the chance to review the entire file in the case. I can assure you 
that my branch and our fiscal branch and none of the others concerned 
accept an amount less than was justifiably acceptable. 

Senator ArkEeN. I would say, whether the converter profited $20,000 
or $31,000 would be rather immaterial in determining the right or 
wrong of the conversion or the handling of the case whether he prof- 
ited $22,000 or $1,000 would be immaterial. 

Mr. Pricuarp. I would quite agree. 

Mr. Correr. Do you not have other cases there that you settled sub- 
stantially some time ago and only recently referred to the Department 
of Justice ? 

Mr. Pricuarp. Yes, sir. 

Mr. Correr. Unless you misunderstood me, 1 thought your testi- 
mony when you first started out was quite to the contrary. 

a Pricnarp. No. I thought you asked a question as to whether 

e had sent all these cases over here in the last month or two, and I 
sa} od no, that they had been sent over a period of years as they arose. 

Mr. Correr. But that is not so, is it # 

Mr. Pricuarp. Sir? 

Mr. Correr. That is not so, is it ? 

Mr. Pricuarp. Well, certainly it is so. 

Mr. Correr. Itis? You did not include the last one in it, did you, in 
that group ? ; 

Mr. Pricuarp. Maybe I misunderstand you, Mr. Cotter. I thought 
you asked me a general question. Certainly there have been cases go 
over in the last few months. This is one of them. 

The Cuairman. What proportion of the cases went over in the last 
few months? Do you know! Suppose you run over these quickly. 

Senator Arken. Let’s go over them. 

The Cramman. Yes. 

Mr. Priciuarp. This one is March 18. Here is another one that 
has—— 

Senator ArkEN. Can we have the names of them ? 

Mr. Pricuarp. Would you like them as I go? 

Senator Arken. Certainly. 

Mr. Pricuarp. Abbeville Peanut Co. 

Senator Arken. Where is that located ? 
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Mr. Pricuarp. Abbeville, Ala. This one went on April 17. 

Mr. Correr. How large is that shortage or conversion in the Abb 
ville? 

Mr. Pricuarp. Approximately $42,000. 

Mr. Correr. And when was that settled? When was it developed ’ 

Mr. Pricuarp. On or about May 7,1950. This wasa lending agence) 
agreement, not a receiving agency. It came to us through the fie 
warehouse reporting it to the bank handling the loan. 

The Cuarrman. Was it settled? 

Mr. Pricuarp. Let me run through it in sequence. 

The Cuamman. Give us that whole picture as you go along, eac! 
case, and we will not have to interrogate you about it. 

Mr. Pricuarp. All right, sir. 

Reports from C. and I. were dated October 19, 1949, and April 15, 
1950, and disclosed a conversion of approximately 460,000 pounds. 
The loan was called immediately upon receipt of the information re 
garding possible shortage. 

Mr. Correr. Speak just a little louder, Mr. Prichard. What was 
that ? 

Mr. Pricuarp. The loan was called immediately upon receipt of 
the notice indicating a possible shortage. In June 1949, $5,000 was 
credited to the indebtedness. June 1949, on another date, a little 
over $30,000 was applied against the indebtedness. That came from 
the proceeds of the sale of inventory. 

May 18, 1949, the Atlanta office was instructed to inform the regiona! 
attorney and September 30, 1949, was referred to the Solicitor’s 
Office. 

Senator Arken. Was referred to the Solicitor’s Office? 

Mr. Pricuarp. Yes, sir. 

Senator Arken. Then C. and I. makes a report after reference to thie 
Solicitor’s Office; is that correct ¢ 

Mr. Corrrer. They already made one by my chronology prior to that 
time. 

The Cuarman. That is what he said just now. 

Mr. Pricuarp. There were two reports on it, one October 19 and 
one April 13, 1950. 

Mr. Correr. That is right. 

The Cuarrman. The amount involved was what? 

Mr. Pricuarp. $42,000 approximately. 

The Cnamman. And $35,000 was paid ¢ 

Mr. Pricuarp. There was $35,000 credited. 

The Cuatrman. That is from the sale of assets? 

Mr. Pricuarp. That is right. The field warehouse settled this 
one for approximately $41,000, approximately 93 percent of the claim 

The Cuarrman. When that was presented was there anything done 
about a conversion in that case ¢ 

Mr. Pricuarp. No, sir. 

The Cuamman. What was done with it? 

Mr. Pricuarp. That has been forwarded to the Department of Jus- 
tice. 

The Cuarrman. When? 

Mr. Pricuarp. This one went in March 1952. 

Mr. Correr. What date in March? 

Mr. Pricuarp. March 17. 
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Mr. Correr. I have March 28. 

Mr. Pricuarp. I have the 17th. There could be a 

Mr. Correr. No, you are correct. It went to the United States 
attorney on the 28th. 

Do you have any more of those? 

‘The CuarrMan. In the last case the Government received, you say, 
93 percent of the amount involved? 

Mr. Pricnarp. Yes, sir. 

Mr. Correr. With no interest ? 

Mr. Pricuarp. My files do not disclose that, but I am sure that is 
correct. 

The Cuairman. Was not the interest involved in the total amount 
demanded? Do you not usually include that? 

Mr. Pricuarp. It is not included in the summary that I have before 
me, Senator. 

The Cuarrman. I see. 

Mr. Pricnarp. It could have been. It usually is. 

Mr. Correr. These companies you mentioned, are they still doing 
business with your branch / 

Mr. Pricuarp. No, sir. 

Mr. Correr. You are positive of that? 

Mr. Pricuarp. Yes, 

Mr. Correr. They are both out of business? 

Mr. Pricuarp. I am not sure they are out of business. I think 
Abbeville is out of business. I do not know about Alabama ware- 
house. 

Mr. Correr. But you are sure they are not doing business with the 
Department of Agriculture; is that right ? 

Mr. Pricnuarp. Yes. 

Mr. Correr. Have you any converters you settled with you are 
doing business with ? 

Mr. Pricwarp. No, sir. 

Mr. Correr. Are you positive of that? 

Mr. Pricuarp. I am as positive as I can be. If you know of one, 
I would like to know it. 

Mr. Correr. Well, I do not, but I wanted to know if there were some. 

Mr. Pricuarp. Not that I know. 

Mr. Correr. You have quite a list there. I don’t know as we want 
to go through all of them—just the more substantial. 

Mr. Pricuarp. There is quite a list. 

The Cuarrman. How many did you say—about 25? 

Mr. Pricnarp. I said about 25 or 30 that might possibly be con- 
sidered as conversion. I want to point out, again, that there is always 
this question of in-grade out-grade, which in many questions is a 
debatable item. 

Snator Arken. You mean substitution of inferior peanuts for bet- 
ter peanuts in some cases ? 

Mr. Pricnarp. Not exactly substitution, Senator Aiken, but the 
fact that peanuts do lose in grade and under certain conditions they 
will lose more than under others. 

Senator ArkEen. Yes. 

Mr. Pricuarp. And you have to take a look at the grade in and 
the grade out of the particular warehouse, and then there is a question 
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as to whether the identical peanuts came out that went in and whethe: 
the difference is in grade, or the possibility of conversion. 

Senator Aiken. How long will peanuts store without deteriorating ? 

Mr. Pricuarp. In the shell for some time. 

Senator Arken. Any way. In the shell I would say. 

Mr. Pricnarp. I cannot say there would be no deterioration. The 
loose kernels and split shells, weevils will get into them. The whole 
shell, the uncracked hull will store for a considerable length of time. 

Senator Arken. About 2 or 3 years, perhaps? 

Mr. Pricuarp. Something like that. 

Senator Aiken. Two years without too much deterioration ? 

Mr. Pricuarp. Yes. 1 should point out for the record, too, that 
what I am discussing here is our past method of operation and that we 
have changed this program substantially for the 1952 crop. 

Mr. Correr. Do you have the Brownwood Shelling Co. of Brown- 
wood, Tex., there ? 

Mr. Pricuarp. I think I have one on that, yes, sir. 

Mr. Correr. How much is that conversion ¢ 

Mr. Pricuarp. Approximately $67,000. 

Mr. Correr. When did that develop? 

Mr. Pricuarp. I have in June of 1949. 

Mr. Correr. And there was a series of shortages there; was there 
not ¢ 

Mr. Pricuarp. My file doesn’t indicate that, Mr. Cotter. 

Mr. Correr. It perhaps would not. 

Mr. Pricuarp. I have a brief report on that. I also have —— 

Mr. Correr. When was your settlement concluded ? 

Mr. Pricnarp. January 29, 1951. 

Mr. Correr. And how much was it for? 

Mr. Pricuarp. The full amount of the shortage. 

Mr. Correr. Sixty-what? 

Mr. Pricnarp. $66,886.04, I have here. 

Mr. Correr. When was it referred to the Department of Justice ? 

Mr. Pricnuarp. That went forward on March 18, 1952. 

Senator ArkeNn. Do you think any of these people are going to be 
surprised finding their cases have gone to Justice after they thought 
they were settled? Did any of them have assurance or were they 
given any understanding that if they found the money to pay up that 
would probably be the final settlement ? 

Mr. Pricuarp. No, sir. 

Senator ArkEN. None of them had any assurance at all? 

Mr. Pricuarp. No. 

Senator AIKEN. That they would not be subject to prosecution ? 

Mr. Pricnarp. That is right. Not in a case that involved possible 
conversion. Of course, these questionable cases as to bent were 
settled finally as they arose. 

Senator Arken. I understand that. 

Mr. Pricnuarp. I point out to you, Senator, this one was settled 
by payment received from the field warehouse guaranteeing the 
collateral. 

Senator ATKEN. I see. 

Mr. Pricuarp. Not from the company. 

Senator ArKEN. Yes. 





STORAGE AND PROCESSING ACTIVITIES OF CCC 1691 


The Cuarman. How many cases are there? Can you point out 
the cases wherein there was known conversion and the date of sending 
them to Justice for prosecution other than this year after these hear- 
ings started / 

Mr. PriciArp. The next one in my list involved false certification 
that went to Justice in November, 1951. 

Mr. Correr. Pardon ¢ 

Mr. Pricuarp. I say the next case I have involves false certification 
and went to Justice November, 1951. 

Mr. Correr. When was it discovered ¢ 

Senator ArkeN. Was that the Brownwood case? 

Mr. Pricuarp. No, sir. I was turning on through the files. 

Senator ArKEN. What case is that one? 

Mr. Pricuarp. That is the case of three—Bass, White and Porter. 

Senator A1KkEN. What name did they do business under? 

Mr. Pricuarp. I don’t believe that is applicable, sir. As I recall, 
one of them was a buyer of peanuts acting as an agent for someone, 
and one falsely certified he was a producer of a lot of peanuts when in 
fact he was not. 

The Cuarrman. Were any losses involved in that case? 

Mr. Pricnarp. No losses. 

Mr. Correr. That does not fall in the converted group? 

Mr. Pricuarp. No; not at all. You want only possible conversions; 
is that right? 

Senator Arken. Let’s have the Dawson Cotton Oil Co. at Dawson, 
Ga. Do you have a record of that? It is supposed to have a shortage 
of $100,000. 

Mr. Pricuarp. I have a very brief summary, Senator, and my per 
sonal knowledge of the case 1s quite limited—about just what you 
just stated. 

Senator A1keN. Mine is limited, too. That is why I am asking 
you. 

Mr. Pricuarp. I have here what I believe Mr. Cotter has already 
been furnished. I will be glad to give it to you. 

The heading is “Diversion of crushing peanuts to shelling.” That 
would be for edible use. 1,918,360 pounds. The claim was $115,102.80. 

The Cnarrman. Now, how was it settled ? 

Mr. Pricnarp. That was settled by a compromise offer, according 
to the information I lave here. 

The CHarrMAN. How much was it? 

Mr. Pricwarp. $1,000. 

The Cuarrman. How much? 

Mr. Pricnarp. $1,000. 

The Cuarmman. One thousand ? 

Mr. Pricuarp. Yes, sir. 

The Cuarrman. Why was such a small amount accepted, do you 
know ? 

Mr. Pricuarp. No, sir, I do not. That was before my day. 

The Cuarrman. How old is it? 

Mr. Pricuarp. That was, I believe, in 1942 or 1943. 

The CuHarrman. 1942 or 1943? 

Mr. Pricuwarp. 1942. 

The Cuairman. Mr, Cotter, have you any more facts on that case ? 
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Mr. Correr. I may have downstairs, but I do net have them at han 
this morning. 

Senator Arken. How long do these cases run before they excee! 
the stataute of limitations? 

Mr. Pricuarp. I don’t know, Senator. 

Senator Arken. You are a lawyer, Senator Ellender. 

The CHarmrman. That depends on jurisdiction. In my State 
would be 3 years. 

Senator Arxen. I wondered if this case had been permitted to run 
the statute of limitations, and that was why it was settled for $1,000) 
when the loss was approximately $142,000. 

Mr. Pricnarp. Well, there was apparently no actual loss to th: 
Commodity Credit Corporation. I may point that out. 

The Cuarrman. Why is that? 

Mr. Pricuarp. Let me again emphasize I am speaking from tl. 
report I have at hand here. 

The Cuainman. Who sustained the loss? 

Mr. Pricuarp. It was a claim rather than a loss for the diversion 
of peanuts bought for crushing to selling for edible use. The file 
that 1 have shows that they were so diverted, but other peanuts 
were crushed in excess of the particular quantity. 

The Cuarrman. So that the Commodity Credit did not lose in this 
instance ? 

Mr. Pricnarp. That is correct. 

Senator Arken. However, the purposes of the program were not 
met by converting edible peanuts into oil? 

Mr. Pricuarp. Certainly were not. 


Senator ArkeN. Have you had much trouble with the conversion of 
edible P sanuts into oil? 


Mr. Pricuarp. You mean oil peanuts into edible? 

Senator Arken. Vice versa, both ways. Apparently one year it 
is one way and another year another way. 

Mr. Pricuarp. Obviously we wouldn’t have any on diversion of 
edible to oil because of the large disparity of the price and the inherent 
loss to a person making such a change. 

Senator Arken. That is right as to the loss to the growers of the 
peanuts, but wh: at about the gain to the processor ? 

Mr. Pricnarp. That is what I was pointing out, the processor 
would have no incentive to use edible priced peanuts for crushing 
because generally the oil value is about half of the edible value. So 
the incentive to use oil priced peanuts for edible purposes is present. 

Senator Arken. However, what about the reports prevalent a year 
or two ago that peanuts were being diverted into oil because the 
handler could make $2 a ton more by handling them as oil peanuts tha: 
he could as edible peanuts? 

Mr. Pricuarp. I believe that was correct, Senator, at that time 
For one brief period the price of oil got so high that a sheller could shel! 
peanuts for crushing at higher prices than he could obtain from the 
end user of edible peanuts. 

Senator Arken. Do you think that was true in this case in 1945? 
That is the Dawson Cotton Oil Co. ? 

Mr. Pricuarp. No, sir, it was not. The oil price was cheaper at that 
time. 

Senator Arken. It was? 
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Mr. Pricuarp. Yes, sir. 

The CHatrMan. Mr. Prichard, you state that there were $115,000 
involved and it was settled for $1,000. Well, now, if Commodity 
Credit did not take the loss, who did ¢ 

Mr. Pricnarp. Well, there was no loss, Mr. Chairman. It was a 
claim for the diversion. In the particular transaction there was no 
loss to CAA Obviously 

The CuatrMAN. Did the farmer lose it? 

Mr. Pricuarp. No, sir. 

The CuarMan. The cooperative ? 

Mr. Pricuarp. No, sir. Let me continue, if I may. Obviously, 
there would have been a loss on some other peanuts by reason of these 
going into the edible trade, but the file that I have shows that another 
quantity was crushed by the same mill. 

The Cuatrman. Substitution ¢ 

Mr. Pricnarp. And substitution. I want to emphasize I personally 
know nothing about this case. 

The CHatrMAn. In this case it was merely a violation of the law, of 
the program, as was pointed out, was it not ? 

Mr. Pricuarp. Of the contract provisions. 

The CHarrMan. I see. 

Mr. Correr. What was the claim based on, Mr. Prichard? There 
must have been some basis for the claim. 

Mr. Pricuarp. Mr. Cotter, I want to tell you again that this is 
before my day and I know very little about the case. 

The CHarrmMan. Who would know in the Department ¢ 

Mr. Pricnuarp. The file here—— 

The CuarrMan. I say, who would know in the Department ? 

Mr. Pricuarv. Frankly, Mr. Chairman, I don’t know who is still 
there that would know. ‘This is a 1942 case. I believe the facts that 
I have here might be adequate for the purpose. So I will go into a 
little more detail from what I have before me. 

The Cuatrman. All right. 

Mr. Pricnarp. The imvestigation report discloses the purchase of 
5.000 tons 

Mr. Correr. I cannot quite hear you. 

Mr. Pricuarp. Of 3,000 tons of peanuts for crushing into oil. The 
report also discloses that 1,918.80 pounds of this quantity was 
diverted to shelling, that is, from oil to edible use. 

The president and vice president of Dawson Cotton Oil readily 
and willingly admitted that this quantity was shelled. They pointed 
out, however, that prior to the sale they had crushed a quantity of 
peanuts that were authorized for shelling in excess of 1,918,308 pounds, 
and thus they felt justified in shelling these peanuts. 

Now perhaps Mr. Duggan may re« -all some other facts in connection 
with this case. 

The Cuarman. Mr. Duggan, will you step forward? 

Senator Arken. Is it not apparent, Mr. Prichard, that he diverted 
the oil peanuts into the edible stock, therefore sold them for $115,000 
more than they would have been worth as oil peanuts; and instead 
of turning the $115,000 over to the Government, he was able to settle 
for $1,000? 

Maybe Mr. Duggan can explain that, but that is the way it looks 
on the face of it. He marketed them where they would bring $115,000 





1694 STORAGE AND PROCESSING ACTIVITIES OF CCC 


more than they would if he marketed them for oil purposes, and 
then he settled with the Department for $1,000. 

Mr. Pricuarp. Well, Senator, I can give you only 

Senator Arxen. I say that is the way it looks on the face of it. 

Mr. Pricuarp. On the face of what I have here—and I believe 
Mr. Cotter has the same information—it looks to me as though it was 
a technical contract violation. 

Senator Arken. And a profitable one, I would say. 

Mr. Pricnarp. No, sir. 

Senator Aiken. For him. 

Mr. Pricuarp. But, since shelling peanuts in a larger quantity, 
were crushed, there would not have been the indicated profit of 
$115,000. 

Senator Munpr. That depends on the price relationship at the 
time they were crushed. Can you give us that price relationship? 

Mr. Pricuarp. I don’t have that, sir. 

Senator Munpr. Then how do you know it was not a profitable 
operation? You said there was one time it was. 

Mr. Pricnarp. This was not such a time. Here I know the price 
of oil peanuts was cheaper than the price of edible peanuts. 

If I understood you, I think you raised a little different question : 
Was the price of oil and meal higher than the other during this period ? 
As I recall, they were under ceiling price at that time. 

Mr. Correr. You say this case developed in 1942 or 19434 

Mr. Pricuarp. The purchase was in October of 1942. 

Mr. Correr. And when was the claim set up? 

Mr. Pricuarp. I have here, Mr. Cotter, the file—wait a minute. 
There are two dates. In June and July of 1943 is the date I have. 

Mr. Correr. How large was the claim on that ? 

Mr. Pricuarp. $115,000 approximately. 

Mr. Correr. Then the claim stayed open for what—8 years to 1951? 

Mr. Pricnarp. No, sir. 

Mr. Correr. I am sorry. 

Mr. Pricuarp. I am sorry. Maybe I did not make that clea: 
It was settled in either April or May of 1944. There are several dates 
in here, Mr. Cotter. 

Mr. Correr. I don’t have the case before me. 

Mr. Pricuarp. I want to point out again, this is all I know about 
it right here. I was not in on the handling of the case. 

Mr. Correr. I think you have furnished us the status forms on all 
these peanut cases, have you not? 

Mr. Pricnarp. I believe you have everything that I have here 
before me, yes, sir. 

Mr. Correr. I don’t know anything is served by just accumulation. 

The Cuamman. Have you any serious cases, any more serious than 
the ones that have been mentioned ? 

Mr. Correr. I think that some of these cases he has read—Alabama, 
Abbeyville, Brownwood, and so forth—are substantial cases. 

The Cuarrmman. As to amounts and everything else? 

Mr. Correr. Yes. 

The Cuarrman. In all cases they were settled along the same line 

Mr. Corrrer. The pattern appeared to be that most of them were 
settled for something, and recently they have been referred to the 
Department of Justice. 


/ 
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The Cuarman. Was the detection of those cases made through 
investigations by the Department? 

Mr. Correr. In most instances there was a compliance and investi- 
gation report. 
~ Senator Arken. Might we just have the case of the Home Fertilizer 
& Cotton Oil Co., of Headland, Ala.¢ Am I correct in my under- 
standing that Commodity Credit has a claim of $86,000 plus against 
this company ¢ 

Mr. Pricuarp. Yes, sir; that is the figure I have here. 

Senator Arken. Has that been referred to the Justice Department ? 

Mr. Pricwarp. Yes, sir. 

Senator A1rxen. When? 

Mr. Pricuarp. In March of 1952, but I will have to correct my 
statement it went to the regional attorney. 

Mr. Correr. What date in March? 

Mr. Pricuarp. I have the 28th, to the regional attorney. 

Mr. Correr. When was it first discovered ? 

Mr. Pricuarp. Discovered July 1951. 

The Cuarrman. Why the delay? 

Mr. Pricuarp. I have here, “Request for investigation report on 
August 2, 1951, and the report received December 29, 1951, and re- 
ferred to the Solicitor on February 12, 1952.” 

The CHarrman. How much is involved in that case, do you say ? 

Mr. Pricwarp. I have $93,000. 

The Cuatrrman. Was it settled? 

Mr. Pricuarp. That has been paid in full by the warehousing com- 
pany, Field Warehouse Co. 

The CHarrman. Sothe Commodity Credit lost nothing in that case? 

Mr. Pricnarp. That is correct. 

Senator A1xen. Have you the case of Portales Vallev Mills, Inc., 
John Burroughs, president and manager, Portales, N. Mex. ? 

Mr. Pricnarp. Yes, sir. 

Senator Arken. Does that have a claim of $84,000? 

Mr. Pricnarp. I don’t have a figure in my record here. Let me see, 
Senator. No, I don’t have a figure on that. 

The Cuarrman. What is the nature of that case? 

Mr. Pricuarp. That was an investigation made by our office of 
compliance and investigation covering general allegations that pea- 
nuts sold for crushing had been converted to edible use. 

Senator Arken. And shipped to France. Diversion of 420.559 tons. 
according to what T have. 

Mr. Pricnarp. The report—would you like for me to read this? 

Senator Aiken. Yes, if you might. 

Mr. Pricuarp. The report discloses that all peanuts purchased for 
crushing have been shelled, and export records indicate that 120.599 
tons have been converted to edible use, and that Burroughs requested 
permission to crush this many tons of his own farmers’ stock as an 
offset. This report was dated November 18, 1947. 

Senator Arken. Has that been referred to the Justice Department ? 

Mr. Pricnarp. Yes, sir; on July 2, 1948. 

Mr. Correr. For civil or criminal action ? 

Senator Arken. And what disposition was made of it? 

Mr. Pricuarp. Justice on December 12, 1948, informed us the acts 
of the subject “are not violative of the Federal criminal statutes.” 
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And it feels that civil liability is not sufficiently established to war 
rant transmission to the United States attorney. So our file has been 
closed. 

The Cuarrman. Were there any losses sustained in that case ? 

Mr. Pricuarp. No, sir. 

The Cuarrman. All right, proceed. 

Senator Arken. They simply sold for export a large quantity of 
peanuts which should not have been sold for export ¢ 

Mr. Pricuarp. That is correct. 

The Cuarrman. How many warehouses did you deal with during 
this period on this peanut program, do you know ¢ 

Mr. Pricuarp. Some several hundred. 

The Cuarrman. And how about crushers? 

Mr. Pricuarp. Oh, 1 would guess at least 40 or 50. 

The Cuarrman. Forty or fifty? 

Mr. Pricuarp. I can supply you an exact number for the record if 
you would like it. 

The Cuatrrman. What is your general summary of the situation in 
view of the data you have given us now? 

Mr. Pricuarp. My general summary / 

The Cuaran. Yes. 

Mr. Pricuarp. I think we had very nominal losses incurred in view 
of the quantity of peanuts we handled. 

The Cuatrman. Well, it appears that way to me. Of course, I am 
not trying to condone it in any manner. But what was the size of the 
program ¢ 

Mr. Pricuarp. Well, we have had a tremendous surplus production 
of peanuts since the beginning of the war. You will recall when we 
were cut off from our imports of oil from normal sources we were a 
deficit nation. 

The CHarrman. Right. 

Mr. Pricnarp. And we went out, that is, the Department asked 
peanut farmers to increase their acreage to 514 million acres. 

Senator Aiken. When was that? 

Mr. Pricuarp. In 1941 or 1942, Senator, back right after we were 
involved in the war. 

Senator Arken. I thought you said the price of oil very low in 1942. 

Mr. Pricuarp. No, sir. I said it was lower than the edible value. 

Senator Arxen. I see. 

Mr. Pricuarp. Which it ordinarily is. 

Senator Arxen. Which gave an incentive to divert oil peanuts to 
edible purposes ¢ 

Mr. Pricuarp. That is right. Of course, you will recall, too, I am 
sure, during the war the use for edible and oil was handled by War 
Food Allocations Authority. , 

Senator Arken. Let’s see. The last reference of any case which 
you have mentioned to Justice Department until March of this year 
appeared to be in 1948. 

Mir. Pricuarp. Well, I am sure there are others in here. I just 
took the ones which we were turning through. 

Senator Arken. I was wondering if there is any significance in the 
fact, or whether it was just coincidence, that most of them had been 
referred to Justice after this committee had indicated its intention of 
looking into these cases. Was there any change of policy in that 
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respect such as has been testified by the PMA directors relative to the 
grain conversions? Has there been a general tightening up this 
year ? 

" Mr. Pricuarp. Not in the case of the peanut program. We have 
each year all peanuts cleaned up. The cases come to light then. 

Senator Arken. Has there been any change in the peanut program 
this year ¢ 

Mr. Pricuarp. For 1952? 

Senator AIKEN. Yes. 

Mr. Pricuarp. Yes, sir. We have made a major change. 

Senator Arken. Will you tell us briefly what those changes are ? 

Mr. Pricuarp. Yes. We are providing for 1952—first, let ine say, 
we were able to establish a national quota in line with anticipated 
edible demand for 1952 for the first time in many years. 

The CuarrmMan. That was because of recent amendment to the act. 

Mr. Pricuarp. Yes, sir. There has been one major legislative 
change, the elimination of the excess oil provision of the act. 

Senator Aiken. Have there been any policy changes in the peanut 
program since January 1 of this year? 

Mr. Pricuarp. Yes, sir. 

Senator A1ken. Tell us briefly what those are. 

Mr. Pricuarp. We are providing for support this year on a farm- 
loan bases, a warehouse-loan basis to individual farmers, and a co- 
operative price-support program; that is, through the three coopera- 
tives operating as cooperatives and not as direct agents of Commodity 
Credit as they have in the past. So that under either one of the three 
methods, the farmer will retain his right to share in any possible 
increase in market price. 

Senator ArkeNn. In other words, the support program is now being 
put on a basis similar to the support given to other commodities ¢ 

Mr. Pricuarp. Yes, sir, a quite comparable basis, and quite in order 
when we reduce the production. 

Senator AIKEN. Do you think that this change in policy may result 
in the farmer being surer of receiving the benefits which the support 
program is intended to give him? 

Mr. Pricnarp. Well, I don’t know that we could say it just that 
way, because under our direct-purchase program he got the support 
price. 

Senator AIKEN. Yes. 

Mr. Pricnarp. When he went to market. Now he will have to 
issume his responsibility to market his crop in an orderly manner 
and use his judgment as to when. 

Senator Aiken. However, if you did not think that the program 
was going to be improved, you naturally would not have changed 
the policy ¢ 

Mr. Pricuarp. We think it is a big improvement, but I would point 
out, too, that very much has changed, changed circumstances. We 
will have a production fairly well in line with the edible demand 
and not the tremendous surplus that we had during and following 
war years. 

Senator ArkEN. I am inclined to think this program will be im- 
proved. 

Mr. Pricuarp. I think so. 

The CHarrMan. It ought to be with the changes in the law fostered 
by this committee here in recent months. 
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Senator Arken. Yes. 

The Cuatrman. Any further questions? 

Mr. Correr. No further questions. 

The Cuarrman. Thank you very much, Mr. Prichard. 

Mr. Pricuarp. Thank you, sir. 

The CuatrmMan. Mr. Harrill. 

Do you solemnly swear to tell the truth, the whole truth, and 
nothing but the truth, so help you God ¢ 

Mr. Harry. I do. 


TESTIMONY OF DELBERT J. HARRILL, CHIEF, OFFICE OF AUDIT, 
PMA, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Correr. Do you want to state your full name, Mr. Harrill, 
for the record ? 

Mr. Harriww. Delbert J. Harrill. 

Mr. Correr. What is your position with the Department ¢ 

Mr. Harriww. Chief Auditor, Office of Audit, Production and Mar- 
keting Administration. 

Mr. Correr. Are all your auditing functions confined to PMA? 

Mr. Harri. Yes, sir. 

Mr. Correr. Would you briefly outline what your functions are? 
I mean how they are broken down between the various branches of 
PMA, the size of your staff, and so forth ? 

Mr. Harritz. The Office of Audit serves as an arm of the Admin- 
istrator to check on the activities of the entire Administration from 
an internal auditing angle. We go into the work at the PMA com- 
modity oflices. We have people stationed there full time. 

We also check contractors and other people dealing with the Admin- 
istration from the commercial angle. We cover both Commodity 
Credit activities and appropriated fund activities. 

Our staff at the present time is composed of approximately 134 
people. 

Mr. Correr. You mean professional people? 

Mr. Harritz. About 100 or 105 of those people are auditors. 

Mr. Correr. What is your budget for your Office of Audit? Can 
you recall offhand approximately ¢ 

Mr. Harry. For the current period I don’t believe I have a figure. 
I have, I think, personnel—138 people at the present time. 

Mr. Correr. | mean, what is your financial budget for the current 
fiscal year / 

Mr. Harri. I think that runs approximately $1 million. 

Mr. Correr. And has that fluctuated one way or the other in the 
past 5 or 6 years, 4 or 5 vears ¢ 

Mr. Harri. Yes, it has. 

Mr. Correr. Been greater or less? 

Mr. Harri. We have had a gradual reduction in the last 4 years. 

Mr. Correr. Is that from your war-activity period ¢ 

Mr. Harr. Generally, ves. We did have about 212 employees 
at one time. 

Mr. Correr. That was at the peak of the war. At that time did 
you have War Food Administration ? 
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Mr. Harruwy. Yes, sir. We had a lot of contract-renegotiation 
activity which required considerable cost-audit work. 

Md. Corrrer. Now you say that you operate internal controls, you 
are an arm of the Administrator ¢ 

Mr. Harriti. We check on internal controls. It is a form of 
internal control that checks on other internal controls within the 
Administration. 

Mr. Correr. Who sets up the other internal controls ? 

Mr. Harriwt. The Office of the Administrator and his staff 
assistants, plus the operating branch directors 

Mr. Correr. And do you feel that the internal controls and the 
balance of controls of Agriculture are adequate as presently consti- 
tuted ¢ 

Mr. Harriwzt. You say Agriculture. You mean PMA? 

Mr. Correr. PMA. 

Mr. Harriti. We have had occasion to make recommendations with 
respect to strengthening certain internal controls in the past vear. I 
would say the most outstanding one is the grain-inspection activity. 

Mr. Correr. What were your recommendations along that line/ 

Mr. Harrus. We have recommended that steps be taken to 
strengthen the grain-inspection work and to check with certain States 
regarding their warehousing laws. 

Mr. Correr. Now, Mr. Harrill, who else in PMA has made these 
shortage checks in commercial warehouses other than your office / 

Mr. Harriww. The Inspector have disclosed some shortages, 

Mr. Correr. What inspectors ¢ 

Mr. Harriti. The Federal warehousing inspectors. 

Mr. Correr. You mean the United States warehouse inspectors ? 

Mr. Harriuwz. Yes, sir. I don’t recall just how many. I know of 
one in particular. 

Mr. Correr. Is their operation, when they inspect a warehouse, al- 
most identical to what your auditors do when they go in to take a 
check as to whether a warehouse is short or not ? 

Mr. Harrmu. They don’t take the same approach we take. They 
go beyond what we do. ‘They get into the inspection of the grain. 

Mr. Correr. You mean the quality inspection ¢ 

Mr. Harri. Yes, sir. 

Mr. Correr. Yes. But I am just talking about the shortage phases. 

Mr. Harri, Physical-inventory check. It is substantially the 
same as I understand it. 

Mr. Correr. And the operation of this physical-shortage check is 
not necessarily an audit job? 

Mr. Harri. That is right. We have stepped out of character 
here auditing the warehouses this ye: ir. Asa general rule that is the 
responsibility of the inspectors ¢ and the operating people. 

We found occasion to go into the warehouses in the Dallas area and, 
as you know, this entire rash of shortages down there was disclosed 
by the PMA auditors. That is something we have been working up 
to for quite some time. I would say for about 2 years. 

Mr. Corrrer. Why 

Mr. Harrux. Auditors are supposed to question matters, and we 
did not feel that the Administration and the auditors had enough 
information at hand to place a hundred percent confidence in the 
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integrity of a warehouse receipt. I would say about a year and » 
half ago I went to the Administrator with our plans to go into thi 
entire situation throughout the country. First we approached it— 

Mr. Correr. Did he approve that? 

Mr. Harriww. He did. 

Mr. Correr. What Administrator was that? 

Mr. Harriww. Mr. Trigg. 

Mr. Correr. When was that? 

Mr. Harrity. I would say about a year and a half ago. 

Mr. Correr. That would be in the latter part of 19507 

Mr. Harriwt. It might have been before that. I would say a yea: 
and a half or 2 years ago. It is a matter of record in our office. 

We started out to visit each individual State to get information about 
the enforcement of the State warehousing laws. Of course, we have. 
access to the laws in the library, but we had to visit the State to get 
some indication of what they were doing to enforce the laws. 

Now that still did not give us our information. We determined 
that the only way to find out about the effectiveness of the enforcement 
of a warehousing law was to get out and follow the inspectors and do 
some of the checking ourselves. 

We were constantly on the watch to find specific reasons for going 
into the warehouses in all of our offices. The Dallas situation—or the 
check we made down there was the first real good reason we had. We 
found our first good reason there to go into the warehouses in that 
particular area. 

Mr. Correr. Hasn’t there been slow loading-out cases prior to that 
time and so forth? 

Mr. Harem. Yes, we found slow-loading orders in other offices, 
but after going into them and getting a good reason for the slow 
action we passed them over. 

Mr. Correr. You mean you did not actually check the warehouse ’ 

Mr. Harritx. That is right; we did not. I remember one case 
where we had a number of slow-loading orders. We checked the 
reason, and found the grain could not be loaded on the boats because 
the lakes were frozen over at that time. We satisfied ourselves that 
that was the reason, and after talking to the Commodity office officials 
about it, they agreed to call the loading orders back. 

Senator Arken. When did you make this check in the Dallas area / 

Mr. Harritt. We started the check in the office last May. At that 
time we found our slow-loading orders, and shortly thereafter we 
started to make our visits to the warehouses and disclosed this rash 
of shortages. 

Senator Arken. You say you started out to make this check in all 
States / 

Mr. Harri. We did, about a year and a half or 2 years ago. 

Senator Arken. That is right. 

Mr. Harritt. We were checking the laws. But that did not include 
our visit to the warehouses. 

Mr. Correr. What did you find with respect to the laws? 

Mr. Harriti. Well, we found that many States did not have what 
appeared to be an adequate law, and in other cases they seemed to 
have pretty good laws, they seemed to have—— 

Mr. Correr. And no money appropriated to enforce them ? 
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Mr. Harrix. In some cases they did not. In other cases they 
seemed to have a pretty good procedure for checking, but still that 
wasn’t any indication to us that the effectiveness of the procedure 
was O. K. 

Senator Arken. Did you complete the survey ? 

Mr. Harr. Practically all of it. It has been more or less a con- 
tinuous survey. We worked it in with our other activities. We did 
not have special money for it. 

Mr. Corrrer. Do you have a comprehensive report covering it? 

Mr. Harriix. No: not a summarized report. We do have reports 
from each of our field offices. In other words, this was a means of 
forcing our auditors in the field to become familiar with all ware- 
housing activities so they could use that knowledge in the audit of our 
PMA commodity office activities. 

Mr. Correr. So were you in Dallas during some segment of your 
audit work there last summer ? 

Mr. Harriti. We were auditing the inventory segment in the Dallas 
office. 

Mr. Correr. What would that consist of ? 

Mr. Harriii. Well, check the records pertaining to inventories and 
send out confirmation requests. 

Mr. Correr. In other words, you would check the records of the 
Dallas commodity office to determine whether they were in order and 
how much grain they had stored there? 

Mr. Harri. That is right. 

Mr. Correr. And then you would send out a letter to the ware- 
housemen to confirm whether they had the grain stored there? 

Mr. Harry. That is right. And we also checked the loading-out 
order files. Now that is where the whole situation started. 

Mr. Correr. You would have to check the grain in transit in order 
to get an accurate inventory; is that right, or were you after an 
accurate inventory ¢ 

Mr. Harri. Well, we wanted to be able to say that the records 
were substantially correct. 

Mr. Correr. Was your purpose also to establish how much grain 
to the bushel was stored in the Dallas office? Was that one of the 
objectives of the operation ? 

Mr. Harem. Yes. In checking the loading orders we found a 
number were very old, running from 2 or 3 months up to 6 or 8 or 9 
months. So to us that was an indication that we ought to go further 
and go in back of the loading orders. But we would not have done 
that if we had found that the Dallas office had been making regular 
visits and a sufficient number of visits to these warehouses. We went 
out ourselves to find out what the situation might be. 

Mr. Correr. How many warehouses did you check ? 

Mr. Harri. In that particular area / 

Mr. Correr. Yes; the Dallas area. 

Mr. Harriwyw. We checked 302. 

Mr. Correr. Over what period of time? 

Mr. Harem. From last July up until the present date. 

By the way, I told you we started this office check in May. We 
did. And about the ist of June we made our decision to go into the 
warehouses. 
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Mr. Correr. Actually you did not get in there until August, did 
you ¢ 

Mr. Harriti. No; we got in in July. Several fellows had vaca- 
tions scheduled. We would have canceled them had we known what 
we were going to run into. 

Then, too, we had to prepare a lot of preliminary information at 
the Dallas office. We had to analyze all of the records, have IBM 
listings prepared of the wheat in warehouses, and check with the 
custodian of the warehouse receipts. 

Mr. Correr. Without naming any names, how many shortages has 
your audit in the Dallas area discovered to date? Of your 302 ware 
houses done, how many have come up short ? 

Mr. Harri. Forty-nine material shortages. 

Mr. Correr. That’s about 3 percent ? 

Mr. Harri. We found 16 percent short of what we have checked. 

Mr. Correr. No. I mean material. What is material—above a 
3-percent shortage ? 

Mr. Harem. Oh, I see what you mean. In many cases we found 
50 bushels short or so many thousand pounds. We don’t think of 
those as being material. 

Mr. Correr. Infinitesimal compared to the over-all? 

Mr. Harem. Yes. Then, too, you have to have a pack factor. We 
take our inventory through measure. We measure the bin or the 
flat storage. 

Mr. Correr. Dollarwise, how much do these 49 shortages amount to’ 

Mr. Hareriiu. We do not place any value on the shortages ourselves. 

Mr. Correr. You had so many bushels in each case, didn’t you ? 

Mr. Harri. That is right. 

Mr. Correr. Didn’t you have a definite number of bushels or 
pounds ¢ 

Mr. Harriwt. Yes; a definite number of bushels or pounds. 

Mr. Correr. You have not computed that dollarwise ? 

Mr. Harriiy. Not in our office. 

Senator Munpr. What was the total number of bushels that were 
short ? 

Mr. Harr. I don’t have that figure here. That is available. 

Mr. Correr. Could you get it for us? 

Mr. Harrmu Yes. Dallas area—590,101.78 bushels of wheat and 
86,972,634 pounds of grain sorghum. 

Mr. Correr. And you might break it down into wheat and sorgums 
or any broad category. 

The Cuamman. You said there were 49 cases. Are those the same 
cases that were reported on by GAO? 

Mr. Harem. Yes. Those cases were included in their report. I 
think we found, maybe, just 4 or 5 since that report was rendered. 

Senator AIKEN. Since the first of the year. 

The Cuatrman. In other words, the amounts that have been set out 
in the GAO report as to bushels and value are about the proper and 
correct amount ¢ 

Mr. Harem. That is right; yes. 

Senator Arken. What is the total number of warehouses covered 
in the Dallas area? 
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Mr. Harriwyw. As I recall, about 1,500 contracts, but we did not 
have grain stored in all of those. 

Senator ArKEN. I was wondering, in making your audits, whether 
you selected first the 302 warehouses where you felt there was more 
need for inspection, or whether you took them as they came. 

Mr. Harem. No. We had pretty good reasons for taking some of 
them at first. At first we naturally took most of those in the slow- 
loading order file. 

Senator AITKEN. Yes. 

Mr. Harrizt. Then we had to work out economical itineraries for 
the auditors so that they wouldn’t be jumping from one side of the 
State to the other. 

Senator AIKEN. Yes. 

Mr. Harrm.. And we did not include any warehouses covered by 
the Federal Warehousing Act. We left those out. We tried to 
spread the check into the States involved. We did not audit all 
warehouses in Oklahoma. After checking about 20 or 25 percent, 
we thought they had a very good warehousing law. 

Mr. Correr. Oklahoma? 

Mr. Harrin. Yes, sir. 

The Cuatrman. Did you find any shortages there ? 

Mr. Harritt. We foupd maybe one or two small ones, but not any 
serious situation. 

The CuarrMan. The majority of these 49 cases that you have indi- 
cated were found in what State? 

Mr. Harritw. In the State of Texas. 

The Cuamman. The State of Texas / 

Mr. Harrie. Practically all of them were there. 

The Cuairman. To what do you attribute that? Of the 1,200 ware- 
houses in that area, are most of them in Texas / 

Mr. Harriti. | believe they were, yes, in Texas and Oklahoma. 

The Cuarrman. To what do you attribute the shortage in the Texas 
area compared with Oklahoma and other places within that region ¢ 

Mr. Harritt, Oklahoma has a very strict warehousing law. Texas 
did not. And then too, perhaps, inspectors had not been out often 
enough. 

The CHairmMan. In the Texas area / 

Mr. Harriti. In that entire area. 

Mr. Correr. You are familiar with the fact. of course, there was 
no policy for quantity inspections in any of these warehouses ¢ 

Mr. Harritz. Yes. 


Mr. Correr. Prior to your going in. That was really why you 


people went in. Isthat not right? 

Mr. Harri. That is right, yes. I want to make it clear again 
how that we do hot Visit the ones Coming under Federal W are housing 
Act. 

Mr. Correr. I appreciate that. Why did you just testify the 
Inspectors had not been out often enough when there was actually ho 


policy, was there, for them to go out / 

Mr. HARRILL. Yes, the PMA conumodity offices were supposed ta 
have supervision of the grain in the warehouse. 

Mr. Co. TER. Qualitative. But you did not makea qualitative ier 
vourst lf. Yours was a quantitive check. 
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Mr. Harritxi. That is right, except we did make a visual inspectio 
ofthe grain. I mean by that we made the i inspection without technica! 
knowledge of grain and without the use of technical instruments. 

Mr. Correr. Of course, that was not of too much value, your qua} 
itative examination. 

Mr. Harritt. You would be surprised what you can do with that 

Mr. Correr. Did you take samples ¢ 

Mr. Harrun. No. If we had a bin with a lot of bad grain in it, 
we might take a couple of handfuls to show what we run into. But it 
is not so hard to say that grain is in bad condition and needs attention 
when it is steaming or 1s caked over, or if it appears to be over 
populated with insects. If you have a lot of unusual odors and see a 
lot of rats running around, you don’t have to be a grain expert. 

Mr. Correr. I can understand you wouldn't. 

Mr. Harrivt. Understand, I say you don’t have to when you run 
into that situation, or if a roof is leaking. 

Senator Arken. You don’t anticipate that if you inspected the other 
1,200 warehouses now you find 16 with shortages / 

Mr. Harriwt. The ‘other 1,200 do not have grain in them, did not 
have at that time. 

Senator Arken. I see. 

Mr. Harrity. They had contracts with them. 

Senator AIKEN. I see. 

Mr. Correr. So actually the Texas area, the 302 warehouses in 
spected there represented what percentage of all the warehouses that 
Commodity Credit had grain in in that area ? 

Mr. Harris. Well, I would say about 75 percent. That is just 
an offhand estimate. 

The Cuarrman. And that would include the Oklahoma cases? 

Mr. Harrity. That is right. 

The Cuarrman. And the Arkansas and New Mexico? 

Mr. Harritit. No. I can check that figure. That is a rough esti 
mate. I had better check that. 

The Cuarrman. If it is wrong you will correct it for the record? 

Mr. Harri. Yes. 

Senator Arken. Was there any unusual activity in the spot grain 
market in that area after you started your inspection program / 

Mr. Harrity. After we started it / 

Senator Arken. I was wondering if there was an effort made to 
replace the converted grain as soon as you started your thorough 
Inspection program. 

Mr. Harri. Well, we watched for that, the possibility of officials 
in one organization being connected with another. If we go in one 
place and find them O. K., and they would know their other house 
is short, there is a possibility they will ship that over by rail to cover 
the other shortage. So it is part of the auditor’s responsibility to 
check movements within a certain period of time just to make sure 
that doesn’t happen. 

Mr. Correr. Now your Dallas agency is ranked in what place as 
one of your commodity offices? You have Resides City, Chicago, 
Minneapolis. Are not they all ahead of Dallas? 

Mr. Harritzi. We have those three areas in one office. I would say 
Dallas is about No. 2. 
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Mr. Correr. What is No. 1—Chicago ? 

Mr. Harriww. Chicago, covering those three offices. 

Senator A1keN. What is the comparative size? 

Mr. Correr. Chicago is your biggest one ¢ 

Mr. Harry. I group the three from our angle. 

Mr. Correr. You have an audit office in Chicago that does cover 
the three; is that it 

Mr. Harriww. That is right. 

Mr. Correr. I see. Well, taking them by offices, is Chicago ahead 
of Dallas? Where does Dallas come in the picture with respect to 
size of the grain operation / 

Mr. Harriti. That is No. 2. 

Mr. Correr. Chicago, Dallas. Then is it Kansas City ¢ 

Mr. Harriwz. Wait a minute. I group those three from our angle. 
I don’t know just which one is the largest of the three. 

Mr. Correr. But you are grouping Chicago, Minneapolis, and Kan- 
sas City as one ¢ 

Mr. Harriwy. That is right. I look at that from the audit workload 
size. 

Mr. Correr. You can’t divide it by— 

Mr. Harrity. No. 

Mr. Correr. And then outside of that ? 

Mr. Harrici. I would say Portland is next. 

Mr. Correr. Portland ¢ 

Mr. Harritz. Yes, 

Mr. Correr. And was it New York or San Francisco? 

Mr. Harritz. | would say San Francisco after that. 

Mr. Correr. And New York? 

Mr. Harritw. Yes, sir. 

The Cuarrman. I want to ask one question. Of the 49 cases that 
you discovered of shortages in the Dallas area, do you know whether 
or not any of them have been settled in the meantime ? 

Mr. Harri. You mean by turning them over to the Department of 
Justice ¢ 

The CuHairman. Reached some conclusion as to the amount due, 
whether or not collection was made. 

Another thing: As I recall, soon after the GAO made their report to 
this committee, I began to receive telegrams and letters, and I believe 
members of the committee received letters, that certain of the people 
mentioned in the report were unduly charged, in that they had even 
settled, or there was a misunderstanding as to whether or not there 
were conversions. 

Mr. Harri. I think I can give you a partial answer on that. 

The CuarrmMan. I wish you would. 

Senator Arken. What happened to the 49? 

The CHATRMAN. Yes. 

Mr. Harri. Many of the cases have been referred to the Depart- 
ment of Justice since that report was rendered by the Comptroller 
General. 

The CHarrmMan, Yes. 

Mr. Harriwt. I don’t have that information, but some of the people 
here do have it, I believe. 

Now we had a list of shortages that did not amount to anything. 
We just did not consider them material. 


20554—52—pt. 2 36 
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The Cuarrmman. You mean outside of the 49? 

Mr. Harrityi. Outside of the 49. 

The Cuatrman. I see. 

Mr. Harritt. Now some way that list was misunderstood somewhere 
along the line—not by us. And when a report was released by this 
committee they did have some cases in there stating they were short 
when they were not short. 

The CuarrmM an. I understand. 

Mr. Harri. Or they were short for very, very small difference 
We had labeled our statement “Immaterial differences.” 

The Cuatrrmman. I see. 

Mr. Harem. In one case a man was over in one warehouse, he was 
short in another, and we satisfied ourselves by checking with the bank 
and other records that it was a technical shortage only. We did not 
list him as being short, and we so footnoted our statement and cross- 
referenced the two warehouses. We said he was short from a technical 
angle. 

The Carman. As I recall, the GAO report included many cases 
in which it was alleged there were shortages, but according to your 
findings they were not correct. I mean it was technically not correct 

Mr. Harritu. They were not material differences, 

The CuHatrmMan. Yes. 

Mr. Harriti. We did not report them to the officials. 

Senator A1rken. The 49 cases you have just told us about represent 
the largest number I think that we have heard about. But you say 
some of these, a few of them, have been discovered since January. 

Mr. Harri. These 49 are all considered to be material differences. 

Senator Aiken. I thought the General Accounting Office report re 
ferred to 38. 

Mr. Correr. Or 37. Just recollection. 

Senator A1KkeNn. Forty-nine cases is the largest number I have heard 
of. In the Chicago area there was reference to a thousand cases, 
mostly involving short a few bushels. 

Senator Munpr. I think he said they found some since the GAO 
report. 

Mr. Harrici. Four or five. I don’t recall the number. We have 
added a few to that since the report. 

Senator Aiken. I think your figure 49 must be all-inclusive for 
warehouses where shortages were found. 

Mr. Correr. Just the Dallas area. 

Senator A1rxen. I mean in the Dallas area. 

Mr. Harri. Yes, that includes all of our material shortages. 

The Coarmman. You mean throughout what area now? 

Mr. Harriti. Dallas. 

Senator Munopr. You Say that is to date. So the difference bet we 
the 38 GAO reported and his figures may be the difference in mont 
which elapsed. 

Senator Aiken. Mr. Harrill evidently had the impression that the: 
had been much larger numbers reported to us. 

Mr. Harrini. Our last report on inventory checked, for exam) 
came in yesterday from Dallas. We are through down there inso! 


as the physical inve ntory work is concerned. 
Mr. Correr. Did that have any particular significance that 
would like to report tous? 
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Mr. Harri. No. I just want to state that this figure right here 
covers our last progress report from the Dallas office. 

Mr. Correr. Forty-nine. And about approximately 75 percent of 
all the warehouses in that area that had grain in them. And you feel 
that that is a sufficiently adequate check ¢ 

Mr. Harriti. We don’t think it is necessary to go into Oklahoma 
any more. 

Mr. Correr. Yes. 

Mr. Harritz. We have very few in New Mexico, Arkansas, and 
one or two other States there. We have checked all of the warehouses 
in the State of Texas. 

Mr. Corrrer. You have checked them all ? 

Mr. Harriti. Now, of course, we do not include the ones there under 
the Federal Warehousing Act. 

Mr. Correr. No. 

Mr. Harri. And we may have a few elevators with less than a car- 
load. We did not think it was worth while to visit those. 

Mr. Correr. Now let’s take the other offices up in your Chicago- 
Minneapolis-Kansas City area. Can you give us any closer break- 
down than just the three office group? 

Mr. Harem. Yes, sir. 

Mr. Correr. How many audits have you made in the Kansas City 
area’? 

Mr. Harriwx. Forty. 

Mr. Correr. You have made 40/ 

Mr. Harri. Wait a minute. Kansas City area is 34. 

Mr. Correr. Thirty-four? 

Mr. Harem. Yes. 

Mr. Correr. And how many shortages have you discovered ¢ 

Mr. Harris. Two. 

Mr. Correr. Two? 

Mr. Harem. Yes, sir. 

Senator Munpr. That is two material shortages? 

Mr. Harri. Yes, sir. 

Senator Arken. Does the Kansas City area encompass States with 
materially different warehouse laws ? 

Mr. Harnine. That is right. Each State law seems to vary a little 
bit as to warehousing. 

Senator Aiken. | wonder were the two you discovered in the same 
state ¢ 

Mr. Harritt. I believe they were in the same State. 

Senator Arken. I do not know as it matters—two of them, anyway. 

Mr. Correr. Now, let’s see. It was my impression there were a 
number of them in Kansas City. When we were out there in connec- 
tion with the Mid-West case, that was my impression. 

The Cuatmrmman. Not conversion. 

Mr. Correr. What are we calling conversion? We are just calling 
these material shortages. aren't we / 

Mr. Harem. Yes. Well, understand all of this is subject to review 
by the operating people, and investigation by the Office of Compliance 
and Investigation. And then, too, it is subject to review by the 
Office of the Solicitor. 

Mr. Correr. L appreciate that. 
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Mr. Harri. And, of course, the Department of Justice may o: 
may not get into the case. 

Mr. Correr. We are talking about shortage cases ¢ 

Mr. Harriww. That is right. 

Mr. Corrrr. And talking about the results of your checks. 

Mr. Harrityt. That is right. 

Mr. Correr. And you made 32 in Kansas City ¢ 

Mr. Harri. Thirty-four. 

Mr. Correr. Thirty-four. And you only came up with two mate 
rial shortages; is that correct ¢ 

Mr. Harry. Yes, sir. 

Mr. Correr. When did you get those figures? I mean the date 
how late ? 

Mr. Harritzt. They are up to last week. 

Mr. Corrrer. So you have substantially all that were developed 
Are you still conducting audits out there ¢ 

Mr. Harriutt. We have about four or five more to make out of 
Kansas City, and perhaps two or three out of Chicago. 

Mr. Correr. Let’s keep talking about Kansas City. Then you will 
be making about 38 to 40 audits? 

Mr. Harem. Yes, sir. And one of these in Kansas City covers 
maybe 8 or 10 elevators owned by 1 company. We counted that as 
one. And some other cases perhaps we have covered 

Mr. Correr. On this Garden State case, is that one of them ? 

Mr. Harri. Yes, sir, that is one of the two—Garden City Grain 
& Seed Co., Garden City, Kans. 

Mr. Correr. Has the other one been referred yet ‘ 

Mr. Harri. Yes, that one has been referred to the PMA com 
modity office. Both of them have been referred. 

Mr. Correr. I mean has the other one been referred to Justice? 

Mr. Harriiy. I don’t know. I can’t answer that. 

Mr. Correr. You haven’t heard of it. What I wanted to know is 
the name of the second one, if it is subject to release yet. 

Mr. Harruww. I will check that. It is Walter A. Cooke & Sons, 
Elkhart, Kans. 

Mr. Correr. Let’s take the Chicago office now. Would one of these 
two cases in Kansas City be the V. M. Harris Grain Co. ? 

Mr. Harritz. No, sir. 

Mr. Correr. Where there is an unknown shortage there? 

Mr. Harri. No, that is not the V. M. Harris. And I have not 
included any review by any other source. It is only the work per 
formed by the Office of Audit. 

Mr. Correr. And do you know of your own knowledge that Com 
pliance and Investigation or the operating people discovered other 
shortages out there ? 

Mr. Harriti. They have. I don’t recall the number of cases, but 
they have been discovering some shortages. 

Mr. Correr. In the Kansas City area ¢ 

Mr. Harritz. That is my understanding of it. 

Mr. Correr. Yes. ' 

Mr. Harri. The Bates case came out of that office. 

Mr. Correr. How many warehouses with grain in them in the 
Kansas City area? 
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Mr. Harriww. I don’t have that figure. 

Mr. Correr. Would it be around twelve or fifteen hundred con- 
tracts? 

Mr. Harriwx. I couldn’t guess that. We could get it. We have 
grain stored in 659 warehouses in this area. 

Mr. Correr. I was wondering what percentage of the over-all your 
40 audits were, and if you felt that that was adequate. I do not know 
how you can give me that judgment if you do not know what your 
over-all picture is. 

Mr. Harritx. I will tell you what we based that on. We have been 
making audits right along in the Kansas City-Minneapolis and 
Chicago PMA commodity offices. We have not found any reason to 
go into the States and make checks. 
~ Senator Arken. How were the shortages discovered in these areas, 
then—like the Chicago office? We were told the other day, I think, 
they had 46 cases of which 4 had been cleared. 

Mr. Harriti. After discovering this situation in the Dallas area, 
we took a sample of about 35, and then we went to the office of the 
Administrator and recommended that all of them be checked out 
down there by the Office of Audit and that we be given money to do 
it with. We also recommended that about 25 or more be checked out 
of each of the other offices—just a matter of taking our samples. 
Understand, we did not have the reasons for checking in these other 
offices we had in Dallas. 

The State laws in the other areas are pretty strict in many cases. 

Senator Arken. I think it was reported there were 46 C. and I. 
investigations in the Chicago area. What are the facts in regard 
to that ¢ 

Mr. Correr. Have we gone to Chicago? Are we in Chicago? We 
just did Kansas City. 

Mr. Harri. Started at Chicago. 

Mr. Correr. Thirty-four and two shortages. Now what is the situ- 
ation with respect to Chicago? 

Mr. Harrm.. We checked 40 and we found 4 shortages, only 1 of 
any size. 

Senator A1kEN. You did not inspect any of these cases that had 
been investigated by C. and L., then ¢ 

Mr. Harri. No. 

Mr. Correr. Was there a true sample? In other words, you selected 
this 40 in Chicago on the basis of the scientific audit approach of tak- 
ing 1 of every 50 or 1 of every 100, or some way like that. rather than 
getting slow-loading-out orders or rumors from the trade, or the 
feelings that your commodity office director might have? 

Mr. Harriityt. We took the ones that we thought ought to be checked 
ifter reviewing the loading-out order files, correspondence, and we 
had discussions with the operating people. One of these four, I 
know, was suggested by the PMA commodity office director. It so 
happened we had it on our list. He also suggested it. 

So it is better to go out on something like that than it is to reach 
nto a hat and take a name. Generally that is the approach we have 
taken in selecting these 40. 

Mr. Correr. Mr. Harrill, let’s take the Minneapolis office. 
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Mr. Harrive. We checked 23. We found three shortages. Now. 
understand, these shortages were not large generally in amount o! 
money. 

The CuatrMan. What do you mean by that? 

Mr. Harri. They may run under $50,000. I believe one here, th: 
largest in the Chicago area, ran somewhere around a hundred thoi 
sand dollars; maybe over that. 

Mr. Correr. I am at a loss to understand, Mr. Harrill. Six weeks 
ago we talked to your Chicago auditor, and he gave us a completely 
different set of figures. I do not have them here, but they were mu 
greater than this for that same area—Kansas City, Chicago, and 
Minneapolis. 

Mr. Harri. Well, I got these figures off the same report he gave 
you. I cannot understand it. 

Mr. Correr. I am sending for the report now. I hope we will be 
able to locate it. But I thought there were 16 or 17. And at that 
time your audits were much fewer and your shortages appeared to me 
much greater. 

Mr. Harritt. Perhaps you picked up the immaterial difference 

Senator AIKEN. Maybe. 

Mr. Correr. I think there was a figure of 16 or 17. Well, 1 would 
rather have the report and see what it is. You are quite positive that 
is all? 

Mr. Harruti. I do know we have never had any rash of them out 
there. I know that. 

Senator Arken. The difference may lie in the number of shortages 
and number of material shortages. 

Mr. Harrizy. That is right. 

Senator Arken. What do you call a material shortage? That may 
answer the question which has come up. 

Mr. Harriti. Well, anything that runs above what might appear 
to be a small difference due to pack. For instance, if you have your 
elevator or your flat storage space located near a highway or a rail- 
road the vibration will cause that grain to pack considerably. 

Senator Arken. Yes. 

Mr. Harriwwwt. And it is possible for us to miss that difference by 
measurement. But when it is loaded out by weight the man is still 
able to deliver what it is called for by warehouse receipts. 

Senator Arken. Would a material shortage be 10,000 bushels? 

Mr. Harrivt. That depends on what the man has. 

Senator Arken. It depends on the amount which he is supposed 
to have ¢ 

Mr. Harri Yes, sir. 

Senator AIKEN. Someone mentioned 3 percent shortage. Would 
that be immaterial ? 

Mr. Harr. If it runs beyond that very much it would be. 

Senator Arken. If he failed to measure up within 10 percent or 
6 or 7 percent, that would be a material shortage which warranted 
further investigation at least: would it not ? 

Mr. Harrua. That is right. It would warrant further investiga 
tion. Understand, now, when we report this as a shortage, it does not 
mean the man is guilty of conversion. 

Senator ArKEeN. No. 
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Mr. Correr. Well, it is true also that when you make one of these 
shortage checks and find him to have all the grain on a particular 
day it does not prove he is not a converter and has not put it back: is 
that right? 

Mr. Harri. That is right; ves, sir. 

Mr. Correr. Someone telephoned me these figures, but I think 
they are substantially correct. These figures show that when you had 
made 25 audits in the Minneapolis area you had 13 shortages, 7 of 
which were material, and you are down to 3 here on your report. 

Mr. Harri. I don’t know where you got that. It just doesn’t 
register with me that they have had that large number there in the 
Minneapolis area. 

Mr. Correr. You do know that each of the offices have come in and 
reported much larger shortages than you are reporting here today? 

Mr. Harrity. Let me make this clear: I think you probably have 
some figures from some other source. I am talking about the work 
we have done. 

Mr. Correr. That is right. 

Mr. Harem. You have, no doubt. brought together figures fur- 
nished by the Office of Audit, Office of Compliance and Investigation, 
the Federal Warehousing Inspectors, and the PMA commodity office. 
Does that say that the Office of Audit revealed 

Mr. Correr. My impressions are, from the information we got from 
your Chicago auditor—now he may have included more cases than 
your auditors actually developed. 

Senator Munpr. Why would you not all arrive at the same set of 
facts when you go out and make an audit? Why would one have more 
or less? 

Mr. Harri. One outfit will check some that we do not check. 
They may check 10 and we may check 5. We may find 1 shortage and 
they find 2 out of the 10. I think it is the case of getting figures—— 

Mr. Correr. Did the C. & IL. Branch collaborate with the Office 
of Audits in these shortage checks? 

Mr. Harriny. Each time we have a material difference reported in 
one of our checks it is turned over to the Office of Compliance and 
Investigation by the commodity office. 

Mr. Correr. They do the real detail work; is that right ? 

Mr. Harem. They go out and find when it was converted and 
really make a thorough investigation so it can be presented to the 
court. 

Senator Munpr. You said you had checked in the Minneapolis 
office 23 warehouses / 

Mr. Harriti. We did what? 

Senator Munpr. You had checked 23 warehouses out of Minne- 
apolis. 

Mr. Harriuy. Yes, sir. 

Senator Mcnpr. And found three shortages. 

Mr. Harris. Twenty-three and three shortages; yes. 

Senator Munpr. How many are up there ? How many could you 
check if you checked them all ? 

Mr. Harr. I don’t recall. Quite a number. 

Senator Munpr. I mean, it is possible that you checked one batch 
of 23, somebody else checked another batch of 23, so we get a cumula- 
tive figure. Is that what you are stating? 
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Mr. Harriz. That is right. I think that must be what he has. 

Senator Munpr. Yes. 

Is there anybody in the Department of Agriculture who could g 
us a composite figure of results ? 

Mr. Harrity. Yes, that is available at one central place in the Of} 
of the Administrator. 

Senator Munpr. Do you not think, Mr. Chairman, that is wha 
we ought to have? 

The Cuarrmman. Yes, we will have that. 

Mr. Correr. Do you have a Russell Blixt who is your auditor in t} 
office at Minneapolis? 

Mr. Harri. Yes, sir. 

Mr. Correr. He advises that “The arew covered by Chicago, Kansi; 
City, and Minneapolis each plan to audit 25 warehouses in their ares 
every year. This practice started last fall. Out ofthe 63 house. 
audited thus far, 23 show shortages, and of these 7 are of major pro 
portion (from $1,000,000 down to $22,000) and 16 are of smaller size.” 

The Cuatrman. That is out of how many? 

Mr. Correr. There were 63 houses audited. 

The Cuarrman. And you had how many ? 

Senator Munpr. Twenty-three. 

Mr. Correr. Twenty-three show shortages; 7 major. 

Mr. Harris. He shows seven major shortages for those offices a: 

I show nine. These figures are more up to date than those. 

The Cuatrman. You show 23? 

Mr. Harriwy. Is he talking about the entire area ¢ 

Mr. Correr. Let’s see what he does say [ reading] : 

Blixt cautions this is not a true spot check inasmuch as the selection of house: 
Was based on the representation of warehousemen, length of time grain in sto 
age, past history, and the slowness in compliance with loading-out orders. The 
office used the figure of 5 percent to determine conversion. ‘To date the Minneay 
olis area has completed 17 cases and of these 7 show shortages. 


; 


Mr. Harriti. Seven shortages and how many material shortages 

Mr. Correr. You gave me what—3? 

Mr. Harriwtz. Three. 

Mr. Correr. Do you have them there ? 

There is that one | indicating}. That certainly looks like a materia! 
shortage. Right? 

Mr. Harruwn. Eighteen percent; yes. 

Mr. Correr. And here is 17 percent. That looks like one. That 
two. That is not [indicating]. 

Mr. Harrityi. I don’t believe so. 

Mr. Correr. Nine and eight-tenths percent. The next one is a nu 
ber of flax elevators. 

Mr. Harritz. This does not include flax. 

Senator Munpr. Up to now in each set of figures you have given 
it has ranged from 10 to 20 percent you have discovered were short of 
the ones that you have checked. 

Mr. Harriiti. Well, it runs 19 percent in Dallas on grains, 16 percent 
on the three—grains, beans, and rice. In Chicago it runs 10 percent; 
Kansas City, 6; Minneapolis, 13. That is the percentage of the num 
ber we have checked. 

The Cuairman. And that includes all, whether they were mater 


or not ¢ 
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Mr. Harriww. No, this is material only. 

Senator Munpr. Material only ?¢ 

The Cuarrman. Oh, yes. 

Senator Munpr. It seems to form a pattern roughly between 10 and 
2») percent of those. 

Mr. Correr. What about Portland, San Francisco, and New York? 
You made audits in those offices, Mr. Harrill ? 

Mr. Harritt. Yes, sir. In Portland no material shortages. 

Mr. Correr. And how many audits? 

Mr. Harriti. Twenty-two. 

Mr. Correr. When did you do that? 

Mr. Harri. Late last summer, started it. For a while we had to 
stop because the weather was so bad we couldn’t get around and 
couldn’t get up on top of some of the facilities. 

Senator Munpr. Why is that true of Portland—the laws are bet- 
ter, or better people ? 

Mr. Harritz. I would say better laws. You will find this whole 
thing here more or less ties into the State law. * 

Mr. Correr. What about San Francisco? 

Mr. Harry. And then, too, they didn’t have quite as much grain 
in storage. 

The Cuarrman. A small amount. That is what I was going to 
suggest. 

Senator Munpr. Yes. 

Mr. Correr. How about San Francisco? 

Mr. Harr. We checked seven for grain. No shortages. And, 
of course, we had some more beans and seed out there. 

Mr. Correr. Did you have some shortages there ? 

Mr. Harr. No. They didn’t have very much in storage out in 
the San Francisco area. 

Mr. Correr. How about in New York? 

Mr. Harrm.. They didn’t have very much up there. We checked 
three on grain, three on beans, one on seed. No shortages. 

At Atlanta, two on grain, nine on seed. No shortages. They 
don’t have very much in store down there. And, of course, we don't 
have any grain in the San Francisco area. It has only cotton. 

The CuarrmMan. You mean New Orleans? 

Mr. Harritz. Yes, New Orleans, cotton. 

Mr. Correr. What is your future policy with respect to checking 
these elevators? Are you through now ? 

Mr. Harriiy. We are not through. 

From an auditing angle, I will read a tentative draft of our audit 
policy with respect to our activities in the future. Now you under- 
tand it is not the primary responsibility of an auditor to go out and 
check elevators. That is part of the responsibility of the operating 
office and the inspector. 

Mr. Correr. Do you cut it quite so finely ? 

Mr. Harrityi. Let me read this, and I think maybe it will clear up 
the whole question. 

Senator Munpr. Is that a new policy that is going into effect that 
you are going to read ? 

Mr. Harritt. We have written this to tie into the inspection policy. 

The Cnarrman. You have been operating under it since when? 

Senator Munpr. As of what date? 
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Mr. Harriti. We are starting now. 

The Cuarrman. You were previously operating under this? 

Mr. Harriti. Not exactly under this, because we did not have tly 
inspections to follow. 

Senator Munpr. This is a new policy now going into effect: is th 
right ? 

Mr. Harritt. Because of the new inspection policy [reading] : 

1. Review the work of the commodity offices and their analyses of the finan 
statements and commercial credit reports received from warehouses. 

We will check to see whether or not they are bonded. Now this is 
done generally in the test check approach. 

Senator Munpr. Are all these things you are reading part of a new 
policy? If not, will you tell us which are new and which have been 
followed in the past ? 

Mr. Harriwy. All right. We have done part of this type of activity 
in the past. 

Ascertain whether the warehouses are inspected prior to the time the contract 
is signed with the warehouse. 

Senator Munpr. Has that been done? 

Mr. Harriti. Only from a test-check angle. 


Follow up each month for a few months to determine whether any loading 
orders have been outstanding for any excessive period of time. 


We have done this in connection with our audit of the commodity 
office. Right now we are doing it once each month. Later we are 
going to stop the monthly checks because it is not our responsibility 
to do that once a month. It is the responsibility of the commodity 


oflice. We are still going to do it about twice or three times a year, 
but if we start taking this responsibility over and do it once a month 
we are taking the responsibility of the operating people. 

Review over-all procedures used bY warehouse inspectors assigned to travel 
out of PMA commodity offices to inspect terminal warehouses. 

To take similar steps in reviewing procedures issued to State and county em- 
ployees delegated with the responsibility to check county warehouses. 

Follow up on reports. 

Senator Munpr. While you are on the State and county aspects, 
are you doing anything to avoid the type of situation which came be- 
fore this committee where the county members agree not to check on 
each ot her’s W arehouses ? A sort of a gentleman Ss agreement. 

Mr. Harri. Yes, sir. We have that covered in another pro 
cedure—county office audit procedure. 

Senator Munpr. Pardon me. All right. 

Mr. Harrity (reading) : 

Follow up on reports rendered to the Commodity offices to determine whet! 
appropriate action is being taken immediately upon receipt of such reports 

Accompany inspectors to warehouses for a small percentage of the warehous« 


involved 

Make observations of the work performed and report on whether the auditors 
feel that the proper approach is being taken to the entire inspection problem by 
the inspectors. 

Determine whether all matters are referred promptly to Compliance and Ir 
vestigation where investigation is appropriate. 

It is not contemplated that any auditors will make independent trips to check 
warehouses except in those cases where it is apparent that there is a complete 
breakdown of inspection work in a PMA commodity office or in a State or county 


office. 
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Now we did this in Dallas because we did not feel that the ovér-all 
controls were operating sufficiently and those loading orders were per- 
mitted to go unchecked for a period of time. 


An independent recheck of an inspector's work may be made for one or two 
warehouses if it appears that he is doing unsatisfactory work. Steps will be 
taken to eliminate duplication of effort in those cases where storage guaranty 
audits are made by the Office of Audit. 

The Cuarrman. Have you read that entire statement / 

Mr. Harrity. Yes, sir. 

Mr. Correr. Could we have a copy of that? 

Mr. Harem. Yes. 

Senator Munpr. What is the first effective date of these new 
policies now—May 1 of this year? 

Mr. Harri. The policy has been made effective by the 
Administrator. 

Senator Munpr. As of what date? 

Mr. Harritt. On the warehouse inspection side—approved the 
poliey on the 24th of Api il. 

This new audit policy has not been issued as an official document 
of the Office of Audit. We have sent it to our five field offices. We 
have asked them for their comments, and there may be additions to 
t when it is returned. 

Senator Munpr. It is practically a policy in process of formation 
then ? 

Mr. Harrmu. Yes, sir. The various auditors are very familiar 
with the warehousing situation at this time, and we do not want to 
miss calling on them for their suggestions. 

Mr. Correr. Mr. Harrill, how does your work tie in with the 
Compliance and Investigation Branch? Do you work closely with 
them in matters—I mean in the audit function you ordinarily don’t 
look behind the picture, do yout I mean the auditor checks out. 
He makes his verification, but if there is something wrong he refers 
t on. Like in these test checks, vou went out in these warehouses. 
You developed a short position and you turned it over to the Compli- 
mce and Investigation. They worked out the actual details. 

Mr. Harriuu. In that case we did look back of the picture. We 
vere performing a regular segment audit of the Dallas office. We 
had reason to question the slow loading orders. We went back of 
them. And as we ran into matters that looked like they needed atten- 
tion by the Office of Compliance and Investigation, we sent a memo- 
randum to the PMA commodity office director and he, in turn, 
requested the investigators to go out on the case. 

Mr. Correr. Are you directly responsible to the Administrator? 

Mr. Harrmu. Yes, sir, on program matters. 

Mr. Correr. Well, on what matters aren’t you responsible to him? 

Mr. Harriet. Well, personnel matters and administrative matters 
generally. 

Mr. Correr. Who are you responsible to there ? 

Mr. Harrmu. Mr. Herder. 

Mr. Correr. Herder ? 

Mr. Harri. Yes. 

Mr. Correr. What is his title? 

Mr. Harrityi. Assistant Administrator for Program Coordination. 





1716 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mf. Correr. If he is program, are not you responsible to him « 
programs, too ¢ 

Mr. Harriti. No, we are responsible to the Administrator. 

Mr. Correr. Where do you send your reports? When you get « 
audit report and it is critical of some operation where do you send it / 

Mr. Harrutz. It goes to several different places, depending on thy 
outfit we are auditing. If it is a PMA commodity office, the report 
is sent to the PMA commodity office director by our field auditor. A 
copy is sent in here for the Assistant Administrator for Commodity 
Operations. One copy goes to the Fiscal Branch. Another copy 
goes to the appropriate branch, for instance, the Grain Branch or thy 
Transportation and Warehousing Branch. Then, if we have any com 
ments in the report of interest to another branch, we take excerpts 
from that report and send it to the other appropriate branch. A cop) 
of it also goes to the General Accounting Office. 

Mr. Correr. Now has there been any new system invoked with r 
spect to where these references will be made or is that the way it has 
always been ? 

Mr. Harri. This is the way it has operated for some time. 

Mr. Correr. What do you mean by some time—2 years, : 
2 months? 

Mr. Harriwz. I would say about 2 years. Before that time I think 
the only change we had to make was to release the report at the field 
level instead of having it come in to me and have the Office of Audit 
in Washington send it back to PMA commodity office. We eliminated 
that step. 

Mr. Correr. Do you have the authority to make recommendations 

Mr. Harrityt. Yes, sir, in connection with every audit. 

Mr. Correr. On particular cases? 

Mr. Harri. On anything. Any time we run into anything that 
looks like they need a recommendation, comment or criticism, we 
make a recommendation. 

Mr. Correr. Supposing there is a criminal case comes to your at 
tention, would you recommend criminal prosecution ? 

Mr. Harriti. We would recommend that it be turned over to the 
Office of Compliance and Investigation. We don’t determine whether 
or not it is a criminal case. 

Mr. Correr. I see. 

Mr. Harriti. Although we are supposed to have a certain knowledg: 
of commercial law we do not go too far into the legal field. 

Mr. Corrrer. How do your functions overlay or dovetail into Com 
pliance and Investigation. There is a Compliance office too, is there 
not ? 

Mr. Harriiy. Yes, sir. 

Mr. Correr. And that would suggest that they also look in to see 
if there is compliance with the law and violations and so forth? 

Mr. Harri. Well, we take the general approach from the fiscal 
angle. For instance, we start out in a commodity office or start out 
where the accounts are maintained, and then we branch out to operat 
ing divisions within the Administration. Or we may start in one of 
these operating divisions and end up with the fiscal records. But we 
don’t go out and probe for noncompliance to see whether or not certain 
people are violating program regulations, such as the producer 
participants. 


} years, 
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Mr. Correr. If you see such an instance, you turn it over to the 
Compliance and Investigation ¢ 

Mr. Harriww. That is right. If we see anything that looks like 
fraud or any irregularity that may require court action, or something 
that may require the dismissal of an employee, we turn it over to the 
investigators. 

Mr. Correr. I started to question vou on this subject before. In 
your opinion, is there a good balance of control in the Department of 
Agriculture at the present time, or has there been in the past? I am 
thinking, do the operating people predominate it or is there a balance 
in your audit, in your compliance and investigation and in your other 
service organizations? And would you have any recommendation or 
thoughts along that line? 

Mr. Harrivt. You say Agriculture. I know you mean PMA. 

Mr. Corrrr. Yes. 

Mr. Harritt. We are constantly on the alert to determine whether 
or not a control is functioning or whether or not an additional control 
should be added. 

I believe within the last year the largest one that we evaluated is the 
warehouse inspection control, that is, outside of the Federal Ware- 
housing Act. You have had that right along. And I can’t say that 
the other controls in all cases, from an over-all angle, are not working. 

Now you will find failure on the part of an individual, or you will 
find that some control is not working properly, but that is not the 
fault of the control itself. It may be due to the failure of an in- 
dividual. But from an over-all angle—and I think that is the ques- 
tion you asked—TI can’t say that 

Mr. Correr. Let’s take 

The Cuatrman. Can’t say what? 

Mr. Harrity. I can’t say there is serious criticism on it. 

Mr. Correr. Let’s take, for example, this delegation of authority 
by the Department of Justice to the Department of Agriculture with 
respect to screening criminal matters, prima facie criminal cases. 

As the chief of the Audit Division you must have run into instances 
where you have discovered operating people screening those cases and 
cutting them off and settling them at that level, even though they were 
criminal cases of substantial magnitude, have you not ? 

Mr. Harriwz. Offhand I can’t recall specific cases that we have. 

Mr. Correr. We have had considerable evidence that was quite a 
general practice over there. You mean you were not aware of that 
situation ¢ 

Mr. Harrity. I can’t say that we were aware of the fact that the 
Department of Justice and the Solicitor’s Office and other people were 
not handling things properly from a legal angle, because we don’t feel 
that we are qualified to pass on the legal side of it. 

Mr. Correr. No; but if you were conducting an audit—let’s take one 
of these peanut cases where you heard the testimony this morning. 
You were here I think—and you were auditing a particular case and 
you saw that this claim was for, let’s say, $75,000, and it was settled 
for $60,000. Undoubtedly your auditor would look into all the facts 
on that, would he not; and if he felt in his judgment that it was too 
lax a settlement or there was criminality involved and it was settled 
and closed, would he not ordinarily bring that to your attention ? 
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Mr. Harrus. Yes. If he finds any indication that they have over- 
looked certain evidence presented by the auditors, or even if we come 
up with additional information, if it looks to us as though it hasn’t 
been handled preperly, certainly we are going to comment on that. 

Mr. Correr. Well, based on any instances of that kind, would you 
say that there has been proper or improper handling of these crim- 
inal matters within the operating branch of PMA ? 

Mr. Harri. Well, I can’t point out any specific cases. I am in- 
terested in the cases brought about through our audit reports. 

Mr. Correr. What about your situation in general ¢ 

Mr. Harri. I can’t spe: ak about the situation generally. 

Mr. Correr. You weren’t cognizant of any particular situation that 
might be criticized ? 

Mr. Harem. I am talking about cases arising through audit re 
ports, and you are talking about the over-all. 

Mr. Correr. No. Iwas trying to get at your impressions from cases 
that came out of your audits. 

Mr. Harri. I can’t say that we have had that experience with 
cases arising out of audit. If the case is settled for sixty thousand 
instead of seventy-five and it looks like they have considered all the 
facts, and it is within the man’s authority to settle a claim, I don’t know 
how we can criticize it. 

Mr. Correr. Do you feel that your staff is spread very thinly in this 
audit. work on the amount of ground you have to cover ¢ 

Mr. Harri. Perhaps so this year, because of the unusual situation 
we have run into here. Understand, we asked for additional money 
to do this work. We received it, but we have not been able to get 
qualified auditors. We were given the money to hire them, and for 
that reason our work—— 

Mr. Correr. You feel that from an internal audit and checking of 
internal controls you have had approximately, roughly, enough budget 
and have been doing a sufficient job for the objectives you are set up to 
do? 

Mr. Harr. Yes. 

The Cuarrman. You mean in recent months? 

Mr. Harri. Yes. Understand, I explained that we were given 
money to hire people and we couldn’t find them. 

The Cuatrman. That was lately, was it not? 

Mr. Harriti. Yes; within the last few months. 

Mr. Correr. How about prior to that time? 

Mr. Harrity. Prior to that time I feel we were given enough money 
to do the type of job required of internal auditors. Now you under- 
stand that we do not make a detailed check. Everything is taken 
from the test-check angle or test-check approach. 

Mr. Correr. I think that is all. 

The Cuamman. Mr. Harrill, you stated that you had no criticism 
to offer of the over-all picture, but in some cases you might find some- 
thing going wrong with the program because of the fact that some 
persons in it did not attend to their duties as they should. That 1s 
what I gathered. 

Mr. Harri. That is right. 

The CuarrMan. Have you found such cases? 

Mr. Harr. You say have we? 

The CHamman. Yes. 
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Mr. Harruwn. We have found cases where the procedure is all right 
but they are not carrying it out. Occasionally we find a case where 
an individual has failed to carry out his delegated responsibilities. 

The CuarMman. Have you made reports of your findings ? 

Mr. Harriti. We report them from time to time as we run into them. 

The Cuatrman. Do you know whether or not any remedies have 

en taken by those to whom you made these reports / 

Mr. Harritt. I can state pretty definitely that in almost every case 
some action has been taken. 

The CuatrmMan. By dismissal or reprimanding / 

Mr. Harri. By dismissals, by reprimand, by change of a man’s 
duties, or by amending a certain procedure. In other words, some 
action is taken. 

The CHatrman. Do you know of any cases where no action was 
taken and the matter you complained of kept on being exercised 
by the party you complained of ? 

Mr. Harrity. I do not, except maybe in cases where they haven’t 
had time to act on the recommendations. 

The CuarMan. Is that all, Mr. Cotter? 

Mr. Correr. Just one more question, Mr. Harrill. 

When you find something wrong and refer it to C. and I. or make 
a recommendation, then do you follow it up to see what action is 
taken, or is your authority just limited to referring it 

Mr. Hare. If we turn a case over to the investigators, we wait 

ind get a copy of their report so we will know what they found in 
thelr investigation. Because many times their findings mean some- 
thing to us when we consider the adequacy of a certain internal con- 
trol and, of course, if an individual is investigated they usually 
determine whether or not he has failed in his job. 

Mr. Correr. That is all. 

The (HAIRMAN. The committee will stand in recess until 2 o'clock. 

(Whereupon, at 12:45 p. m., a recess was taken, to reconvene at 
2 p.m. of the same day.) 


AFTERNOON SESSION 


Present: Senators Allen J. Ellender (chairman) presiding, Aiken, 
Young, and Kem. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The CHarMan. The committee will be in order. 

Mr. Duggan, will you raise your right hand? You do solemnly 
swear to tell the truth, the whole truth, and nothing but the truth, so 


help you, God ¢ 
Mr. Duaean. I do. 


TESTIMONY OF WILLIAM H. DUGGAN, CHIEF, OFFICE OF COMPLI- 
ANCE AND INVESTIGATION, PMA, UNITED STATES DEPARTMENT 
OF AGRICULTURE 


Mr. Correr. May we have your full name? 

Mr. Duacan. William H. Duggan, Chief, Office of Compliance and 
Investigation, PMA. 

Mr. Correr. How long have you held that job, Mr. Duggan ¢ 
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Mr. Dueean. As the office is presently constituted, since 1947, and 
prior to that and back to 1940 as either chief or assistant chief. 

Mr. Correr. And what are the functions of your office? 

Mr. Dueean. The Office of Compliance and Investigation has the 
responsibility for the maintenance of a sound and progressive coi), 
pliance and investigations program for Production and Marketing 
Administration and Commodity Credit Corporation. 

In fulfillment of that it conducts investigations generally based 
upon specific complaints and periodically makes surveys of certain 
programs or of certain program operations. 

In addition, it has responsibility for the installation of accounting 
systems for milk-market administrators and for the periodic examina 
tion of books and records of the market administrator’s offices, in other 
words, periodic audits. 

Mr. Correr. That is still within the over-all operation of PMA? 

Mr. DuaeGan. Yes, sir. 

Mr. Correr. Do you have any functions outside of PMA or Co. 
modity Credit Corporation ? 

Mr. Dueean. Well, no; but we do occasionally conduct an invest 
gation for another Bureau of the Department on request, and on a 
reimbursable basis. 

Mr. Correr. Are you the only investigation division or branch o1 
bureau within the Department ? 

Mr. DueGan. No, sir. 

Mr. Correr. How many others are there? 

Mr. DuaeGan. There is a small unit in the Office of Personnel in 
the Department devoted exclusively, as I understand it, to the conduct 
of personnel investigations. 

Mr. Correr. Just administrative personnel matters? 

Mr. Dueean. Misconduct, other neglect of duty, and different types 
of personnel cases. 

Mr. Correr. If there are criminal violations on the part of pe: 
sonnel of the Department of Agriculture, I assume that your De 
partment would handle it; that is, your branch? 

Mr. Dueean. Of PMA? 

Mr. Correr. Yes. 

Mr. Dvuacan. Yes, sir. 

Mr. Correr. And to whom are you responsible, Mr. Duggan ! 

Mr. Dueean. I am responsible directly to the Administrator of 
the PMA. 

Mr. Correr. How long has that been the case? 

Mr. DuaeGan. Since Mr. Geissler has been Administrator, about, | 
guess, back around July or August of 1951. 

Mr. Correr. I thought that the charts and the general functiona! 
operation indicated that you were not directly responsible to him. 

Mr. Dueean. The charts do; that is right. According to the char 
the Office of Compliance and Investigation points up through thie 
Assistant Administrator for program coordination and with respect 
to certain housekeeping functions, such as personnel, budget, and 
things of that kind we do report to and do consult directly with Mr. 
Herder who is the Assistant Administrator. 

The Cuatrman. Would you tell us, how do the audits that are co1 
ducted under you differ from those under Mr. Harrill ? 
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Mr. Dueean. Mr. Harrill conducts what I understand to be internal 
audits of PMA and Commodity Credit Corporation operations. He 
is examining on a continuing basis the procedures, instructions, direc- 
tives, and the controls which regulate PMA and Commodity Credit 
Corporation operations. 

The Cuarrman. All right. How about compliance? 

Mr. Dueean. Ours are more strictly termed accounting investi- 
gations, and they involve—I am speaking now with relation to out- 
side firms who may have committed some infraction of the contract 
or may be involved in a criminal violation—specifically with reference 
to these conversion cases, there we make a detailed, comprehensive 
accounting investigation of the subject, the warehouseman’s opera- 
tions, as they relate to Commodity Credit Corporation. 

The CuarrmMan. Does that come within the purview of Mr. Harrill’s 
audit section, also? 

Mr. Duaean. No, sir, it does not. 

The CHarrMAn. It does not! 

Mr. Duaean. That is right. 

Senator Arken. At whose direction do you investigate ? 

Mr. Duacan. We investigate at the direction, or, at the request, of 
PMA Administrator, or of the several PMA operating officials. 

Senator Arken. They do not go through the Administrator in 
making their requests of you? 

Mr. Duaean. No, sir. 

Senator Arken. They can request; make a direct request ? 

Mr. Duccan. That is right; yes, sir. 

Senator Arken. And other branches of the Department make 
direct requests, too ? . 

Mr. Duaeean. Other branches of PMA and CCC; yes, sir. 

Mr. Correr. Your field directors of your field commodity offices ? 

Mr. Duaean. That is right. 

Senator Arken. You can make an investigation for one of them 
without another branch having knowledge of the investigation being 
made ? 

Mr. Duacan. Yes, sir. 

Senator Arken. You can make an investigation at the direction of 
the Secretary ? 

Mr. Duaean. Yes, sir. 

Senator Arken. Have you done that occasionally ? 

Mr. Ducean. Yes, we have; yes, sir. 

Senator Arken. Another question, can you investigate on your 
own initiative ? 

Mr. Duacan. Yes, sir. 

Senator Arken. I guess that covers everything. 

The Cuamman. What, if anything, did you do with respect to 
the cases that have been submitted here in the General Accounting 
Office report ? 

Mr. Duccan‘ Those cases which were listed in the first General 
Accounting Office report, and which were referred to Compliance and 
Investigation for investigation have been investigated and reports 
submitted. ¢ 

The Cuarrman. Did the General Accounting Office use your find- 
ings as a basis for their investigation ? 


20554 52 pt. 2 37 
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Mr. Duacan. The General Accounting Office had access to Con 
pliance and Investigation files, and to files and records of the Office 
of Audit, and the files and records of the Dallas Commodity Office. 

Mr. Correr. Actually, at the time that they submitted their report 
many of your investigations had not been completed, and what the, 
were reporting was the shortage developed by the Office of Audits in 
its spot check of these warehouses? 

Mr. Duacan. That is right. 

Senator Arken. Would there not be other differences between the 
investigations of your agency and the General Accounting Office’ 
Having investigated, the General Accounting Office would be at lib 
erty to make public its findings, whereas you do not release findings’ 

Mr. Duaean. We do not; that is right. 

Senator Arken. At all? 

Mr. Duccan. No, sir. Ours are confidential reports within the 
Department of Agriculture. 

Senator Arken. Even though the reports are the same they would 
have an advantage in being able to wobeiii a report to the Congress 
and that certainly makes it public. 

Mr. Duaaan. Yes, sir. 

Senator A1xen. Usually before the Congress gets in ? 

Mr. Dvuacan. Yes, sir. 

The CnarrMan. Going back to the first question I asked you, does 
not Mr. Harrill’s office, also, investigate some of the cases that you hav: 
investigated ? 

Mr. Duecan. Mr. Harrill’s office ? 

The CHarrmMan. You can answer that “yes” or “no” can you not? 

Mr. Duecan. The answer would be “No, sir.” 

The Cuarmman. No? 

Mr. Duacan. That is right; no. 

The CHatrman. How is it then that cases that you have handled, 
in some of the cases that the General Accounting Office handled, they 
had access to your files, and Mr. Harrill said that he had something to 
do with those cases, also. That is what I am trying to straighten out 

Mr. Duaeean. 1f you will let me explain, I think I can. In answe 
to your direct question, does Harrill’s office and our office investigate 
the same cases, the answer is, “No.” 

Now, Mr. Harrill’s office was instrumental in bringing to the atte: 
tion of the Department a good many of these shortage cases through 
his audit technique. Then those cases, after they had been reported 
to the commodity office were referred to the Office of Compliance and 
Investigation for a complete investigation. 

Mr. Correr. The mere shortage—the short position on a certai! 
day was reported by Mr. Harrill’s office? 

Mr. Duacan. That is right. 

Mr. Correr. You took up the case at that point and you did the de 
tailed investigation that was required to determine whether there had 
been a conversion, when it had occurred, and the day-to-day short 
position, as we have testimony here in individual cases? 

' Mr. Duecan. That is right. We thoroughly developed it when it 
came to our office. 

The Cuamman. Does he thoroughly investigate any of the cases, 
say, that he mentioned here this morning? 
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Mr. DuaGan. No, sir. 

The Cuarrman. He does not? 

Mr. Ducean. You mean by he, Harrill—he does not. 

The Cuarrman. I mean his Audit Section. 

Mr. Duaeean. No, sir. 

The Cuarrman. All right. I think we understand each other now. 

Mr. Correr. What is the size of your professional staff ? 

Mr. Duaean. Our total staff at the present time is 143 people—104 
of whom are technical employees, either accountants or investigators, 
and the remaining 39 are clerical and stenographic. 

Mr. Correr. Has that figure remained more or less constant ? 

Mr. Duaean. No, sir. For example, at the start of this fiscal year 
we were at a total—our total number was 127. As of July 1, 1951. 

Mr. Correr. Did you put on about 15 people ? 

Mr. Duaean. That is right. 

Mr. Correr. Mostly professional people? 

Mr. Duaean. Yes, sir. 

Mr. Correr. In connection with these conversion cases ? 

Mr. Dueean. That is right. 

Mr. Correr. How do they break down—how many lawyers do you 
have in that professional staff of 104? 

Mr. Ducean. Well, of our investigators, see, if I can get a figure 
here—I might say as I am looking for this that about 95 or 96 percent 
of our investigators are lawyers, are members of the bar. 

Mr. Cotter. That is close enough. And the balance are accountants ? 

Mr. Dueean. And the balance are accountants. There are some few 
investigators who do not have legal training. 

Senator Youne. May I ask a question at that point? 

The CHarrman. Surely. 

Senator Youne. Is your Department affected by the Ferguson 
amendment to the appropriations bills requiring a reduction in per- 
sonnel ? 

Mr. Duaean. I really cannot answer that, Senator. I do not know. 

The Cuarrman. It must be. 

Mr. Correr. What is your budget, Mr. Duggan? 

Mr. Duaean. About $990,000 for this fiscal year. 

Senator Youne. How much was it for the previous fiscal year? 

Mr. Duaean. For the previous year it was $937,000. 

Mr. Correr. Do you have a great number of Mesibovs on your staff? 

Mr. Dueean. Without detracting in any way from Mesibov’s talent 
and reputation I can truthfully say that we do have some investigators 
who are equally as good and some who are even better. 

Mr. Correr. How much of a workload do you have? Well, let us 
lirst take up the type of cases you handle. It has been very manifest 
that you handle these conversion matters, but what other types of cases 
do you have? You investigate all of the regular matters coming to 
your attention in the PMA or the Commodity Credit Corporation, is 
that right? 

Mr. Duacan. That is right, yes, sir. They run the scale, I guess, 
from just about anything you could conceive of which might happen in 
an organization as large as PMA. 

Senator Arken. Getting payments under false pretenses? 

Mr. Duaean. Yes, sir. 

Senator Arken. That would come in your department? 
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Mr. Duacan. Yes, sir. 

Senator Arken. If anybody got payments through forgery. that 
would come under your department ? 

Mr. Dueean. Yes, sir. 

Senator Arken. Or claiming to have performed work which was 
not done? 

Mr. Duacan. Yes, sir. 

Senator ArKeNn. If concealed, that would come to you, unless some 
body else solved it before it got there? 

Mr. Duecan. That is right. 

Mr. Correr. Of the work that you do, how much do you develop 
through the initiative and the field work of your own investigators 
as against the cases that are referred to you, Mr. Duggan ? 

Mr. Duecan. Well, the number that we develop on our own initi 
ative, if that is the proper way of expressing it, is relatively few. 
I’d say perhaps 2 percent of the total number we investigate in a year. 

Mr. Correr. Actually, practically all of the cases that you do in 
vestigate are referred to you and you are instructed to investigate ? 

Mr. Duccan. That is right, yes, sir. 

Senator Arken. The committee can understand that, Mr. Duggan, 
because if we investigated 1 in 10 of the complaints made to us we 
would be busy all summer. 

Mr. Correr. On the contrary, Mr. Duggan, is there not something 
to be said for the healthy condition of a compliance branch that in 
developed a fairly substantial percentage of its own cases, in other 
words, if you could spend all of the time in the world developing 
every little lead that was referred to you, while at the same time your 
field men might be running up against real violations in the field, that 
would require immediate and prompt attention and action, unless 
your workload was such that you were devoting yourself so closely to 
important work that was referred to you, would it be entirely healthy 
if you just took the cases that were referred to you as against cases 
that your own staff might develop? 

Mr. Dueaan. Well, there are, of course, decided advantages in being 
in the favorable position whereby you have sufficient manpower, 
sufficient funds to detect or uncover on your own initiative irregulari 
ties or violations which may be existent, but we have never been in 
that fortunate position. 

Mr. Correr. Is your failure not to develop a greater percentage of 
cases on your own initiative resulting from any inhibitions on the 
authority you have or on a lack of manpower or something else’ 

Mr. Duacan. No, not as the result of any inhibition, but rather and 
more particularly because of the volume of work, the backlog of case: 
that are ever and constantly present and which demand attention and 
necessarily keep us busily employed. 

The Cuarmman. What is your backlog now? 

Mr. Ducean. Well, as of May 12, I guess that that was yesterday, 
we had a case load of 485 that are actively under investigation o1 
awaiting assignment. 

The Cuamrman. How many do you carry on at the same time—how 
many of those, let us say? 

Mr. Ducean. How many are assigned? 

The Cuamman. Yes. 
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Mr. Dueean. 119 are being actively worked on, and 366 are un- 
assigned. 

The Cuarmman. What is the oldest of the 366 unassigned ? 

Mr. Duaean. I have not got that, Senator. 

The Cuarrman. What does it range? 

Mr. DuecGan. It could be a matter of 2 months, possibly three. 

Senator Arken. Many of these investigations probably could be 
conducted in a couple of days, perhaps, and others it would take 
longer 

Mr. Dueean. Others it might 

Senator Arken. Three months? 

Mr. Duacan. That is true, 2 or 3 weeks or a couple of months. 

The Cuatrman. Of the four hundred-odd cases that you have did 
they come to you as the result of information furnished you by other 
members of the Department ? 

Mr. Duaean. Yes, sir. 

The Cuairman. Or through leads that you got from other sources? 

Mr. Duaean. Practically all, with some few exceptions—have been 
referred to us by Department officials. 

The Carman. Give us an example of how you get information. 
What do they tell you? 

Mr. Dueean. It is generally a request in writing to the effect, well, 
for example, in some of these conversation cases, we seem to be more 
particularly conscious and aware of those. They will refer to us a 
case, and at the same time give us whatever background information 
they have. It may be an audit report which has disclosed a shortage 
in a particular warehouse or it may be that an inspector has come 
up with a situation which the Commodity people decide requires at- 
tention, or, In some cases the warehouseman may voluntarily have 
come in and acknowledged that he is short and they will refer that 
along to us. 

The Cuamman. What percentage of the cases that are referred to 
you are on solid ground that you really find something that needs 
attention ¢ 

Mr. Duaean. It would have to be a rough guess. I have no figures 
on it. I would say 75 or 80 percent of those that do reach us will 
reflect 

The Cnuamman. Some infraction ? 

Mr. Dueean. That is right. 

The CHatrMAN. Some serious and others not ? 

Mr. Duaeean. Yes. 

Mr. Correr. Your job is to develop the facts and prove the innocent 
innocent as well as the guilty guilty, is that right ? 

Mr. Ducean. That is right, to present the facts just as they may 
relate to a situation. 

The CuatrMan. What percentage of the number of cases you have 
just mentioned there are conversion cases, that is, where the charge 
is conversion and not a mere infraction of the rule or the regulation, 
do you know ? 

Senator Arken. You have closed quite a few conversion cases, 
have you not? 

Mr. Correr. Completed them. 

Senator Arken. Completed them. 
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Mr. Duecan. Some have been completely adjudicated, in the courts, 
yes, sir. 

The CuatrmMan. Do you have a résumé of what is involved in these 
cases, a breakdown of what category they fall within? In othe: 
words, you have so many conversions, so many roughly of infractions, 


et cetera ? 

Mr. Duaean. Well, we have them broken down, Senator, by what 
we term “fund categories,” the basis on which we get allotments of 
funds for investigation work. For example, Commodity Credit Cor 
poration—we get some Commodity Credit Corporation money for 
Commodity Credit Corporation investigations. That money has to 
be used for those. Of course, for nothing else. Now under that, | 
do not have the totals on those, do you? 

Mr. Brecuenser. No. it is there. You are using that, are you not), 
That will give you your totals, fundwise, if that 1s what the Senator 
wants. 

The Cuarrman. I wanted the different categories of your investiga 
tions, if you have such groupings. In other words, you have 
four-hundred-and-some-odd cases. 

Mr. Duaean. Yes, sir. 

The CuarrmMan. For investigation. 

Mr. Correr. How many are embezzlement and how many fraud and 
how many other kinds—would you have them broken down that way ! 

Mr. Duacan. No; we do not have them broken down that way. I 
can give you the number of warehouse cases that we have received, 
that is, warehouse shortage cases. 

The CHarmrman. Yes. 

Mr. Dvuecan. Either shortage or deterioration by field office. We 
have five field offices. For example, in our Atlanta office area seven 
cases have been referred for investigation. 

The Cuatrrman. What do those consist of ? 

Mr. Duaaan. Those will either be shortage or deterioration cases. 
At some stage they may work into a conversion charge. Through our 
Chicago office we have received 54; through Dallas, 55; New York, 7; 
and San Francisco, 6. 

That is as of April 30, 1952. 

The CuarrMan. That covers what period of time? 

Mr. Duacan. That is since the Ist of January 1951. 

The CuatrMan. 18 months? 

Mr. Duacan. Yes. 

The CuatrMAN. It is not quite that? 

Mr. Dvuecan. Yes. 

The CHarrman. And those are complaints made to you by someone 
in the Department? 

Mr. Duecan. That is right. 

The Cuarmman. As to something that they came across showing 
that there was either a shortage or a conversion or something on 
that line? 

Mr. Duaean. Yes, sir. 

The Crarmman. Embezzlement? 

Mr. Duaean. Yes. 

Mr. Correr. Mr. Duggan, suppose that sombody came up to one 
of your men and whispered that some employee in the Department 
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thought that there was something radically wrong in the purchase of 
Egyptian cotton, through Mr. Walker’s branch. Would you not set 
that case up for investigation, or would you have to wait until some- 
body referred it officially to you—what action would you take? 

Mr. Duaean. No, in a case like that, where it involved a branch 
director, I would immediately communicate with the Administrator 
of PMA. 

Mr. Corrrer. And you would get clearance from him? 

Mr. Duaean. I would get clearance from him; yes, sir. 

Mr. Correr. Before instituting any investigation in the matter? 

Mr. Dueean. Yes. 

Senator ArKkeN. Is that what you did? 

Mr. Duaean. It was in reverse order. He gave the case to me for 
investigation. 

Mr. Correr. Ordinarily, before you start on an investigation you 
do get clearance from the Administrator or from Mr. Herder ? 

Mr. Duaean. Just on the type of case that you mentioned. Of 
course, that is the exception, rather than the rule. 

Mr. Correr. But not, for instance, on the usual conversion case, 
you would not? 

Mr. Duaean. No. 

Mr. Correr. Do you feel that it is any part of your function to be 
conversant with your over-all operation and to have had a feeling 
about this conversion situation and, perhaps, have done the same 
thing that the Office of Audit did as investigators? Your investi- 
gators are stationed throughout the country and they meet the 
operating people, and their service organization within the operations 
offices, or within that scope of their activity. Did any information 
come to you that there was a situation existing or growing with re- 
spect to these conversions in grain before the lightning actually hit? 

Mr. Duacan. No, only as those cases came down to Compliance and 
Investigation for investigation. 

Mr. Correr. Well, do not the directors of the Federal offices rely on 
your branch to keep their house cleaning in order and to run down 
things that look wrong? 

Mr. Dueean. Yes, sir. And we do that. 

Mr. Correr. In that connection how is it that you did not become 
conversant with the situation perhaps sooner than you did? 

Mr. Duaecan. Well, I guess sevaral of us became aware of it simul- 
taneously, and we particularly, as those cases flowed into our office, 
with the request for investigation—— 

Mr. Correr. As I recall your personnel situation in the Dallas area 
was not very good, I mean, you had only a few men there compared 
to the number of cases. 

Mr. Duaean. That is right. We did not have nearly as many as 
we would have liked to have had, especially when these cases started 
flowing in. And these were cases that were involved, complicated 
and time-consuming—they required a heavy expenditure of manpower 
and time. 

Mr. Correr. When you complete an investigation how do you dis- 
seminate your report on it? 

Mr. Duaean. Well, first of all it would depend upon the type of case. 
To take as an illustration one of these shortage cases. If the case 
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arose in the Dallas commodity office we would now and since January 
follow this distribution. 

We would send four copies to the regional attorney at Dallas, one 
copy to the director of the commodity office at Dallas, one copy to the 
Assistant Administrator for Commodity Operations here in Washing- 
ton, one copy to the fiscal branch, a copy of the memorandum of 
transmittal to the grain branch if it involved a commodity over which 
they had control—that is it. We would have a copy of the report in 
our own Washington file. 

Senator Arken. You do not send copies then to the Commodity 
Credit Director or the Secretary ¢ 

Mr. Duacan. We send a copy to the director in the commodity office 
in the field; yes, sir. 

Senator ArkeN. In the field office ¢ 

Mr. Dvacean. And to the top Commodity Credit Corporation official 
here in Washington, Mr. Kruse, his office gets a copy. 

Mr. Correr. That prevailed since when, did you say ? 

Mr. Duecan. About January of this year; 1952. 

Mr. Correr. What was your procedure before that, prior to that 
time? That is, for reporting prior to that time ¢ 

Mr. Duaean. Prior to that the same distribution, except the reports 
were not submitted directly to the regional attorney in the field, but 
‘ather to the commodity office, and they in turn referred the reports 
to the regional attorney. 

Senator Arken. They exercised their judgment on referring it? 

Mr. Duccan. I would say so, yes, sir. 

Mr. Correr. How was that breakdown—did you send them several] 
copies ¢ 

Mr. Dueean. That is right. 

Mr. Correr. In the field ¢ 

Mr. Duacean. Yes, that is right. 

Mr. Correr. To your director of your commodity office? 

Mr. Duacan. Yes. 

Mr. Correr. How many copies would you send to him? 

Mr. Duaean. I believe at that time he was getting three, and if he 
recommended or believed that court action was necessary, he would 
refer two copies to the regional attorney. 

Senator Arken. Did you suggest this change? 

Mr. DuacGan. No, sir. 

Mr. Correr. I want to follow that detail right in there. And then 
you can have the question. Three to the director of your local com- 
modity office ? 

Mr. Ducean. Yes. 

Mr. Correr. If he decided that there should be prosecution where 
did he send it ? 

Mr. Duecan. He would send it along to the regional attorney. 

Mr. Correr. He would send it to the regional attorney ? 

Mr. Duaean. Right there in Dallas, yes, sir. 

Mr. Correr. And what would the regional attorney do with the 
two copies or would you just send one to the regional attorney ¢ 

Mr. Duacan. No, I believe he sent two. 

Mr. Correr. What would the regional attorney do? 

Mr. Duacan. The regional attorney—I may not be absolutely right 
on this and if not the Solicitor will check me on it later—before they 
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worked out this direct reference from the regional attorney to the 
United States attorney, I believe the regional attorney sent his report 
to Washington, to the Solicitor’s office. 

Mr. Correr. If he felt the case merited it, he sent a report on to the 
Solicitor in Washington ? 

Mr. Duaean. That is right. 

Mr. Correr. Well now, was there any other distribution of the 
report other than to your field office direc tors ¢ 

Mr. Duacan. Yes, Mr. Kruse’s office here in Washington got a copy, 
and the commodity office would get a copy. The commodity branch 
here in Washington. 

Mr. Correr. Like the Grain Branch ? 

Mr. Dueean. The Grain Branch; yes. 

Mr. Correr. They would get a copy / 7) 

Mr. Dueean. Yes, sir. 

Mr. Correr. And, of course, your office would get a copy. 

Mr. Duaean. Yes, sir. 

Mr. Correr. Does your office, when it develops an investigation 
and develops a criminal violation or evidence of criminal violation, do 
you make any recommendations? 

Mr. Ducean. Well, we do not do it in a direct, positive sense. 

Mr. Correr. Why not? 

Mr. Duacean. Well, I guess 

Mr. Correr. Do you not have the authority ? 

Mr. Duecan. We do have the authority to make recommendations, 
yes; but I guess it is just a matter of policy or procedure that has 
grown up through the years. We feel, Mr. Cotter, that our brief or 
the summary of our findings, where we make conclusions of fact, is 
tantamount to a recommendation, plus the memorandum of transmit- 
tal which is prepared when the report is distributed, and then fol- 
lowing that we are called in for consultation from time to time—not 
in every case—and solicited for our views. 

Mr. Correr. What was happening was that you. were preparing 
your cases and sending them to someone—not even a lawyer, to weigh 
the evidence and determine whether there would be a prosec ution. If 
I understand the way those reports were distributed the entire deci- 
sion with respect. to what action would be taken was left up to the lay 
end of the operations ¢ 

Mr. Duecan. Well, of course, he could, and I am sure did in a good 
many cases consult with the regional attorney. 

Mr. Correr. Do you not think there were a good many éases in 
which he did not and which he closed out the case ¢ 

Mr. DueGan. It is possible that in some he did not. 

Mr. Covrer. I think we have evidence of a substantial number. 
This was all changed ? 

Mr. Duecan. Changed in January. 

Mr. Correr. In January you say. I think Senator Aiken wanted 
to know who brought that about, if you brought it about ? 

Senator A1rken. Who determines the method of distribution ? 

Mr. Dvuacan. So far as I know it was the Solicitor’s office here in 
Washington who brought about the change. 

Senator Arken. The purpose very obviously is to prevent a re- 
gional office from pigeonholing a case which should have action taken 
on it? 
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Mr. Duaean. Well, I think it was perhaps done to facilitate a 
quicker and a more ready reference to the United States attorney. 

Senator A1rken. What it amounts to is that the office here refers the 
case to the United States attorney rather than waiting for the regiona!| 
office or the local office to do it ? 

Mr. Duacan. No, it is done locally. 

Senator Arken. It is what? 

Mr. Ducean. It is done locally. It is done by the regional attor- 
ney’s office—the regional attorney in the field. He will refer it di- 
rectly to the United States attorney. 

Mr. Correr. But at the same time sending copies to the Department 
of Justice in Washington ? 

Mr. Duaean. That is right. 

Senator Arken. The local attorney, did he have the reports before ? 

Mr. Ducean. He refers them directly to the United States attorney. 

Senator Arken. I mean before the Ist of January ? 

Mr. Ducean. He would get them from the commodity office. 

Senator Arken. If they sent them to him. 

Mr. Duaecan. That is right. 

Senator Arken. There is less chance of their being pigeonholed in 
a local commodity office now ? 

Mr. DueGan. Well, that is a point of view. Of course, I am sure 
that they had in mind more ready movement and reference of the 
ease to the United States attorney, so that there would be no delay. 

Senator Arken. According to the testimony we had this morning 
the fats and oils branch referred most of the peanut conversion cases, 
since the 17th of March of this year, although the history goes back 
anywhere from 1 to 3 years. 

The CuHatrmMan. We will suspend for a moment. 

(There was a short recess.) 

The Cuarrman. The committee will be in order. 

Mr. Correr. Well, with respect to the type of case where there 
would be an irregularity, suppose there was some collusion or irregu- 
larity in the Chicago office—let us take any office—let us not pick out 
Chicago—how would that come to you, I mean, here you are the 
compliance and investigation unit, and if you take mae s all of 
your cases by reference, and if you are so overburdened with work 
that you do not have time or you do not have the facilities to perform 
your compliance functions, how would you discover that type? Cer- 
tainly, the field agency that was wrong or their personnel, they would 
not report a wrongdoing on their own part, would they ? 

Mr. Duaean. The director of the commodity office, I am sure if he 
knew of a situation which involved misconduct or irregularity of 
some sort would refer it. 

Mr. Correr. He certainly would—— 

Mr. Dvuaean. For investigation. 

Mr. Correr. If he was honest and wanted to do a job, and so forth. 

Mr. Duaean. That is right. 

Mr. Correr. Suppose he involved—what I am driving at is, Do 
you not do any compliance work at all; if not, why not? That seems 
to be your title and that seems to be your function. 

Mr. Dueean. We do some compliance work, independent com 
pliance work. For example, each year we make what we term a 
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survey of grain procurement activities by the various commodity 
offices. We have conducted surveys in the past with relation to a good 
many commodities, eggs, for example, rice, flour. 

Mr. Corrrer. Do you do that? 

Mr. Ducean. And poultry. 

Mr. Correr. At somebody’s instructions? 

Mr. Duaean. At the instruction of the Administrator. yes, sir, sort 
of a standing order. And again sometimes at the instance of the 
particular branch director here in Washington. 

Mr. Correr. In a program of such tremendous proportions where 
mistakes or wrongdoing can add up to such large figures dollarwise, 
for the protection of the Corporation and to prevent criticism, is it not 
advisable that you do more compliance work and have autonomy 
enough, can do more? 

Mr. DueeGan. Well, Mr. Cotter, I guess it is a matter of opinion. 
Frankly, I would like to be able to be in a position whereby we could 
do more. 

Mr. Correr. You feel that the budget is the deterrent factor ? 

Mr. Duaean. That is right, yes, sir. We can only do so much with 
the money on which we have to operate and the manpower that is 
available to us. 

Mr. Correr. Your public servant who is handling these programs of 
large financial consequences might be subject to unjust criticism, and 
you would also be giving him protection as well as the Department by 
such type of work, would you not ¢ 

Mr. Duaean. I would say so, yes, sir. 

Mr. Correr. You say that you conducted these investigations of 
grain procurement. 

Did you conduct any investigation of this procurement operation 
that we heard evidence on here last week with respect to these pur- 
chases at Minneapolis involving the Minneapolis office, the Grain 
Branch, where Cargill was involved. 

Mr. Dueean. Yes, sir, we did. 

Mr. Correr. Did your findings reflect that your Operations Branch 
had been wrong there and that somebody had erred or that under the 
circumstances everything was all right? 

Mr. Duaean. Well, I have not had the advantage of listening to the 
testimony or of seeing the General Accounting Office reports. 

Mr. Corrrer. You have not seen the GAO report ? 

Mr. Duaeean. No, that is right. So am afraid I just cannot answer 
that as much as I would like to, and as I would if I knew all of the 
facts. From what I have heard it seems to me it is pretty much a 
matter of a question of judgement. 

Mr. Correr. Well, I think the facts were developed rather clearly 
that there was a cash market which was very substantially above the 
futures market, and that the Commodity Credit Corporation elected 
to buy from Cargill at the cash market price and take deferred de- 
livery and permitted Cargill to go out and by use of the futures mar- 
ket to make a very susbstantial margin of profit on the grains that 
were delivered. Did your investigation develop that conclusion ? 

Mr. Duecan. Our investigation I am such will show all of the facts 
attendant upon the condition of the market at the time, both the cash 
and the futures market. 





STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Correr. Do you know that your report was included as an ex- 
hibit in the GAO investigation ? 

Mr. Duacan. No, I did not know that. 

Mr. Correr. I think what I am trying to say, Mr. Duggan, is this, 
do you feel that under the present set-up that you have sufficient auton- 
omy and sufficient independence and can report sufficiently high in 
the structure of the Department, so that you can develop on your own 
initiative and report anything that you feel is wrong without undue 
influence from your Operations Branch ¢ 

Mr. Duacan. Yes, sir. I feel that way and we do report that way 

Mr. Correr. Do you feel 

Mr. Duaean. We have never been intimidated and I am a guy who 
does not frighten very easily. 

Mr. Correr. You feel there would be any advantage in reporting 
directly to the Secretary as against reporting in to PMA, the Admin- 
istrator? 

Mr. Duaean. No, I cannot see any material advantage to that, Mr. 
Cotter. 

Mr. Correr. How much additional budget do you feel that you 
would have to have or how many additional professional staff do you 
feel that you would have to have to do what you might consider an 
adequate job of compliance in addition to these investigations you 
make at the request of the other members of the organization ? 

Mr. Ducean. Well, we have been authorized now to staff up to 150 
for the coming fiscal year, and with the new protective devices which 
the Administrator has in mind putting into effect with reference to 
warehouse inspection and a more intensified office of audit operation, 
while I am not 100 percent satisfied and do not expect to accomplish 
everything overnight, I do think it is a move in the right direction and 
that we will be able to do a good representative job with that number 
of people. 

Mr. Correr. Do you intend to change your procedures in any re- 
spect in regard to the making of recommendations on the cases that 
you investigate ? 

Mr. Ducean. I have not thought immediately of doing it, no, but if 
there is a demand or urgency along that line, why, I think we can 
adjust ourselves to that view. 

Mr. Correr. If there are experts in the Department of Agriculture 
with respect to irregularities in criminal matters, your office comes 
the nearest to being the experts, do they not ? 

Mr. Ducean. I, “perhaps, would put the Solicitor’s Office first. 

Mr. Correr. We are going to hear from the Solicitor later this after 
noon, but are you not the people that go out and develop the facts? 

Mr. Duaean. Yes. 

Mr. Correr. In the light of the law? 

Mr. Duaean. Yes, sir. 

Mr. Correr. And have the conditions of the cases first-hand ? 

Mr. Duacan. Yes. 

Mr. Correr. And you are the lawyers and you are the trained in 
vestigators and you have the know-how with respect to the gathering 
and assembly and objectivity of factual reporting, is that not correct 

Mr. Duaean. Yes, sir, that is right. 
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Mr. Correr. Why would you not be the outfit that would make the 
recommendations, at least, initiate the recommendations to be taken 
on these cases ¢ 

Mr. Duaean. Well, we do that. 

Mr. Correr. In a sort of backward way, do you not? 

Mr. Duccan. Not in a real firm and positive sense, but we certainly 
would be glad to make any further contribution that the Administra- 
tor feels that we can make. I would be very happy to. 

Mr. Correr. The only thing you did, if I am correct, prior to 
January 1952, was to let your reports speak for themselves, and 
whatever the commodity office or the operations office decided, ap- 
parently, was all right with you. I mean, as long as they closed it 
finally. You, perhaps, kept your file open until the case was closed ; 
is that right ? 

Mr. Duaean. We did, yes. 

Mr. Correr. But you did not initiate any recommendation of action 
to be taken or follow it up with any further recommendation ? 

Mr. Duccan. No, but they would consult with us on cases. 

Mr. Correr. If they wanted to. 

Mr. Ducean. If they wanted to; yes, sir. 

Mr. Correr. Do you get into the farm storage picture, Mr. Duggan ? 

Mr. Duaean. Yes, we do. We have had some cases involving farm 
storage. 

Mr. Correr. The more aggravated cases again when they would 
be referred to you ( 

Mr. Duaean. That is right. 

Mr. Correr. Have you made a survey of the farm storage picture, 

compliance survey in that regard ¢ 

Mr. Duccan. We made no survey there at all. 

Mr. Correr. Do you have any plans along that line? 

Mr. Duaean. No, sir. 

Mr. Correr. Do you feel that a survey of the farm storage program 
as it relates to violations, and so forth, would or would not be in 
order? 

Mr. Duaean. I understood that Mr. Harrill’s office had made a 
survey of farm storage facilities. 

Mr. Correr. But they do not make the same type of survey that 
your office would make—they make it from the audit approach—you 
make it from the investigation approach. 

Mr. Duaean. That is right. 

Mr. Correr. They are quite two entirely different things, are they 
not ? 

Mr. Dueean. That is right, yes, sir. 

Mr. Correr. There are many other questions that I would like to 
cover with you. You might explain this matter of jurisdiction. I 
understand that the Department of Justice, and I suppose the FBI 
being part of the Department of Justice, that they have primary 
jurisdiction with respect to a large number of these crimes, some of 
which I think you people conduct the only investigation that is con- 
ducted on them. 

Was that jurisdiction delegated over to the Department by these 
letters of delegation of 1943 and 1949, or was there an arrangement 





1734 STORAGE AND PROCESSING ACTIVITIES OF CCC 


existing prior to that time that you people would conduct the crimin,| 
investigation in these cases? 

Mr. Duggan. Well, of course, as you know the Commodity Credit 
Corporation Charter Act carries its own penal provisions, and the 
Charter Act is applicable only to the Department of Agriculture. 
And as I understand it, the Secretary has the responsibility of ad- 
ministration and enforcement with respect to the act. That, I am 
sure, is recognized by the Federal Bureau of Investigation, because 
they are constantly referring to us cases which deal with frauds and 
other matters related to the Commodity Credit Corporation pro 
grams. 

Mr. Correr. Well, apparently, you have some working arrangement 
whereby you handle this phase of the work that arises through the 
activities of the Commodity Credit Corporation and the PMA? 

Mr. Dueean. Yes. 

Mr. Correr. But there is a jurisdiction in the Department on em- 
bezzlement, theft of Government property, bribery, many of those 
crimes—I mean fundamentally they are the same crimes that the 
Department of Justice is investigating in all Government depart- 
ments. 

Mr. Duecan. Well, on bribery cases, if we uncover facts which 
lead us to believe that the crime of bribery exists, we then call in the 
FBI, as we have done in several cases. 

Mr. Correr. Like in the Benit case, Mr. Duggan? 

Mr. Duacan. We did not in the Benit case, but we did in the Lamcke 
case which was recently tried in New York. And we worked cooper 
atively with the FBI on that case. 

Mr. Correr. I guess that the FBI finally got into the Benit case, 
did they not, or did they? 

Mr. Duaean. No, sir. 

Mr. Correr. I think that will be all. I would like to hear the 
Solicitor this afternoon. 

The Cuamman. All right, Mr. Duggan, thank you very much. 

Mr. Duaean. Thank you. 

The Cuarrman. Mr. Hunter and Mr. Shulman, each of you raise 
your right hand. You each of you solemnly swear to tell the truth, 
the whole truth, and nothing but the truth, so help you God? 

Mr. Hunter. I do. 


Mr. Suvutman. I do. 


TESTIMONY OF W. CARROLL HUNTER, SOLICITOR, AND EDWARD M 
SHULMAN, DEPUTY SOLICITOR, UNITED STATES DEPARTMENT 
OF AGRICULTURE 


Mr. Correr. Mr. Hunter, have you furnished your full name fo 
the record ? 

Mr. Hunrer. W. Carroll Hunter. 

Mr. Correr. You are the Solicitor of the Department of Agi 
culture ¢ 

Mr. Hunrer. Yes. 

Mr. Correr. I presume that in such a capacity your jurisdiction 
extends over PMA and Commodity Credit Corporation ! 

Mr. Hunrer. Yes, we perform all of the legal work for the Depart 
ment. 
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Mr. Correr. And what percentage of your work involves your over- 
all work, would you say, that involves PMA and Commodity Credit 
Corporation, just roughly / 

Mr. Hunver. I can say this, that Commodity Credit Corporation 
work itself represents about 10 percent, I think. 

Mr. Correr. About how much ¢ 

Mr. Hunrer. 10 percent. 

Mr. Correr. 10 percent ¢ 

Mr. Hunvrer. Of the legal work in terms of money. 

Mr. Correr. Well; in terms of money. 1 was thinking in terms of 
time that you devote to the job. 

Mr. Hunter. That is what I mean; appropriations money. 

Mr. Correr. Of course, you report, you are only responsible to the 
Secretary ¢ 

Mr. Hounvrer. That is right. 

Mr. Correr. How large a staff do you have, sir; in lawyers? 

Mr. Hunver. Today we have about 205 to 210, I think. 

Mr. Correr. Does that also include your regional attorneys? 

Mr. Hunrer. Yes. 

Mr. Correr. Everybody ? 

Mr. Hunrer. Everybody. That is the lawyers alone. 

Mr. Correr. How many of that group are situated in Washington $ 

Mr. Hunter. About two-thirds. 

Mr. Correr. And you say only about 10 percent of your over-all 
work of your staff is devoted to Commodity Credit Corporation 
operation ¢ 

Mr. Hunrer. That is right. 

Mr. Correr. Well, now, how do you distinguish that from the 
PMA operation? We have never been able to in respect to our 
investigation here. Do you make a distinction / 

Mr. Hunver. Yes, we do; because of the manner in which appro- 
priations are made. We get a transfer to our office from Commodity 
Credit Corporation every year. 

Mr. Correr. What I am getting at is, is your PMA operation much 
larger than the Commodity Credit Corporation operation ¢ 

Mr. Hunver. Yes, I should say so. For instance, marketing and 
regulatory laws are mostly under PMA. Commodity Credit, produc- 
tion, and adjustment programs are also under PMA. Altogether 
they represent about $850,000 out of the total appropriation of $2, 
500,000. Those are approximate figures. 

Mr. Correr. Taking PMA and Commodity Credit Corporation 
together, approximately, is that about a third of your time that is 
spent on that, and the rest on other matters ¢ 

Mr. Hunrer. That is right. 

Mr. Correr. Of the 10 percent you devote to Commodity Credit 
Corporation matters what percent do you devote to the review of 
compliance and investigation reports and references to the Department 
of Justice, and so forth? 

Mr. Hunrer. I do not know exactly how you divide the work. I 
will put it this way—— 

Mr. Correr. It is a little dificult. I am just getting your rough 
approximation. 

Mr. Hunvrer. We have the launching of the program actiy ity, the 
dockets that come before the Board of Directors. 
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Mr. Correr. Do you not probably review all documents from a lega| 
point of view? 

Mr. Hunrer. All documents? 

Mr. Correr. As to correctness ¢ 

Mr. Hunrer. That are referred to us. 

Mr. Correr. Pardon? 

Mr. Huwnver. All documents that happen to be referred to us. As 
a matter of course, the dockets for the meetings of the Board of 
Directors of the Commodity Credit Corporation come to our office 
for approval. In addition to that we have numerous cases in court 
involving the activities of the Commodity Credit Corporation. | 
should say—— 

Senator Kem. Numerous cases in court ? 

Mr. Hunrer. Yes. I should say we have pending at this time 
approximately 650 cases. 

Mr. Correr. Civil cases? 

Mr. Hunrer. Yes; cases by, and against the Corporation. Some of 
those may not be instituted yet, but ready for institution. 

Senator Kem. How do you decide when you handle a case and when 
the Department of Justice handles a case? 

Mr. Hunrer. Well, all of our cases in court are channeled through 
the Department of Justice. On the civil cases our office does ‘tha 
major portion of the work itself. In many of them we do all of the 
work. 

We have one associate solicitor who is designated as a special as- 
sistant to the Attorney General without pay to handle our appellate 
work, appeals in the United States Court of Appeals, and the State 
courts of appeals, and before the Supreme Court. 

In many civil cases I say that we take a very active part, generally 
prepare the pleadings and participate in the trial and brief the cases. 

Mr. Correr. Do you use outside counsel on this colossal amount of 
litigation ¢ 

Mr. Hunrer. No. 

Senator Kem. During our hearings frequently we have been told 
that this case has been referred to the Department of Justice. 

Mr. Hunrer. That is right. 

Senator Kem. On both criminal and civil cases? 

Mr. Hunter. That is right. 

Senator Kem. How do you decide what cases you refer to the De 
partment of Justice and what cases you handle yourself? 

Mr. Hunrer. All cases that are in court go through the Department 
of Justice. 

Senator Kem. Then are referred back to you? 

Mr. Hunrer. Well, we have a working arrangement whereby we 
really do the large part of the work on cases referred to them, we 
analyze the case and prepare the declaration or complaint. 

The Cuatrman. The pleadings? 

Mr. Hunrer. The pleadings, and brief the case. 

Senator Kem. What I am getting at is this; where the responsibility 
is fixed. If the committee finds in some of these cases that we have 
had to do with what may seem to the committee diligent action has 
not been taken, is that responsibility on the Solicitor’s Office or the 
Department of Justice, and how do we decide where it should be fixed ¢ 
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Mr. Hunter. It would be our responsibility in the first place to get 
it to Justice. 

Senator Kem. The responsibility to refer the case? 

Mr. Hunter. To get it to Justice, and then, perhaps, our joint: 
responsibility to some extent after that to see that the case moves on. 
It is formally the responsibility of the Department of Justice and the 
United States Attorney. 

Senator Kem. Do you have authority to prosecute a case without the 
intervention of the Department of Justice? 

Mr. Hunter. Are you speaking of criminal cases? 

Senator Kem. Both. 

Mr. Hunrer. No; we have no authority whatsoever except limited 
wthority as to civil cases under the Farmers’ Home Administration 
Act which we have never used. 

Senator Kem. That is on the criminal side of the docket ? 

Mr. Hunter. I am speaking now of civil cases under the Farmers’ 
Home Administration Act. 

Mr. Correr. The Commodity Credit Corporation cannot be sued 
or sue ¢ 

Mr. Hunrer. Yes; it may sue and be sued. 

Senator Kem. What is the line of demarcation as to responsibility / 

Mr. Hunver. The cases arise in our Department and they come to 
iss We review them. If it is a case to be instituted against some- 
body, we will send it to Justice. That is our responsibility. 

Senator Kem. To be instituted against somebody either civilly or 
criminally ¢ 

Mr. Hunrer. Yes. It is our responsibility to see that it gets there. 

Senator Kem. To the Justice Department ? 

Mr. Hunver. That is right. If the case is instituted against us, 
why then- 

Senator Kem. What happens when it goes over to Justice Depart- 
ment ¢ 

Mr. Hunrer. They review it there, in the first place, and if they 
think it is a case that should be instituted, they will send it to the 
United States Attorney. 

Senator Kem. Both civil and criminal cases? 

Mr. Hunter. Both civil and criminal. 

Senator Kem. Where? 

Mr. Hunter. Many of our criminal cases are, and civil cases, also, 
are referred directly from our field offices. 

Senator Kem. Where you enter the case again—at what point in 
the proceedings—where do you enter? 

Mr. Hunter. Criminal cases we would not enter at all. We 
would not have anything to do with it. Civil cases, we would enter 
t, every stage of it—perhaps not all of them, but the most important 
ases we do. 

Senator Kem. After it is referred to the district attorney / 

Mr. Hunter. That is night. 

Senator Kem. Is it your responsibility to go ahead with the case 
Wy 

Mr. Hunter. No, I should not say so. I say formally it is the 
responsibility of the United States attorney. 
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Senator Kem. Judge Hunter, is that an efficient arrangement—do 
you think that some additional legislation marking out the fields of 
responsibility is advisable? 

Mr. Hunver. I do not, for this reason: It has been my experie: 
for a pretty long period that the programs in the Department of 
Agriculture, and I assume the programs of almost any other Depart- 
ment, are highly technical, many of them, difficult to understand. 
Certainly, the lawyers in my office who are working on those programs 
daily know more about them than anybody else. And I think it is 
a complete waste of time to ask some other lawyer always to review 
that case again. More than that, we get quicker action that way. 

Senator Kem. I can appreciate that. What I was thinking about 
is that axiom that what is everybody’s business is nobody’s business. 
If nobody has the responsibility of going forward and working out 
a case, why then the case is very apt not to have the attention that it 
should have. That has been my observation and experience. If 
you are going to get litigation properly handled you have got to 
have a fixed responsibility. You have got to have somebody whose 
duty it is to go forward with that litigation. And if he fails to do 
it, has been guilty of a breach of duty. 

Mr. Hunrer. Well, in the case of a suit instituted against us, of 
course the other side brings it forward and the responsibility simply 
comes at various stages on the Government attorney. 

Senator Kem. You mean when suits are instituted against you? 

Mr. Hunvrer. Yes. 

Senator Kem. Whose responsibility is it to defend those cases? 

Mr. Hunter. The Department of Justice, but we assist them in 
every way we possibly can. 


Senator Kem. Is your responsibility marked by statute or does it 
depend upon your own conscience or your own inclination—what 
Has Congress given you no guide to tell you where 


decides that ? 
the responsibility is fixed? 

Mr. Hunrer. The statute provides that the legal work of the De- 
partment shall be performed by the Office of the Solicitor. The 
only guide I have is my professional reputation. 

Senator Kem. Do you think—that is, granting that it works under 
your administration—do you think that is a satisfactory arrang 
ment for your successors in office ? 

Mr. Hunrer. I do. I do not know of any better plan than what 
we have. 

Senator Kem. Well, now, do you feel that the cases of violation 
of the law and breach of trust and miscarriage of justice have beer 
properly handled within the last few years—are you satisfied wit! 
the attention these cases have received ? 

Mr. Hunter. On the whole—— 

Senator Kem. In court and during the stages that precede th« 
filing in court ? 

Mr. Hunvrer. I am satisfied; on the whole, I am satisfied. Our ri 
tions with the Department of Justice are extremely happy, extreme 
effective. 

Senator Kem. For instance, the Tanner case, do you feel that 
efficiently handled ? 
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Mr. Hunrer. I do. It was an extremely involved case, most in- 
volved conversion case that we have had, and the first one of any 
size. I think it involved something around $900,000. And there 
was a question of what property was in Colorado and what in New 
Mexico, in several warehouses, and what we could do to preserve the 
status quo. We had to take civil action first to do that, first had 
an assignment to a trustee. Then we went into court and had a 
receiver appointed, and then we had indictments. 

Senator Arken. Mr. Hunter, if as has been testified to here the 
PMA officials authorized Tanner to violate the United States Ware- 
house Act, what, in your opinion, should be done in a case like that, 
particularly when such violation enabled Mr. Tanner to dispose of 
these beans to such an extent that the Federal Government lost over 
$900,000 4 

Mr. Hunter. I am not advised—— 

Senator Arken. Are you familiar with that case? 

Mr. Hunter. Yes, I am not advised that the PMA officials induced 
Tanner to convert the beans that he converted. If that were true—— 

Senator Arken. But if they knew that Mr. Tanner had converted 
United States warehouse receipts for Rocky Mountain receipts, which 
he did, then what, as Solicitor, would you advise doing about the 
matter ¢ , 

Mr. Hunvrer. Well, I think that any employee of the Department 
or any public official anywhere who abuses his trust should be disci- 
plined according to the offense committed. 

Senator Arken. It is uncertain, of course, and without more testi- 
mony we probably will never know whether some official of the PMA 
uivised Mr. Tanner to swap his receipts, whether they authorized 
him to swap his receipts, whether they acquiesced in swapping his 
receipts or, as you say, possibly they did not know he had swapped 
his receipts. In any case, he violated the Warehouse Act. And 
omething was wrong there in a set-up which enabled him to do it. 

That is something which has disturbed me as much as any testi- 
mony that has come before this committee. 

Mr. Hunrer. Senator, I am not familiar with that phase of it. 

Senator Arken. You cannot personally keep track of all that they 
are doing. 

Mr. Hunrer. There are many other conversions. I do not think 
rou could find any with identica!ly the same situations. 

Senator Aiken. This seemed to be rather a unique situation. And, 
ilso, it happens to be about the largest loss I guess that was sustained. 

Mr. Hunver. I think it is. 

Senator Kem. Was not the Government unsuccessful at several 
stages of that litigation when it finally undertook it ? 

Mr. Hunrer. No. They had been eminently successful, I should 
say. I think one indictment down in New Mexico was dismissed for 
some reason or other, but he was under indictment in Colorado. 

Senator Kem. The original indictments were quashed, were they 
not t 

Mr. Hunrer. I think there was a technical defect. The United 
States attorney realized there was something technically wrong with 
he one in New Mexico. 

Senator Kem. Who had the responsibility for that ? 





1740 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Hunter. The United States attorney. 

Senator Kem. Not the Department of Justice ? 

Mr. Hunver. Well, when we speak of the United States attorney 
that is the Department of Justice. 

Senator Kem. I was thinking of the responsibility in the way th: 
indictment was drawn in the local office or was that in the Washing 
ton office ¢ 

Mr. Hunver. I do not know. I do know that the Justice Depart 
ment manifested a good deal cf interest in the form of indictments 

Senator Kem. Did they manifest the same amount of skill that th 
manifested interest ¢ 

Mr. Hunter. Well, on the whole I should say so. Many of thes 
men who have been indicted have pled guilty. Some of them hav 
pled not guilty and have been found guilty and punished. The rm 
sults speak for themselve$. 

Senator Kem. Have you detected any dragging of the feet in tha: 
litigation at any stage? 

Mr. Hunter. No. I have not. It has gone along. I thought at on 
time it was going a little too fast, because I thought it was highly 
important that our first cases should be just as clean as could be, s 
we would not fail. 

Senator Arken. What cases are you referring to? 

Mr. Hunrer. The first conversion cases where we were indicting 
for conversion. 

Senator A1xen. When were those cases ? 

Mr. Hounrer. A series of them in Texas, you will remember. 

Senator Arken. Yes. That was about the first of the year, was 
it not ¢ 

Mr. Hunrer. Yes, I was extremely anxious that we should not mov: 
so fast that we would lose the first case. 

Senator Kem. Do you attribute the dismissal of the original i: 
dictments to too great haste ? 

Mr. Hunter. I do not know of anvone that was dismissed excep! 
the one in New Mexico. There was already an indictment pending 
in Colorado against the same man and he pled nolo contendere. 

Senator Kem. To what do you attribute the dismissal of the i: 
dictment in New Mexico? 

Mr. Hunrer. I think it was just the manner in which the statu 
was stated—is stated in the disjunctive part. I do not think the court 
passed upon it. I think the United States attorney himself realized 
that there was something wrong with it. 

Senator Kem. I seem to recollect that at one stage in the civil branch 
of that case in Colorado Mr. Tanner was appointed as the receiver 
or the trustee in bankruptcy to take charge of his own property, is 
that correct ? 

Mr. Hunrer. No, that is not true. I have heard that a nephew or a 
brother or someone. 

Mr. Correr. A brother. 

Senator Arken. A brother. 

Mr. Hunrer. Was employed there at some outside warehouse, one 
of his warehouse assets, to perform some of the duties there whic! 
he only knew about. 

Senator Kem. Was he not appointed the receiver by the court! 
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Mr. Hunter. No. 

Senator Kem. He was not? 

Mr. Honrer. No. 

Senator Kem. Merely an employee or agent for the receiver ? 

Mr. Hunter. That is right. 

Senator Kem. Was the net effect that Mr. Tanner remained in 
control of his own property ? 

Mr. Hunter. No, no, indeed. 

Senator Kem. As I say, that is just hearsay. I have no knowledge 
about it. 

Mr. Correr. Mr. Hunter, I think you said about 10 percent of 
the legal work of your Department was devoted to Commodity Credit 
Corporation matters ¢ 

Mr. Hunrer. That is right. 

Mr. Correr. I was trying to get from you how much of that 10 
percent was devoted to the review of your irregularities and criminal 
matters under this delegation that you had from the Department of 
Justice. 

Mr. Hunrer. I am not in a position to break that down. 

Mr. Correr. I know it is an impossible thing to have any scientific 
breakdown, but you have been able— 

Mr. Hunter. I will say this, that the conversion cases that have 
taken place since, say January 1951, when the Tanner case occurred, 
constitute a very small part of it. 

Mr. Correr. Of the over-all? 

Mr. Hunrer. Of the over-all work for Commodity Credit Corpora- 
tion—a very small part. 

It is an important part, but small. 

Senator A1rken. Have you any explanation as to why the year 1949 
was such a fruitful year in law violations? Apparently, there were 
far more violations in 1949 than any other year. 

Senator Arken. | was wondering if there was any explanation 
of it. 

Mr. Hunrer. I read in the Baltimore Sun yesterday where Mr. 
Johnson said that everybody in the Nation had fallen down in 
morality. Maybe that was the reason for it. 

Senator A1KEN. In 1949¢ 

Mr. Hunrer. Yes. 

Senator AIKEN. Sun spots or something ¢ 

Mr. Hunrer. I cannot account for it. 

Senator Arken. It might have been the relaxation of relief, for 
some of them ? 

Mr. Hunter. Maybe so. 

Mr. Correr. Mr. Hunter, would you be kind enough to give the 
legal position of the Department with respect to the use of Govern- 
ment-owned facilities as against commercially owned or leased 
facilities in regard to the storage of Commodity Credit Corporation 
ywwned commodities ¢ 

Mr. Hunter. Yes. My views about that are set forth in the record 
before the Whitten committee. 

Mr. Correr. Yes? 

Mr. Hunter. The charter, the Commodity Credit Corporation 
harter, as it is today, requires the Corporation im its activities, par- 





1742 STORAGE AND PROCESSING ACTIVITIES OF CCC 


ticularly warehousing activities, to utilize to the maximum ext; 
possible the normal chatenil of trade. 

It also provides that Commodity Credit Corporation cannot acquir 
any real property except for office space and for warehousing wher 
privately owned storage facilities are not available. 

It is my view that the Commodity Credit Corporation, if it had 
say, wheat to store in some particular locality and found private stor 
age facilities available, it would have to utilize them and could 
even acquire by gift the finest warehouse in the Nation to do it. 

Senator ArkEN. The Commodity Credit Corporation never did ov 
a warehouse. 

Mr. Hunter. No, not for grain storage. 

Senator ArkeN. Before or since any legislation was enacted. 

Mr. Hunter. Now whether a warehouse is accessible or not 
whether you should store goods in it or not is another matter. T 
minute you reach that question the legal question is out. It beco 
an administrative matter. 

Mr. Correr. You say that is the law presently? 

Mr. Hunrer. Yes. That is a relaxation from what it was orig 
nally. 

Mr. Correr. I am wondering how you reconcile that from a legal! 
point of view, or if you do, with the bin program that you have and 
with the fact as I recall that we have had testimony here that your 
storage in bin space has been going up since 1950 while your storag: 
in commercial warehouses—I am talking principally about the C! 
cago area—your bin storage has been going up and your commercis 
warehouse storage, the total, has been going down—how you reconci! 
that with the statement that you have just made. 

Mr. Hunter. Well, Commodity Credit Corporation can provide 
own storage where private storage facilities are not available. 

Mr. Correr. Once provided they are entitled to use them ? 

Mr. Hunter. Yes. 

Mr. Correr. Even though there is commercial storage? 

Mr. Hunver. I am inclined to think so. I do doubt that the 
should be allowed to go to waste from that time on. 

Mr. Correr. What is the difference between whether Commodity 
Credit Corporation goes to the expense of providing them and thi 
has them or they are already available in the form of a warehouse, of 
an Army facility, sométhing like that? 

Mr. Hunter. Well, if at the time they are stored the private storage 
facility is available, Commodity Credit Corporation is required to 
utilize them. ‘That is the simple test, it seems to me. 

Mr. Correr. Coming back and taking a case like Midwest, V. M 
Harris, why would the Commodity Credit Corporation avail then 
selves of that storage space through the medium of a private ware 
houseman when they avail themselves of their bin sites directly ’ 

Mr. Hunvrer. It had already acquired the bin sites. 

Mr. Correr. In essence, they had acquired—they had the Camp 
Crowder available to them. 

Mr. Hunter. Camp Crowder was a war asset turned over, was it 


not ¢ 

Mr. Correr. It is owned by the Government, Judge. What differ 
ence does it make whether it was Commodity Credit Corporatio: 
owned on War Assets owned ? 
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Mr. Hunrer. The War Assets did not own it at the time we stored 
any wheat. 

Mr. Correr. Is that the technicality ? 

Mr. Hunter. Yes. Certainly, they were private storage facilities. 

Mr. Correr. In other words, they belonged to the University of 


Missouri ¢ 

Mr. Hunter. I do not know. Midwest was not Camp Crowder. 

Mr. Correr. They leased them. 

Mr. Hunrer. Leased them from War Assets. We did not lease 

them. 
Mr. Correr. But I think the evidence reflects that, Commodity 
Credit Corporation was conversant with the facility prior to the time 
or had knowledge of their being there and had followed the operations 
of the lease. 

Mr. Hounrer. Mr. Cotter, the Administration officials I think are 
faced with a business problem as well. 

Mr. Correr. I think you are right. 

Mr. Hunter. They have to decide whether it is to their advantage 
to utilize private storage facilities or to take over, even though they 
have the power, to take over this property and remodel it and go into 
business for themselves. 

Mr. Correr. I think that is right, but I wonder if you can reconcile 
the legal position in Camp Crowder against the bin-site operation— 
I wonder if there is a distinction legally. I have not been able to see it. 

Mr. Hunter. Once we acquire bins validly because we need them 
due to the inadequacy of private storage facilities we can continue to 
use them. 

Mr. Correr. At the time that Camp Crowder was leased to these 
private concerns, and then in turn leased for Commodity Credit Cor- 
poration grain—— 

Mr. Hunter. It did not lease them for Commodity Credit Corpora- 
tion. 

Mr. Correr. Or rented by Commodity Credit Corporation. 

Mr. Hunter. No. 

Mr. Correr. Paid storage. 

Senator Arken. Rented by War Assets. 

Mr. Hunter. The Commodity Credit Corporation. 

Mr. Correr. Had a storage contract. 

Mr. Hunter. Grain, I suppose it was? 

Mr. Correr. That is right. 

Mr. Hunter. Under its uniform storage agreement, the same stor- 
age agreement that it uses throughout the Nation. 

Mr. Correr. That is right. It seems to me that legally that if what 
you say is correct then Commodity Credit Corporation must go out 
and lease its, Commodity Credit Corporation, bins now to commercial 
warehousemen, so that they can only deal with commercial warehouse- 
men when they are available? 

Mr. Hunter. I do not see why. 

Mr. Correr. You start out with Camp Crowder and you start out 
with a group of Commodity Credit Corporation bins. 

Mr. Hunter. Yes. 

Mr. Correr. Camp Crowder belongs to War Assets. 

Mr. Hunter. Yes. 
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Mr. Correr. Commodity Credit Corporation bins, of course, belong 
to Commodity Credit Corporation. Why would not Commodity 
Credit Corporation avail itself of the space at Camp Crowder as 
quickly as its own bins? 

Mr. Hunrer. I think there is a vast difference between what Con 
modity Credit Corporation can do with its own property and what it 
can do with somebody else’s or some other Government property. 

Mr. Correr. You do? 

Mr. Hunvrer. | certainly do. 

The Cuainman. Commodity Credit Corporation is a separate entity, 

; it not? 

Mr. Hunver. Yes. 

Mr. Correr. But it is the Government—it is a Government corpora- 
tion. 

The Cuarrman. I understand that. In one case it owns the bins. 
In the other it would have to negotiate for them. 

Mr. Correr. War Assets does not belong to a foreign government. 
They are both entities of the same government. I can understand 
them getting a handling contract, or I can understand a matter of 
business judgement, but I cannot understand justifying as a legal 
proposition that there is a great difference between the two. 

Mr. Hunver. I think there is a vast difference, in my own mind. 

Mr. Correr. I wish you would enlarge on that. 

Mr. Hunrer. The vast difference is that the Commodity Credit 
Corporation has acquired bins properly. It has them on its hands 
It needs them periodically, from season to season. 

Mr. Correr. Pardon? 

Mr. Hunrer. From season to season. I think it has a perfect right 
to use them whenever it pleases, but I do not think it has a right to go 
out and use other people’s property. 

Mr. Correr. You mean, when you say that- 

Senator Kem. Other Government property / 

Mr. Hunvrer. Other Government property. 

Senator Kem. Why, Judge, can you work that out for us? 

Mr. Hunver. We cannot acquire it. We cannot even lease it. 

Senator Kem. Why can you not é 

Mr. Hunrer. The charter forbids us leasing it. 

Senator Kem. The charter, as I read it, would give you a perfect 
right to utilize those bins at Camp Crowder. 

Mr. Hunrer. Camp Crowder was a private storage facility. 

Senator Kem. No, when Commodity Credit Corporation knew about 
it they knew about it before any of these private individuals injected 
themselves into the picture. The fact of the matter is, the testimony 
before this committee is that in the Midwest case these gentlemen 
audiventurers who organized the Midwest Co. did so at the suggestion 
of some of the Commodity Credit officials. 

Senator Arken. I think there were plenty of cases where the Com 
modity Credit used facilities belonging to other agencies of Gover! 
ment. If we follow your thesis through then the Maritime Commis- 
sion should have leased the Liberty ships in the Hudson to some private 
operator who would have in turn stored grain for the Government. 
They did not. As I understand it, Commodity Credit Corporation 
used them directly. 
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I know that when some of the cases were first called to my attention, 
1 took the matter up with the armed services, and we found that they 
had offered the facilities—Camp Crowder was not one of them at that 
time—it was other smaller ones that I was inquiring about—they said 
they offered their facilities to Commodity Credit Corporation and they 

said that they could not use them, because Congress wanted them to 
deal with private industry. 

I think the case I was inquiring into was one that the lease had been 
arranged by Mr. Carl Rice, of Kansas—I think that is his name—Car] 
Rice, something like that. 

Senator Kem. Car! B. Rice. 

Senator ArkEeN. But the armed services said they had offered these 
facilities, asked Commodity Credit Corporation if they wanted to 
use them. Ido not recall which ones. There were about, as I recall, 
13 or 14 of them in two or three Western States, Kansas, Nebraska, and 
Missouri, if I remember correctly. 

Senator Kem. You do not contend, Judge, that there is any legal 
disability on Commodity Credit Corporation to utilize those bins at 
Camp Crowder, do you? 

Mr. Hunter. I did not know that Camp Crowder was a bin. That 
is what confuses me. 

Senator Kem. There are buildings that became bins. 

Mr. Hunter. Did they? 

Senator Kem. It is a cantonment, and they used the buildings; they 
were turned into bins for the storage of grain. 

Are you asking us to believe that there is some legal disability on 
the part of Commodity Credit Corporation that they could not have 
utilized those bins for their use if they had wanted to? 

Mr. Hunrer. To whom did the bins belong? 

Senator Kem. They belonged to the Government. 

Mr. Hunter. What part of the Government ? 

Senator Kem. The people of the United States. 

The Cuarrman. War Assets. 

Mr. Hunrer. So long as there were private storage available 

Senator Kem. There were not any. 

Mr. Hunrer. Then we could use them. 

Senator Kem. That has been our contention right along that they 
could use them. And I think that that is clear. 1am glad you have 
admitted it. 

Mr. Hunter. I would like for Mr. Shulman, who has worked on 
this problem and knows more about it, perhaps, than anybody in the 
Department, to state his views. 

Mr. Suvtman. In my view, Senator, just as long as private trade 
is willing to take over that facility which was pre viously owned by 
War Assets or the Army, convert it into a warehouse facility and 
operate it, Commodity Credit Corporation was not legally in position 
to use them. 

Senator Kem. You mean? 

Mr. Suutman. As authority for that let me quote perhaps the most 
authoritative explanation of the two provisos which limit Commodity 
Credit Corporation’s authority. 1 would like to read those two pro- 
visos if I may. 

Senator Kem. What are you reading from? 
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Mr. Suutman. Commodity Credit Corporation Charter Act. 

Senator Kem. That would be authoritative. 

Mr. Suutman. Yes. 

Senator Kem. Read it. 

Mr. SHuLMAN (reading) : 

The Corporation shall have the power to acquire personal property necessary 
to the conduct of its business but shall not have the power to acquire real property 
or any interest therein except that it may (a) rent or lease office space necessary 
for the conduct of its business and (b) acquire real property or any interest 
therein for the purpose of providing storage adequate to carry out effectively 
and efficiently any of the Corporation’s programs or of securing or discharging 
obligations owing to the Corporation or of otherwise protecting the financia| 
interests of the Corporation: Provided, That the authority contained in this 
subsection (h) shall not be utilized by the Corporation for the purpose of ac 
quiring real property or any interest therein in order to provide storage facilities 
for any commodity unless the Corporation determines that existing privately 
owned storage facilities for such commodity in the area concerned are not 
adequate: And provided further, That nothing contained in this subsection (h) 
shall limit the duty of the Corporation, to the maximum extent practicable 
consistent with the fulfillment of the Corporation's purposes and the effective 
and efficient conduct of its business, to utilize the usual and customary channels, 
facilities, and arrangements of trade and commerce in warehousing of com- 
modities © ° °, 

Here is how that provision was described on the floor of the Senate 
when it was being debated, these two provisos: 

On April 18, Senator Anderson proposed an amendment to 8S. 900, 
which was the bill containing the charter amendments which would 
have added to section 4 (h) the two provisos that I have just read. 

On April 20, 1949, Senator Williams for himself and Senator Sal 
tonstall proposed an amendment to S. 900 which was substantially 
identical to the Anderson bill. 

Mr. Williams stated with respect to this amendment: 

We have been advised by the chairman of the Committee on Agriculture and 
Forestry that he will not oppose the amendment, that at the proper time he 
will accept the amendment which, as the Senator from New Mexico says, wi! 
make it impossible for the Corporation to use this power in order to extend 
its facilities in any manner unless it first has been determined that the existing 
storage facilities in the given area supplied by private industry are inadequate 
and storage cannot be so provided. Only in instances where private industry 
could not or would not take care of the storage requirements would the Cor 
poration be allowed to use this authority in any other manner. 

Senator Kem. Of course, Senator Williams’ amendment was not 
the one that was adopted. It was the Anderson amendment that was 
adopted. So any description that Senator Williams might make 
of his amendment would not be particularly relevant to that. 

Mr. Suutman. If I may, I would like to correct that. The Wil- 
liams amendment was adopted. 

The Cuatrman. Yes. Senator Thomas agreed to it. 

Senator Kem. I understand the Anderson amendment was the 
one that was adopted. Senator Williams testified to that here the 
other day. He was a witness, as I recall. 

Mr. Suutman. If you will review the record you will find that 
the amendment that was adopted was virtually identical with the 
amendment that Senator Williams proposed. 

Senator Kem. It may be virtually identical, but it was not the 


Williams amendment. 
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Let us get that straight. Let us get that straight. The Williams 
amendment was not adopted. The Anderson amendment was. Is 
that not correct ? 

Mr. SHutmANn. I would not agree with that. I would say that 
the amendment sponsored by Senator Williams was adopted. 

Senator Kem. Then we will check that. 

Senator Arken. However, in the case of Camp Crowder it was 
determined that there was not enough presets storage to take care 
of the situation there, and the public buildings then were leased 
to private parties who in turn released them to the Commodity 
Credit Corporation. 

You would not say that under the law it was necessary to turn 
public buildings over to private individuals which are already owned 
by the Government—to turn them over to a private party, would you ¢ 

Mr. Suutman. Unless the Corporation was in a position to deter- 
mine that the utilization of private trade to operate those facilities 
was impracticable or would impair the conduct of its activities. In 
the absence of such a determination the law requires it to provide 
through private trade for the operation of those warehouses. 

Senator Arken. Unless what? 

Will you say that again ¢ 

Mr. Suutman. Here is the provision of the law. The Corpora- 
tion in the warehousing, transporting, processing, or handling of 
agricultural commodities shall, to the maximum extent practicable, 
consistent with the fulfillment of the Corporation’s purposes and the 
effective and efficient conduct of its business utilize the usual and 
customary channels. 

Senator Arken. To the maximum extent practicable, those words. 
We know what those mean. 

Mr. Suutman. I think it is a question of judgment whether it was 
practicable to have those facilities operated by private trade, rather 
than by the Government, and I think the decision was made that it 
was more practicable. 

Senator Arxen. I was simply going to say that evidently there is no 
effort made to find whether the Government could operate them or not. 
It was determined at an early stage to turn them over to private trade. 
It may have been the wise thing to do. As it was we sustained a con- 
siderable loss in the case of the Harris Co. 

The Cuatrrman. But in the Harris case the facilities were originally 
leased to handle other grain than CCC. 

Mr. Suvutman. I have no doubt that if the Government had taken 
over the facilities that Mr. Harris operated and it had sustained the 
loss that Mr. Harris has sustained, it would have been vigorously con- 
tended that the Government should have proceeded through private 
trade which had the know-how. 

ve ArkeEN. I am inclined to agree with you that it is better 

r private trade to handle this. 

“The C HAIRMAN. I do not think there is any doubt about it. 

Senator Arxen. Where practicable, rather than to have the Gov- 
ernment go out and havea lot more employees and try to operate them 
ll themselves. 

The Cuatrman. In the Midwest case the Government did not lose 
a dime. The record shows that. 
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In the Harris case wherein the leases took place a year before to 
store, not Commodity grain, but other grains in that locality, they 
conformed to all of the regulations. That is where your losse< 
occurred, 

Senator Arken. That was carelessness involved there. 

Mr. SuutmMan. I would like to call to your attention, too, the com 
mittee report that was issued at the time this committee had before i: 
a provision which would have made mandatory the use by the Corpora- 
tion of private trade facilities. 

I think you will recall when the commission merchants were in her 
insisting that the Corporation be required not only to use commissio 
merchants, but that it be required under any circumstances to conduct 
its warehousing activities, through the private trade. As a matte 
of fact, the committee as a whole, I believe, originally proposed a bi! 
which would have imposed such a requirement on the Corporation. 

A subcommittee was appointed. The subcommittee issued a report. 
And I would like to read from the subcommittee’s report. 

Your subcommittee, in recommending the deletion of the section requiring 
complete utilization of private trade facilities, does not intend by that action that 
no change be effected in the handling of grains acquired under the price-support 
program. Instead your subcommittee is convinced that more efficient operatio: 
is necessary. The problem should be solved through administrative action o: 
the part of the Corporation and through negotiation with private agencies con 
cerned rather than by detailed legislative direction in the law. The intent of 
the Congress that the Corporation should use private trade facilities wherever 
possible could hardly be stated more plainly than is now written in the present 
charter of the Corporation, yet the decision as to the details of such utilization 
should be made by the Corporation in the course of its administration of the 
program. 

This was the subcommittee report which was adopted by the whole 
committee and which seemed to me, at least, to clearly recognize that 
the committee felt that the charter as then written and the charte: 
then was the same as it is today already required the Corporation t 
use private trade facilities wherever possible. 

Senator AIKE? n. Is that the Senate report that was made? 

Mr. SuHutmMan. That report was Senate Report 1326 on S. 2826 the 
Eighty-first C ongress. 

Senator Arken. Before the Senate you might say that the recom 
mendation of the subcommittee, in effect was changed from whenev: 
possible, to wherever practicable, that is, on the floor of the Senats/ 

Mr. Suutman. I would say—— 

Senator ArkEN. Would that not be the effect of it 

Mr. Suutman. The charter act already required the Corporation 
use private trade facilities wherever possible, and the committee felt 
that no further amendment was required. 

Senator A1rKEN. In other words, the Congress did not want to writs 
that so rigidly that the Commodity Credit Corporation could not exe: 
cise common sense and good judgment when it was necessary to do so 

Mr. Suviman. I think the Senate committee felt that the Corpora 
tion was already under a mandate to use private trade facilities t 
the maximum extent possible. 

Senator Arken. That was changed to “practicable.” 

Mr. Suvuutman. There was no change in the law after this wa- 
written. The provision that the Corporation should use private trad 
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facilities to the maximum extent practicable had been in the charter of 
the corporation prior to this subcommittee report. 

Senator ArkEN. Somebody has to determine what is possible. It, 
1S possible to put gr in into oil tanks and let it spoil, but certainly 
it is not practicable to do so. 

Mr. Suutman. I think that the Corporation has this leeway—tirst 
of all, if existing facilities are available, I do not think it has any 
choice Whatever—if existing private facilities are not available, then 
I think the Congress intended that the Corporation should still work 
out its arrangements through the private trade, unless it was able 
to determine that the use of private trade was impracticable and 
would impair the conduct of its price-support program. 

Senator Arken. I am not sure but what the Harris deal would have 
been a good deal if we had not lost the grain. 

Mr. SuHutman. Yes. 

Senator A1ken. He probably meant well. 

Mr. Correr. Regardless of what the legislative history of this is, 
what was bothering me and perhaps I did not understand what Judge 
Hunter said, it appeared that you were drawing a distinction between 
being Commodity Credit Corporation owned and War Assets owned. 
It would seem that such an opinoin might end up in, for instance, 
Cargill coming along and saying, “We are available,” and picking 
out a nice set of bin sites and saying, “We will lease these from you and 
store your grain,” and that you would have to do it. 

If your legal position is based on whether it is a distinction between 
Government owned and Commodity Credit Corporation owned, then 
I think that you are in dangerous water, are you not ? 

Mr. Suvutman. I do not think that Judge Hunter meant that, as 
I understood him. 

Mr. Correr. Perhaps he did not. I note thi it he said it was in other 
hands. And getting away from the technicalities we know sub- 
stantially that Camp Crowder was in War Assets. 

Mr. Suutman. As I understood it, Judge Hunter’s position was 
that first of all you had to determine whether existing private facilities 
are available, and if there were existing private-owned facilities 
available in that area, then Commodity Credit Corporation could not 
go out and acquire that facility from War Assets Corporation. 

Senator Kem. There were none existing when Commodity Credit 
Corporation was directed to that. 

Mr. SuutmMan. Assuming that no facilities were available the next 
determination that the Corporation had to make was whether it was 
practicable to arrange for the utilization of that facility through 
private trade. 

Senator Kem. Exactly, it is a question of discretion. They could 
do it or not, but no legal bar that prevented them from utilizing those 
facilities directly. ‘That has been our contention. 

Mr. Suuman. Only the mandate of Congress. 

Senator Kem. There is not any mandate. 

Mr. Suutman. That private trade facilities be used whenever they 
can be used. 

Senator Kem. It seems to be clear that that does not mean that 
when the Government had some facilities they had to be leased to 
private individuals and then the private individuals would lease them 
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back to the Government for a profit. 'To me that is not a fair constru 
tion of the language. 

Mr. Hunrer. These private citizens do not lease them back. 

Senator Kem. In effect they do. 

Mr. Hunrer. It is the uniform storage agreement. 

Senator Kem. I know that. 

Mr. Hunrer. They remodel them and build them up into a positio 
where they can take the storage. 

Senator Kem. It has never been my contention or my though 
that Commodity Credit Corporation did not have the right to exercis: 
that discretion if they wanted to, but to say that there was some 
legal bar in the charter of the Corporation that prevented them from 
utilizing those Government facilities if they wanted to is another thing 
And if there is any such bar in the charter, why, clearly the charte: 
ought to be amended. 

Mr. Hunter. The Commodity Credit Corporation can utilize any 
body else’s facility, Government or any public facility. 

Senator Kem. Exactly. 

Mr. Hunrer. If private storage is not available. 

Senator Kem. There were none available at Camp Crowder at 
the time their attention was directed. 

Mr. Hunrer. I know you appreciate the fact that when administra 
tive officials ——_ to present to the Solicitor’s office they would not 
present it probably at all. There would be no need for it. It is 
a matter of business judgment as to whether they should do this o1 
that. We do not often have occasion to pass on all of the technica! 
things that have been mentioned here today for that reason. 

Senator Kem. I agree with you 100 percent that that was a matte! 
of business discretion, but it is another thing to come in as has bee: 
argued by some—not by you, because you admit that that is not so— 
but by others that there was some legal provision in the Commodity 
Credit Corporation that would have prevented the direct utilizatio: 
of those bins at Camp Crowder by the Commodity Credit Corporation. 
That is what we have not been willing to accept. 

Mr. Hunter. It depends upon the conditions. 

Senator Kem. Under the conditions existing at that time which 
were that there were no private facilities there. 

Mr. Hunrer. I thought that Midwest was a private facility. 

Senator Kem. They leased them afterward. The Commodity 
Credit knew about the bins down there. And they brought it to th 
attention of Mr. Easley. 

Mr. Hunrer. Your idea is that they should have gone right there 
and stored ¢ 

Senator Kem. Exactly. 

The Cuamman. The War Assets bins? 

Senator Kem. Not necessarily that they should have gone—— 

Mr. Hunrer. But could have gone? 

Senator Kem. But had a perfect legal right. 

Mr. Hunter. We do not contend that they do not have the right. 

Senator Kem. I understand that Mr. Brannan in some of his 
statements contended that they had no right to do that. I think 
other representatives of the Government contended that. 
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Mr. Suvutman. It is a matter for administrative determination 
whether it is practicable to arrange for the use of facilities through 
private trade channels. 

Senator Kem. If it is practicable to do so. 

Mr. Suutman. Then I think Congress has said that you shall 
,rovide for utilization of that facility through private trade channels. 

Senator Kem. I would not agree to that. 

Mr. Suutman. This proviso, if I may read it again. 

Senator Kem. It places a foolish, if I may say so, a foolish con- 
struction on the act of Congress, that it means that if the facilities 
are there, belong to the Government, that the Government cannot 
use them, they have got to go out and get some private individuals 
to intervene between the Government-owned facilities and the use by 
the other agency of the Government. And surely that is not possible 
construction of that languauge. At least, it does not seem to me so. 

The Cuatrman. All right, Mr. Cotter. 

Mr. Correr. Judge Hunter, under date of February 16, 1943, for 
the Attorney General, Wendell Berge, Assistant Attorney General, 
addressed a letter to the Honorable Robert H. Shields, Solicitor, 
Department of Agriculture, Washington, D.C. I presume that Mr. 
Shields was your predecessor ¢ 

Mr. Hunter. That is right. 

Mr. Correr. Do you have a copy of that letter with you? 

Mr. Hunrer. I think I furnished you with a copy of it. 

Mr. Correr. We have a copy, sir. I would like to insert this, Mr. 
Chairman, if I may, in the record, at this point. 

The CuHarrman. That may be done without objection. 

(The letter referred to is entered as exhibit No. 82.) 


Ex Hipnit No. &2 


DEPARTMENT OF JUSTICE, 
Washington, D. C., February 16, 1943 
Hon. Roser’ H. SHIELDs, 
Solicitor, Department of Agriculture, 
Washington, D. C. 

Deak Mr. Suretps: As you know, Mr. Hunter of your Department and Mr 
Schweinhaut of this Department have conferred with respect to cases sent to 
us by the Department of Agriculture for prosecution. It is indicated that in 
the past your Department has not believed it possessed authority to exercise 
any discretion to withhold sending a case to this Department if a prima facie 
violation appears, notwithstanding there may be adequate practical reasons 
vhich would justify us in refusing to prosecute. 

The war, of course, has caused serious curtailment of manpower in this De- 
partment as well as in the offices of the United States attorneys and any method 
which can legitimately be devised to ease the strain is desirable. I would ap- 
preciate it, therefore, if your Department would consider the following factors 
n reaching a decision as to whether to refer a case to this Department in the 
first instance. While no one of the following factors need be controlling, it 
would seem that they should be considered. 

. Gravity and magnitude of the offense 
2. Degree of moral turpitude involved 
Improbability of successful prosecution due to the nature of the evidence 
Deterrent effect of prosecution 
5. Adequacy of investigation 
3. Adequacy of administrative remedies 
. Generally extenuating circumstances 
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8. Effect upon the war effort where the offender is engaged in any activity 
or occupation deemed essential to such effort 

9. Facts relating to restitution. 

10. Disposition of the accused as a habitual or regular offender 

11. Lapse of time since commission of the offense. 


Respectfully, 
WENDELL BERGE, 
Assistant Attorney General 
(For the Attorney Genera!) 

Mr. Correr. In substance it delegates the authority to screen the 
cases. 

Your name is mentioned in this letter. I wonder if your memory 
would serve you, if you could develop the history and background 
of this delegation of screening authority from the Department of 
Justice? Do you know how it came about or who initiated the action 
on it, and so forth? 

Mr. Hunter. Yes. At that time I think I was perhaps Assistant 
Solicitor in Charge of Litigation. I did not have anything to do 
with litigation, except in the appellate stage, had nothing to do with 
criminal cases. It was a part of my duty, however, to work out rela 
tions with the Department of Justice, general problems of this sort. 
And this letter was written as a consequence of a request from Mr. 
Schweinhaut, now Judge Schweinhaut—— 

Mr. Correr. At his request 

Mr. Hunrer. Yes. 

The CuHarrman. What was the date of that letter? 

Mr. Hunrer. February 16, 1943. 

The CHamman. 1943? 

Mr. Hunrer. Yes. And it seems that our Department which | 
think is one of the largest program agencies in this or any other 
government, from the point of view of diversity, volume and impo 
tance, operating under about 50 or 60 criminal statutes, in addition 
to the general criminal statutes, that we were sending over to the 
Department of Justice just reams of useless material for prosecution. 
They had a hard time sorting it out, determining which was worth 
while and which was not. 

They simply asked us, in spite of all this legal verbiage to use a 
little bit of horse sense in what we did. So as not to clutter up the 
records. That is the substance of it. And I might say 

Mr. Corrrer. The action was precipitated by the Department of 
Justice rather than the Department of Agriculture, is that correct 

Mr. Hunrer. We were mighty glad to fall in line with it. I think 
that is correct, to the best of my recollection. I think this letter 
would indicate it, maybe, because I did not know Mr. Schweinhaut. 
I had never-—— 

Mr. Correr. It does indicate that you and Judge Schweinhaut had 
previously conferred with respect to it, but it does not indicate who 
initiated it. 

Mr. Huwnrer. I do know that he was greatly concerned about the 
United States attorneys’ offices having a lot of cases sent to them and 
not being able to handle them and so much useless material being sent 
over which eventually everybody knew did not amount to anything. 
And it was for that reason he wanted us to reduce the number of 
cases sent over. 
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I might say this, that before this matter was issued I think it 
was probably the general understanding of everybody in the Office of 
the Solicitor that they should send all criminal cases over to Justice. 
| do not mind saying here that that was never observed. And in the 
nature of things would not be observed. We would have hundreds 
and hundreds of cases where men failed to file a report, maybe 10 
days or 10 minutes late, a criminal violation, where no man on earth 
would ever think about prosecuting them. 

Mr. Correr. So it was not to eliminate that type of case that this 
letter was written ? 

Mr. Hunter. Not solely. I mean, that is just one instance. 

Mr. Correr. I think you just indicated that it would be ridicu- 
lous to send that type of case over, and I think you have indicated 
that you did not. 

Mr. Hunrer. I think a lot of those cases were not sent over, as a 
matter of fact. 

Mr. Correr. It reserves no prima facie criminal case. 

Mr. Hunter. I am talking about where there is a prima facie 
criminal case. That is only the one we are considering. If there is no 
evidence of a crime, it does not fall anywhere. 

Senator Kem. You did not need that letter to stop sending cases 
of that kind. 

Mr. Hunter. You have asked a question that I would like to make 
some observation about. 

This letter, and the next one that you will probably read, indicate 
on their face that this is a real delegation of authority. That is 
from the Department of Justice to our office. I think, maybe we 
though so, too, at the time. 


Mr. Correr. What type of delegation—what type of authority? 


Mr. Hunrer. A real delegation of authority. Personally, I am 
convinced that as Solicitor for the Department of Agriculture, 
charged by statute with performing its legal work that I have some 
authority myself as to whether I am going to make a fool of myself 
or not in sending reams of stuff over to the Department of Justice 
where we know from innumerable instances in the past that we are 
not just going to have any prosecution or not be successful if we 
have it. 

Our programs operate on literally millions of people every day. 
And the incidence of those programs brings about innumerable small 
violations by farmers. It has been our experience that juries—— 

Mr. Correr. We are not going to talk about farmers. We will 
bring up much more aggravated and involved cases than that. I 
think you have a problem there, but I would like 

Mr. Hunter. This does not restrict itself to farmers. 

Mr. Correr. I would like to get on with this delegation and how 
it worked out, Judge Hunter. I do not want to cut you off. It is 
not the farmers. It is not petty cases, or it is not silly cases that we 
are going to take up here or refer to, but we are going to follow 
through on this delegation of authority and how it was handled. 

Mr. Hunter. All right. 

Mr. Correr. On March 25, 1949, there was a letter addressed to 
you as Solicitor and signed by Alex Campbell for the Attorney Gen- 
eral. Alex Campbell was then Assistant Attorney General. And 
may I also introduce this for the record, Mr. Chairman? 
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The CrarrMan. It may be introduced without objection. 
(The letter referred to is entered as exhibit 83.) 


Exursir No. 83 


DEPARTMENT OF JUSTICE, 
Washington, D. C., March 25, 1949 
Hon. W. Carrot, HUNTER, 
Solicitor, Department of Agriculture, 
Washington, 25, D. C. 

Dear Mr. Hunter: This will confirm the understanding reached at the con- 
ference held on this date between Mr. Frank E. Callinan of your office and Mr. 
Raymond P. Whearty and other representatives of this Department concern- 
ing continuation of the policy set forth in a letter dated February 16, 1943, from 
Assistant Attorney General Wendell Berge to your predecessor, Solicitor Robert 
H. Shields, regarding your reference to this Department of potential violations 
arising under the various acts administered by the Department of Agriculture. 

It is understood that whereas the letter of February 16, 1943, contained a 
possible limitation upon the exercise of your discretion created by war emer- 
gencies, there now exists no reason why such discretion should not be continued 
to be exercised to the same extent set forth in that communication. Of the 11 
factors therein enumerated to be taken into consideration in determining 
whether a particular criminal violation should be referred to this Department, 
probably only item (8) will require any modification, substituting “economic 
and security considerations” for the term “war effort” used in that item. 

It is further understood, of course, that, as in the past under the letter of 
February 16, 1943, your Department will accept responsibility for the exercise 
of the discretion invested in it under this correspondence. 

If at any time in the course of the execution of this arrangement you fee! this 
Department can be of assistance to you either formally or informally, please do 
not hesitate to communicate with us. 

Respectfully, 
ALEXANDER M, CAMPBELL, 
Assistant Attorney General 
(For the Attorney General) 


Senator Arxen. Is this Campbell, Assistant Attorney General, in 
charge of criminal prosecutions, is this the Campbell in the Cowart 
case ¢ 

Mr. Correr. Yes. 

Mr. Hunter. Yes. 

Mr. Correr. In the Campbell letter. The gist of that letter is to 
ive you a perpetual delegation of this authority; is that not correct, 
{r. Hunter? 

Mr. Hunter. Yes. 

Mr. Correr. Would you be good enough to develop the circumstances 

and background that led to the writing of this letter, if you can recall! 

Senator Arken. What date is that? 

Mr. Correr. March 25, 1949. 

Mr. Hunver. I think it was Mr. Bucy, Associate Solicitor who came 
to me one day, and he had some idea that maybe the authority under 
the letter of February 16, 1943, had expired by reason of the cessation 
of the war. And I said, “Well, if you think that way about it, take 
it up with the Department of Justice and talk it over with them and 
see what they think about it.” 

As the result this letter came along in 1949. 

Mr. Correr. Then the Department of Agriculture initiated the ne- 
gotiations that brought about this 1949 letter? 

Mr. Hunrer. I think so. I do not want to be too positive about 
that, but I know they were extremely interested in doing this. 
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Mr. Correr. Were the services of Cowart, who was also employed 
by the Department of Agriculture, in any way used in this letter‘ 

Mr. Hunter. Who? 

Mr. Correr. Cowart—Jack Cowart. 

Mr. Hunver. I know Jack Cowart, but I do not know what you 
mean. ; 

Mr. Correr. There has been testimony that he was quite friendly 
with Alex Campbell, and I am wondering. 

Mr. Hunter. I have never seen Mr. Campbell myself. I have only 
seen Mr. Cowart a very few times, and then casually. 

Mr. Correr. You do not know whether he negotiated for this letter 
or not? 

Mr. Hunter. No. 

Mr. Correr. That was handled strictly by your office ¢ 

Mr. Hunver. He had nothing to do with our office and nobody else 
has. Mr. Cowart had nothing to do with our office. 

Mr. Correr. These various items, these 11 or 12 factors that you 
were to consider, as to whether you would refer a case over—you have 
“adequacy of investigation.” Would that be a good ground not to 
refer a case for criminal prosecution ¢ 

Mr. Hunter. Standing alone, no. These are used in a combination, 
no one of them ever governs the situation. ' 

Mr. Correr. Would “adequacy of administrative remedies,” would 
that be sufficient standing alone! 

Mr. Hunter. No. 

Mr. Correr. Let us talk about a million dollar or one hundred thou- 
sand dollar conversion case; would it # 

Mr. Hunter. No.: I am talking about personnel, Government per- 
sonnel there. 

Mr. Correr. Effect upon the war effort where the offender is en- 
gaged in any activity or occupation deemed essential to such effort. 
After 1949 would that be of such? 

Mr. Hounver. I hardly know what that means. It has never been 
used. I do not suppose it ever will be. 

Mr. Correr. How about the facts relating to restitution ? 

Mr. Hunter. That does have some effect on what we will do. 

Mr. Correr. Even though in a very substantial conversion case? 

Mr. Hunter. No. 

Mr. Correr. No. 

Mr. Hunter. No. 

Mr. Corrrer. Lapse of time since the commission of the offense. 
Do you think that would ? 

Mr. Hunter. Yes, it does. And the courts have criticized us 
severely for being too late in some cases. 

Mr. Correr. If the matter did not come to your attention—I can 
understand where you may have settled a case and time elapsed, but 
if it had not come to your attention and was promptly handled, would 
that lapse of time enter? | 

Mr. Hunter. What do you mean? 

_ Mr. Correr. Well, suppose there was a conversion that occurred 
in 1949 and you did not discover it until January of this year. 

Mr. Hunter. No; that would not affect it. ; ; 

Mr. Correr. That would still be a lapse of time since the commission 
of the crime? 
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Mr. Hunter. That would not affect it, if it was a serious matter. 

Mr. Correr. Deterrent effect of prosecution. Do you know what is 
meant by that ¢ 

Mr. Hunver. I think it is perfectly obvious whether the prosecu- 
tion in this case would have any deterrent effect. 

Mr. Correr. Deterrent effect on what? 

Mr. Hunter. A very minor matter, oh, further violations. 

Mr. Correr. We are talking about minor matters all of the time. 
We are talking about minor matters all of the time, Mr. Hunter. 

Mr. Hunrer. I do not know what you call minor or not. That is 
somebody’s judgment. 

Mr. Correr. We had several cases—— 

Mr. Hunrer. I wish you would refer to them. I cannot answer 
those questions. 

Mr. Correr. That we mentioned here this morning. They were 
peanut conversation cases, cases where there had been civil settle- 
ments a year or so ago, cases that had developed in 1949, and they 
were not referred to the Department of Justice until March of this 
year. 

Mr. Hunter. Yes. Should not have been referred then. 

Mr. Correr. Pardon? 

Mr. Hunter. They should not have been referred then, I guess. 

Mr. Correr. They should not? 

Mr. Hunrer. They have all been turned down. 

The Cuatrrman. Why did you refer them if they should not have 
been referred a year ago? 

Mr. Hunter. When this epidemic of conversions started we felt 
that even, no difference what the conversion was, we did not utilize 
this procedure at all. We sent every case over. That is what we do 
when we have had several epidemics around the Department in the 
past, where we have to tighten up on our procedures and handle them 
in a slightly different way. 

The Cuarmman. Did you do it because you feared criticism of any 
kind ¢ 

Mr. Hunrer. Not at all. 

Mr. Correr. As a very experienced lawyer and as having adminis 
tered these matters, were you not aware of the fact that almost auto- 
matically the Justice Department would decline prosecutions where 
there had been settlement of the case for a year or more? 

Mr. Hunrer. These were not peculiar cases. In one way they were 
in our office for some time. With a great backlog of work we gen- 
erally do not reach these for 6 to 8 months. We were attending to 
much more important cases than these peanut cases. 

Mr. Correr. Would you read the roy my question again? Could 
I have my question ? 

(The question was read.) 

Mr. Hunter. No; that is not true. We prosecuted many people 
after settlements. 

Mr. Correr. Is that the usual practice in the Department; you get 
your settlement, and then at some later time refer it for prosecution f 

Mr. Hunrer. We try to get our money first wherever we can. 

Mr. Correr. Well, right there, are you presently accepting settle- 
ments prior to the prosecution of these grain conversion cases ? 

Mr. Hunter. Yes, indeed. 
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Mr. Correr. In what cases have you received 

Mr. Hunrer. Any case where a man will make a settlement we will 
accept it. 

Mr. Correr. Let us take Meekin’s case. Did you accept it there? 

Mr. Hunrer. I cannot recall the Meekin’s case. 

Mr. Correr. You had an offer. 

Mr. Suvutman. Is that the one? 

Mr. Correr. I think you have accepted it—I think you received 
$125,000—one of the Dallas cases where a couple of hundred thousand 
dollars’ shortage or more. 

Mr. Hunrer. I have a note here on the Meekin’s case that there was 
a shortage of 28,000 hundredweight, value of what, grain—the value 
of which was $126,107.12 having been paid, leaving a claim for $43,- 
097.69 for storage and tonnage. 

Mr. Correr. When did you accept that? 

Mr. Hunrer. I do not know. I see here where he was indicted on 
April 15, 1952, on a 14-count indictment, and that he was arrested and 
put in a plea of not guilty. 

Mr. Suutman. That would not indicate, Mr. Cotter, that the accept- 
ance of $126,000 deterred the prosecution, as 1 think you are attemping 
to indicate. 

Mr. Correr. No; that isright. And I think that was only a partial 
payment and recognized as such at that time. That is probably not 
too good an example. 

Mr. SuvcuMan. It was the full amount of CCC’s claim for the con- 
version, as I recall it. There were other claims involved. 

Mr. Corrrer. Storage on the converted grain, and so forth. 

Mr. Suvutman. He was indicted for the conversion as well as for 
the false claims. 

Mr. Correr. When was he indicted ¢ 

Mr. Suuuman. April 15, 1952. 

The Cuarrman. When was the case referred / 

Mr. Hunrer. July 13, 1951. The case was discussed with the 
United States attorney at Fort Worth. Investigation indicated that 
proper venue was in the southern district, and on January 22, 1952, 
the United States attorney at Houston was requested to institute crim- 
inal and civil action. 

The Cuamman. When did it come to your attention ! 

Mr. Hunrer. I think on May 7, 1951, a conference on this shortage— 
not in our office, but attended by our regional attorney at Dallas. 

The Cuarrman. And in July of that same year you turned it over 
to the prosecuting attorney ¢ 

Mr. Hunter. Yes. 

The Cuatrman. Or the Justice Department ¢ 

Mr. Hunter. The United States attorney, Fort Worth. 

Mr. Correr. For civil or criminal or both ¢ 

Mr. Hunrer. Any case that we send over is sent over for all purposes. 

Mr. Correr. Pardon ¢ 

Mr. Hunter. Any case we send over to Justice is sent over for all 
purposes. 

Mr. Correr. I think you have just indicated that you want to get 
your money first, and I think in many of those instances you referred 
them ¢ 
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Mr. Hunter. I do not want you to misunderstand that. The Com- 
modity Credit Corporation is a big business corporation. 

Mr. Correr. You are running a program and you are interested in 
getting your money? 

Mr. Hunrer. That is right. We try to collect. We never collect 
with the understanding that they will not be prosecuted. 

The CHarrman. In that connection, Judge, were there any cases 
at. all that you collected in which you promised not to prosecute ? 

Mr. Hunter. No. 

Mr. Correr. Are there any cases in which you collected that you 
never referred to the United ‘States Attorney until this publicity with 
respect to conversions and these investigations by the Hill commit- 
tees ¢ 

Mr. Hunter. That gives the impression that we were never re- 
ferring criminal cases, conversion cases, until this investigation 
started. That is not true. Beginning with the Tanner case in Janu- 
ary 1951, straight on right down through we have been referring. 
There were 14 flaxseed cases mentioned at the original hearing the 
very first day of the hearing on these matters, arising in South Dakota, 
North Dakota, and Minnesota, all alike in principle, where the flax- 
seed was delivered to the Commodity Credit Corporation, even though 
the warehouse in the meantime had sold the flaxseed originally placed 
in storage. 

Mr. Correr. When did those cases develop—when were they de- 
veloped ? 

Mr. Hunter. I can give you that. 

Mr. Correr. When were they referred to the United States at- 
torney ? 

Mr. Hunter. They were referred to the United States attorney only 
at the request of Mr. Whitten of the House committee. 

Mr. Correr. That is right. 

Mr. Hunter. And when we sent them over we told them, we rec- 
ommended there be no prosecution. 

Senator Arken. In the flaxseed cases, you required the embezzlers 
or the converters to turn over the profits? 

Mr. Hunter. That is right. 

Senator Arken. To the Government, did you? 

Mr. Hunter. Yes, sir. 

Senator Arxen. I was wondering why you did not do that with 
the peanut cases, or maybe you did, did you? 

Mr. Hunter. No; I do not think so. 

Senator A1xen. There was testimony this morning that there was 
one peanut dealer that shelled and sold oil peanuts for edible peanuts 
and made about $84,000 and the Department settled with him for a 
thousand dollars—was that not the testimony ? 

Mr. Corter. I do not think that case—— 

Senator Arken. I was wondering whether he was also required to 
turn over his ill-gotten profits, or illegal profits or unethical profits, 
to say the least, to the Department. 

Mr. Hunter. The flaxseed case did stand on a peculiar basis in 
that respect. In the settlement made we got all of the flaxseed plus 
the profits they made on the sale. 

Mr. Correr. Mr. Hunter, do you think that forgives the theif be- 

cause he eventually pays you back your money when you catch him! 
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Is that the theme on which you administered this delegation of author- 
ity from the Department of Justice? 

‘Mr. Hunter. No; it is not, and I do not like that statement. 

Mr. Correr. I think we are having quite a bit of testimony from 
you to the effect that you were getting your money and that is the 
principal reply as to what you were interested in, and we have such 
a line of testimony here, Mr. Hunter, which reflects that that might 
be the case, so that I wanted to go into it with you. 

Mr. Hunter. I want you to. 

Mr. Correr. We will take the flaxseed cases. There were 14 of 
them ? 

Mr. Hunter. Yes. 

Mr. Correr. And there is no question but that you did get your 
money, and you have got it at the highest price, and so forth ? 

Mr. Hunter. Yes. 

Mr. Correr. And none of these cases were referred, however, were 
they ¢ 

Mr. Hunter. That is right. 

Mr. Correr. They are not large conversion cases, but why 
were not any of those referred ? 

Here is an island of wrongdoing in a whole group up there, and I 
am wondering why they were not referred. 

Mr. Hunter. I will explain it to you. 

Mr. Correr. Sure. 

Mr. Hunter. There were four cases in South Dakota, four cases 
in North Dakota, and six in Minnesota. The Department continued 
to do business with these people after making this settlement. They 
had to do business with them, I suppose. 

The laws of North Dakota and South Dakota would have permitted 
these people to do exactly what they did, the very laws in their own 
States under which they are operating daily. I do not think the law 
of Minnesota—— 

Mr. Correr. That did not forgive them. 

Mr. Hunter. It did not forgive them, but is one of the reasons why 
we did not send it over—we did not forgive them for anything. 

Mr. Correr. They were guilty of a Federal violation. 

Mr. Hunrer. And we sent them over at Mr. Whitten’s request, 
repeating our recommendation that the cases not be prosecuted. 

Mr. Correr. But like the peanut cases, you long ago had settled 
them and they were free and clear; it would have been a hardship on 
them at that late date to have prosecuted them ? 

Mr. Hunter. I think so; I think so. 

Mr. Correr. And if they were going to be referred, the time to 
have them referred was when you discovered them. 

Mr. Hunrer. No, I do not think so. The same laws of South 
Dakota and North Dakota were present then, as later. I thought it 
was unfair when those people had made that settlement, had delivered 
their flaxseed to us and continued to do business with us, that under 
the laws of their States they could have done this very thing without 
committing a crime and probably knew it. They did not know any- 
thing about the Charter Act. 

Mr. Correr. But you are not setting yourself up as the Attorney 
General—you were Just screening these cases, and here was a pretty 
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unusual group of cases that seemed to stem from one brain or one idea 

Mr. Hunrer. Just because it was a group was another reason fo: 
doing that very thing. What has happened today? We sent 
them all out. They have all gone out to the United States attorney 
Two of them in one of the Dakotas—I forget which—have bee: 
indicted on a simple one-count indictment. We were curious to 
know why they selected those two. The two cases involved people 
from Minnesota operating in the Dakotas. The others go scot-free, 
I suppose. 

Mr. Correr. They will stay home after this. 

Senator Arken. They had violated a Federal contract, though: 
had they not ? 

Mr. Hunrer. They made good on the contract part of it. 

Senator Arken. But they had violated it then and made good? 

Mr. Hunrer. Yes. 

Senator Arken. And lost their profit ? 

Mr. Hunrer. That is right. 

Senator Arken. Did thy willingly give up their profit? 

Mr. Hunter. I do not know how willingly. I did not make the 
settlements. I have not heard of any duress. 

Mr. Correr. Judge Hunter, we took up four peanut cases this 
morning. We had testimony that there were approximately 25 con 
version cases, I think, in the peanut program, that the head of Fats 
and Oils, Mr. Prichard, had. We did not go all through them, but he 
read several, among which was the Alabama Warehouse Co., Troy, 
Ala., where that was 95,000 and 115,000—his figures were different 
from mine—the amount of conversion—— 

Mr. Hunrer. I do not see the amount of the conversion here. 

Mr. Correr. I should not sum these up, because I think that each 
one has rather aggravated features, but there was the Abbeville Peanut 
Co., with a conversion of about $41,000, and the Brownwood Shelling 
Co., Brownwood, Tex., a conversion of about $65,000. All of these cases, 
I think, from the records he read to us—after a number of years they 
were developed in 1949; most of them were settled at least a year ago— 
were all settled for less than the amount of the original claim, and 
none of them were referred to the Department of Justice until March 
of this year, at which time they were washed through in a matter of 
2 or 3 days, and right back in your office, justifying } your judgment, 
I suppose; and I am wondering if you feel that your judgment was 
justified in those cases. They were very substantial cases. 

Mr. Hunrer. Those cases would have been referred in the normal 
course of the procedure in our office. 

Mr. Correr. Is the procedure in your office to delay referral on the 
criminal matter until the case is so old and the money having been 
paid back? 

Mr. Hunrer. No. 

Mr. Correr. So that just the weight of time and other mitigating 
circumstances of reimbursement would result in an automatic “no 
prosecution” ¢ 

Mr. Hunrer. No; that is not true. 

Mr. Correr. Well, it would appear so; would it not ? 

Mr. Hunrer. I beg your pardon; it does not appear so. 

Mr. Correr. I can read the chronology of these three cases. 

Mr. Hunter. I know it. I have it right before me. 
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Mr. Correr. It starts in 1949 with your investigation—— 

Mr. Hunrer. Not our investigation. 

Mr. Correr. The C. and I. investigation ? 

Mr. Hunter. Yes. 

Mr. Correr. Again, it is the same Department, and they coordinate 
with you in your efforts; do they not ¢ 

Mr. Hunter. We do not know anything about it until it is referred 
to us. 

Mr. Correr. That is true. When was it referred to you? 

Mr. Hunter. I think I gave you the date; did I not? 

Mr. Correr. On Alabama? 

Mr. Hunter. I think we attended some conferences in April 1950 
and February 1951. 

Mr. Correr. Early in 1950? 

Mr. Hunter. Yes. 

Mr. Correr. The C. and I. report was issued, and that is January 
1950 and in March 1952, Mr. Shulman referred them to the Department 
of Justice. That is a lapse of 2 years. 

Mr. Heunrer. I beg your pardon. The case was not formally re- 
ferred to our office until May 4, 1951. 

Mr. Correr. Was that the first time? 

Mr. Hunter. When it was referred to our office with the investiga- 
tion report. 

Mr. Correr. Do you have any idea what it was doing between Janu- 
ary 31, 1950, for a year between investigation ? 

Mr. Hunter. I do not know. 

Mr. Correr. That is another point that I would like to come to. I 
would like to go into that. You were delegated this authority by the 
Attorney General for screening these criminal matters. How did 
you administer that delegation? Just what did you do, just what did 
you set up in the Department of Agriculture which would assure that 
serious and substantial criminal matters would receive proper atten- 
tion? 

Mr. Hunter. Well, our office works on the best schedule it can in 
view of the reduced personnel that it has. I have told you that Com- 
modity Credit Corporation work—and this has been told to the Ap- 
propriations Committees time and again—that we are from 6 to 8 
months back in our work. These peanut cases were cases that had to 
be considered. They were not half as important as other cases that 
were pending at the same time. We could not give them all the same 
attention at the same time. 

And in addition to that, we thought we had a little more time, but 
the Supreme Court decision rendered here at this term showed we did 
not have as much time as the Department of Justice advised we had. 
And every Government official, up to that time, thought he had. 

Mr. Correr. But, seriously, Judge Hunter, you did not consider that 
after that long a time, and after ‘the subject had made restitution a 

year or so back, that there would be very much action with respect 
to prosecution ; did you? 

Mr. Hunver. I thought it was very doubtful whether the United 
States attorney would ever prosecute them. 

Mr. Correr. Under the circumstances ? 

Mr. Hunter. Yes; very doubtful at any time. 
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Mr. Correr. They were real conversion cases; were they not? 

Mr. Hunter. Yes, but—— 

Mr. Suutman. What do you mean by “real conversion cases,” Mr. 
Cotter? You know there is a difference. 

Mr. Correr. Theft of Government property. 

Mr. Hunter. We do not think these were real conversion cases. 

Mr. Suutman. I think the United States attorney could conclude 
it. Ihave an answer to that: No. 

Mr. Correr. Is that because your law does not extend into a loan 
category ? 

Mr. Suutman. No; because there was not the requisite felonious 
intent. There is a vast difference between a civil conversion and a 
criminal conversion, and you are aware of that difference. There 
is only a criminal conversion where the conversion is done with 
fraudulent intent. The United States attorney decided here that the 
requisite criminal intent was not established by the facts as disclosed 
by the investigation. 

Mr. Correr. Who decided that? 

Mr. Suutman. The United States attorney and the Department 
of Justice agreed with him. 

Mr. Correr. Did you not receive—— 

The Cuarmman. Was that after the case was referred? 

Mr. SHutman. Yes, sir. 

Mr. Correr. As you say, these were rather complicated cases, and 
it had taken you from 1949, or such matter, to 1952 to process them 
through. 

Mr. Hunter. Your dates are wrong. 

Mr. Correr. Pardon? 

Mr. Hunter. Your dates are wrong. 

Mr. Correr. They are 1949 cases. 

Mr. Hunrer. But you are asking about the Solicitor’s office now. 

Mr. Correr. I am talking about the Department of Agriculture, 
too. 

Mr. Hunter. I am talking about the Solicitor’s office. 

Mr. Correr. Because I think in taking this very grave delegation 
of authority from the Department of Justice you took on a re- 
- rrrecss that you were responsible for the conduct of your whole 

epartment. 


Mr. Hunrer. Yes. And I am not apologizing to a single soul on 
earth. 

Mr. Correr. I think we have testimony from previous witnesses, 
and we have had at other times at this ayes. of the people that 
were re these cases were the claims clerks and the people in 
commodity offices who had no legal eyo 


Mr. Hunter. That is true all over the world. Everybody screens 
cases. I am not responsible for that. 

Mr. Correr. Judge Hunter—— 

Mr. Hounrer. The screening of criminal cases is going on all over 
the world all of the time. Everyone 

Mr. Correr. I am talking about the Department of Agriculture 
in the United States, sir, and I would like to state it in those issues, 
and you had this delegation of authority. Let us get back to that. 

What did you do to administer that authority to assure that serious 
criminal violations 
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Mr. Hunter. We sent 

Mr. Correr (continuing). Would come to your attention for 
screening purposes { 

Mr. Hunter. I do not have any power to require cases to be brought 
to my attention. 

Mr. Correr. Within your own Department? 

Mr. Hunter. In my own office, yes ; but not in my own Department. 

Mr. Correr. Then this was a rather empty delegation when you 
took the delegation to screen cases; you had no way of assuring the 
Department that these cases would come to you in the normal—— 

Mr. Hunter. I think the Department of Justice knows more about 
the Office of Solicitor than you do. They knew we handled only 
things that were referred tous. That is what the delegation refers to. 

Mr. Correr. As Solicitor, are you not responsible for policy in 
your Department. 

" Mr. Hunter. Only in my office. 

Mr. Correr. And your position over there has no impact on the 
operation of the Department of Agriculture ? 

Mr. Hunrer. Yes; I think it has a great impact. 

Mr. Correr. Your recommendations? 

Mr. Hunter. Yes. 

Mr. Correr. Well, what recommendations, or what did you do to 
assure that these matters were referred to you? 

Mr. Hunter. Nothing. That is not my business. The Secretary 
would tell me immediately. 

Senator A1xen. Let me catch up with this here. You had delega- 
tion of authority to screen the cases. I was wondering why you 
referred so many cases to the Department of Justice that you felt 
should not be prosecuted. Why did you send them over at all? 

Mr. Huwn'rer. These peanut cases were important cases. The ques- 
tion whether there was criminal intent there to convert property both- 
ered us. We could hardly see it. 

Senator A1ken. You did not want to pass on that? 

Mr. Hunter. We did not want to pass on it. 

Mr. Suutman. If I may 

Senator Arken. You got them back almost immediately. 

Mr. Hunrer. Perhaps a month or so; I do not know. 

Senator Arken. I am just wondering whether the Department of 
Justice is behind in its work. 

Mr. Suu_tMan. May I read you from a letter from the United States 
attorney, turning the case down ¢ 

Senator Arken. I would like to hear that. 

The Cuatrman. Let us get this thing straightened out. Are those 
the cases that were referred to the district attorney in March of this 
year ¢ P 

Mr. Suutman. Yes. 

The CuarrMan. You got this prompt reply from them ? 

_ Mr. Suutman. This case was sent over on March 18, 1952. Here 
is the reply of the United States attorney. 

Mr. Correr. When was the crime committed, and when was the 
settlement? What case are we talking about ? 

Mr. Snutman. I am talking about the Alabama case. And let 
me read the United States attorney’s letter. 
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Senator Arken. What date was that? 

Mr. Suutman. April 16, 1952. 

The Cuarrman. About a month after. Go ahead. 

Mr. Suutman. This is the Alabama Warehouse Co., Inc.—G. M. 
Panhorst. [Reading:] 

Str: Mr. G. M. Panhorst, secretary and treasurer of the Alabama Warehouse 
Co., Ine., and E. C. Orme, attorney for said firm, were in my office this morning 
to discuss the above matter. 

After going over the alleged conversion of peanuts owned by the Commodity 
Credit Corporation on the part of certain officers of Alabama Warehouse (Co, 
Inc., Troy, Ala., with these gentlemen, I am convinced that there was no crimi- 
nal intent to steal or knowingly convert property of the Commodity Credit Cor- 
poration, as the company at that time was engaged in grading, weighing, and 
storing millions of pounds of peanuts brought into their warehouses by farmers 
during a very short period of time. They were selling peanuts at the same time 
on a night-and-day basis in order to keep up with sales commitments, and Mr 
Panhorst stated that it was next to impossible to keep up with inventories 
Mr. Panhorst also stated and the file bears out his statement that his company 
stopped the shelling of Commodity Credit Corporation peanuts for its own use 
when it stopped buying and at a time when it had over six million pounds of 
Commodity Credit Corporation peanuts under its control. 

In view of the statements made by Mr. Panhorst and from information con 
tained in the letter to the Department by Mr. Shulman, Deputy Solicitor, Depart 
ment of Agriculture, I am of the opinion that no criminal prosecution should 
be undertaken against the Alabama Warehouse Co., Inc. 

Mr. Correr. Mr. Shulman, do you not feel that that letter should 
be viewed in the setting in which it was written; namely, a case where 
there had been settlement long ago, a case just recently referred? Did 
the United States attorney mdicate that he had read your rather 
comprehensive C, & I. report on this thing? 

Mr. Suvucman. I assume that he did. I do not think the lapse of 
time has determined what Justice is doing with respect to cases. Just 
within the last ten days, in a cotton case involving an irregularity 
where the statute of limitations was about to expire on the case, the 
Department of Justice directed the United States attorney to request 
that a special grand jury be convened to hear the case. So far as I 
can see, there is no disposition on the part of the Department of Jus 
tice not to take action with respect to a case where it is possible to 
do so. 

Mr. Correr. Have you ever been in enforcement work? Have you 
ever been in the Department of Justice or ever handled enforcement 
work? 

Mr. Suvutman. No. 

Mr. Correr. You do not have any experience as to what the effects 
of restitution and lapse of time has on evidence and witnesses and the 
disposition of the United States attorney to prosecute ? 

Mr. Suviman. I am sure that restitution is always a factor. It is 
a factor when judges impose sentences. 

Mr. Hunter. You mentioned how quickly the United States attor 
ney replied in this case. That is because the statute was about to 
run out. The Supreme Court rendered its decision, in which it was 
found that we did not have as much time as they thought we had. He 
had to act quickly on this case. 

The Cuarrman. Are you certain that these peanut cases were turned 
over to the prosecuting attorney at the time you did, because you 
felt there was no reason to prosecute? T do not quite get it. 
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Mr. Hunvrer. No; aslightly different case than the case we screened. 
It did involve a considerable amount of money. It was a big operator. 
The circumstances under which the so-called conversion took place 
were such as to raise some doubt as to whether there was intentional 


conversion. : 

The Cuamrman. May I ask this: Are we to understand, whether 
these hearings had been held or not, you would have referred those 
cases to the prosecuting attorney ¢ 

Mr. Hunrer. Certainly. 

Senator Kem. While Mr. Hunter is looking that up, could I make 
a short statement for the purpose of keeping the record clear? 

Sometime ago in a colloquy between Mr. Shulman and myself, the 
question arose as to the offer of the amendment to the Commodity 
Credit Corporation Charter Act which Mr. Shulman read. 

It seems, Mr. Chairman, that Mr. Shulman’s memory played him 

. ‘“ 
a trick when he stated that that amendment was proposed by Senator 
Williams. I refer to page 4974 of the Congresional Record of April 
25, 1949, and I read as follows: 

Mr. ANDERSON. Mr. President, | call up my amendment A. 

The PReSipInG OFFicEeR. The clerk will state the amendment. 

LEGISLATIVE CLERK. On page 2, line 15, it is proposed to strike out the period 
and quotation marks after the word “Corporation” and insert a colon and add 
the following: “Provided, That the authority contained in this subsection (b) 
shall not be utilized by the Commodity Oredit Corporation for the purpose of 
acquiring real property or apy interest therein in order to provide storage facili- 
ties for any commodity unless the Corporation determines that existing pri- 
vately owned storage facilities for such commodity in the area concerned are 
not adequate and, provided further, that nothing contained in this subsection 
(h) or subsection (b) shall limit the duty of the Corporation to the maximum 
extent practical consistent with the fulfillment of the Corporation's purposes 
and the effective and efficient conduct of its business to utilize the usual and 
eustomary channels, facilities and arrangements for its trade in commerce in 
the warehousing of commodities.” 

And then after some short colloquy, Mr. Anderson said this: 

Mr. President, this is an amendment which I offered in my name, but in 
connection with it I wish to asseciate myself with the Senator from Delaware, 
Mr. Williams, and the Senator from Massachusetts, Mr. Saltonstall. The pur- 
pose of the amendment is te make sure that the Commodity Credit Corporation 
assures itself that there are no adequate facilities existing before it can move 
for the improvement of the storage situation. 

Then after some discussion of the amendment, on page 4977, at the 
bottom of the first column, the following appears : 

The question is agreeing to the amendment offered by the Senator from New 
Mexico, Mr. Anderson. 

Mr. THoMas of Oklahoma. Mr. President, the amendment now pending has 
been agreed upon, so I shall be very glad to see it adopted. 

The PrRestpiInG Orricer. With objection, the amendment is agreed to. 

Senator Arken. Mr. Chairman, regardless of whose amendment it 
was, as I recall it, it was inspired by the rumor that the Department 
contemplated, or the Government contemplated the construction of a 
great system of elevators which would extend from coast to coast and 
north to south and all through the middle section of the country and 
would hold—I have forgotten how many billion bushels of grain— 
that rumor, I think, started from a plan that developed in the Grain 
Branch, but which was never accepted by the higher officials of the 
Department. 
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Nevertheless, the story was out. They expected to construct a great 
system of elevators, and I think this amendment was intended to 
forestall that. 

Senator Kem. I do not think it is of great importance whether 
it was proposed by Mr. Anderson or by Mr. Williams, but Mr. Shul- 
man corrected me and contradicted me when I said it was Mr. Ander 
son’s amendment and not Mr. Williams’. And so I would like to 
keep the record straight. 

Mr. Suvutman. It was really both their amendments. 

Senator Kem. It was Mr. Anderson’s amendment, and Mr. Ander- 
son said that he would associate himself with Mr. Williams and Mr. 
Saltonstall. 

Mr. Suutman. Mr. Williams had also introduced an amendment 
which was substantially the same. 

Senator Kem. His was not the one adopted. 

The Cuairman. I was in hopes that we could get through this after- 
noon with Judge Hunter, but Mr. Cotter informs me that he has 
other matters to go into, and since it is after 5 o’clock, we will take 
a recess. 

I wish also to announce that our plans of procedure have been some- 
what changed in order to accommodate some of the witnesses as well 
as some of the Senators. It is my hope that we will meet tomorrow 
morning, that we can get through with Judge Hunter. The com- 
mittee will then take a recess until Friday at 10 o’clock, in order to 
hear warehousemen who have been scheduled to appear, and I will 
say that we have had quite a lot of difficulty in getting a suitable 
date for them, as we had planned to hear Mr. Brannan next Thurs- 
day, but in the meantime it became apparent that Mr. Brannan could 
not come Thursday. He asked to come tomorrow, and because of the 
fact that it is our desire to have Mr. Brannan appear when we have 
most of our evidence in, and other developments of today wherein 
Senator Kem suggested that the General Accounting Office had other 
cases that they might want to submit to us, and in view of that fact 
I have consulted with Mr. Brannan’s office and Mr. Brannan can be 
available on Wednesday, a week from tomorrow. It is my hope that 
will give ample time to the General Accounting Office, as well as Mr. 
Cotter, to look into various matters that are in the offing now and 
determine what course the hearings will take after we hear Mr. Bran- 
nan, Mr. Kruse and Mr. Geissler. 

We will probably hear Mr. Brannan, Mr. Kruse and Mr. Geissler 
on the same date. 

Senator Arxen. They will be up here Wednesday ? 

The Cramman. They will be up here Wednesday. That is the 
present plan. 

I hope we will not have any occasion to change that again. 

Senator Kem. Mr. Chairman, I appreciate the arrangements the 
chairman has made. I would like to say that I think the proper cross- 
examination of Mr. Brannan will at least last 1 day. 

The Cuamman. We have quite a huge record so far piled up, Sena- 
tor. It will take some time for you or anybody else interested in it to 
go through it? 

Senator Kem. Yes, sir. 

The Cuarrman. It is my hope, however 
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Senator Kem. I did not want to mislead the chairman into believing 
that the cross-examination of Mr. Brannan would only be a matter of 
ashort time. I think it will be quite extensive. 

The Cuarrman. I grant that. I realizethat. In any event, I hope 
that we will be able to wind these hearings up next week. We have 
been at it now for 6 weeks, and it is my own personal judgment, hav- 
ing attended all of these hearings and heard every word of them that 
we have developed sufficient information and evidence to put our- 
selves in a position to write a report back to Congress. 

The committee will stand in recess until tomorrow morning at 10 
o'clock. 

Judge Hunter, you will plan to return? 

Mr. Hunter. Yes. 

The Cuarrman. We are recessed. 

(Whereupon, at 5: 15 p. m., the committee recessed to reconvene at 
10 a. m., Wednesday, May 14, 1952.) 








INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


WEDNESDAY, MAY 14, 1952 


Unirep Srares SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, dD. C.. 

The committee met, pursuant to recess, at 10: 10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) 
presiding. 

Present: Senators Ellender, Young, Kem, and Hickenlooper. 

Also present : Paul J. Cotter, chief counsel for investigations. 

The Cuarrman. The committee will be in order. 


TESTIMONY OF W. CARROLL HUNTER, SOLICITOR, AND EDWARD 
M. SHULMAN, DEPUTY SOLICITOR, UNITED STATES DEPART- 
MENT OF AGRICULTURE—Resumed 


Mr. Hunver. Senator Ellender, I have a brief statement I would 
like to make, if you please. 

The Caairman. All right, proceed. 

Mr. Hunrer. It relates to the so-called screening procedure which 
we have talked about so much. 

In testifying before Mr. Whitten’s subcommittee on agricultural 
appropriations in the House in the early part of this year I discussed 
this procedure with them fully, giving them copies of the letters which 
have been introduced here, reading also from our manual how we 
implemented procedures in our own office, and stating that it worked 
very well. 

A few days later a newspaper reporter called me and said he had 
talked to the Criminal Division of the Department of Justice and 
had been told that there was no such arrangement over there. 

You could easily imagine my embarrassment when my testimony 
was so flatly contradicted. 

I asked the newspaper reporter to please come to my office imme- 
diately. He did, and I did what I rather infrequently do, I showed 
him these two letters, the originals, and he then received a retraction, 
I think, from the Department of Justice. They said they had made 
a mistake. 

This morning, Just a few minutes before leaving the office to come 
here, I received a telephone call from the Criminal] Division of the 
Department of Justice, in which they stated there is a letter on the 
way to me canceling this procedure, in part at least. The letter 
recites the two previous letters of 1943 and 1949, stating that the 
arrangement was entered into at the request of the Department of 
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Justice, but that they feel now it is unfeasible—I do not know whether 
I am quoting it precisely—to continue the arrangement, and that 
from now on the Department shall refer to the Department of 
Justice cases involving violations of the criminal statutes. The letter 
then goes on to state that there may be areas in which it is thought 
there should be some relaxation of this requirement and that can 
be worked out as we go along. 

It appears to be a very nice letter, showing the desire for coopera- 
tion between the two departments. 

Sometime ago I was told that Mr. Cotter had interviewed Mr. Me- 
Inerney and Mr. McInerney was to testify here, or someone from 
his office, on how this screening procedure has worked. This letter 
came out last night, and I assume maybe Mr. Cotter knows something 
about it. I do not have a copy of it. It has not actually reached me. 

The Cuarrman. When you get it will you let us have the copy for 
the record ? 

Senator Kem. Will that be available during the session this morn 
ing, Judge? 

Mr. Hunrer. It may be. It hadn’t reached my office at the time 
I left. 

Senator Kem. It does not take very long, does it, for a messenger 
to go from the Department of Justice to your office ? 

Mr. Hunter. They are sending it over and I haven’t any contro! 
over that. 

Senator Kem. I would like to have that, of course. 

Mr. Hunter. I want to get it to you. 

The Cuatrman. It will Be placed in the record in connection with 
the other two letters so that we may have the whole picture. 

Senator Kem. I was thinking, Mr. Chairman, it might be of some 
assistance to us in cross-examination here. 

The Cuarrman. Can you give us the substance of that letter ? 

Senator Kem. He has done that, and very clearly. 

Mr. Hunter. I want to read it myself, to tell you the truth. 

Senator Kem. Judge, did you say something about some newspaper 
report of your testimony? I did not quite understand. 

Mr. Hunter. Before Mr. Whitten’s subcommittee. 

Senator Kem. Oh, I see. 

Mr. Hunter. This reporter had called up the Department of Justice 
and asked about this procedure, and they told him there wasn’t any 
such procedure. 

Senator Kem. I see. 

Mr. Hunter. Then he called me to tell me. I said that was very 
embarrassing to me, having set it forth to the committee. 

Senator Kem. But what you had to say did not have to do with 
your testimony yesterday ? 

Mr. Hunter. Beg pardon? 

Senator Kem. What you had to say did not have to do with your 
testimony yesterday ? 

Mr. Hunter. Oh, no. 

The CuarrMan. All right, Mr. Cotter, proceed. 

Mr. Correr. Mr. Hunter and Mr. Shulman, perhaps we got off on 
a bad start here yesterday. I had always understood that you gentle- 
men had enjoyed the highest reputation in the conduct of your office, 





STORAGE AND PROCESSING ACTIVITIES OF CCC 


but it was decided to call you back here this morning and to go into in 
more detail the administration of your enforcement and in the delega- 
tion of authority from Justice, in the light of your testimony, because, 
frankly, your whole approach to it here waaarday affronted everything 
I had been given to understand was the proper manner to handle crimi- 
nal cases in my 18 years of experience in tet enforcement work and 
related matters, 5 of which was as special assistant in the Department 
of Justice. 

So if we may, I would like to go into some of these cases this morn- 
ing and get into more of the details. 

Mr. Hunter, I think among other things that you testified yesterday 
that one of your principal objectives in these conversion cases and 
other matters involving Commodity Credit claims was to get the 
money. Is that correct? 

Mr. Hunter. No, I didn’t say that. 

Mr. Correr. Well, the record will reflect it. 

Mr. Hunter. It will not reflect that. I said, wherever we can get 
the money, we certainly get it. We never lose the opportunity to get 
it. 

Mr. Correr. Then I stand corrected. 

Mr. Hunter. But in every case we take the money with the under- 
standing the man may be criminally prosecuted, and several have 
been criminally prosecuted. 

Mr. Correr. I think that is right. 

Also that you accept settlement any time you can get it. 

Mr. Hunter. That is right. 

Mr. Correr. That is what you just stated. 

That would not interfere with criminal prosecution at a later date, 
and that you have never compromised or disposed of a criminal case 
in settling a civil claim. 

Mr. Hunter. That is right. 

Mr. Correr. Also that your office—— 

Senator Kem. Excuse me just a minute. Mr. Chairman, I would 
like to ask Judge Hunter if direction has been given on arrival of 
that letter at your office that it will be dispatched here. 

Mr. Hunter. I don’t think I did. I left in such a hurry. 

Senator Kem. Will you be good enough to see that is done? 

Mr. Hunter. I will have someone do that at once. 

The Cuarrman. All right. 

Mr. Correr. That your office was only six or eight months behind, 
or has been, because of your heavy workload, and that you had more 
important cases than these criminal matters. 

Mr. Hunter. No, I didn’t say that. 

Mr. Correr. Well, would you correct me? 

Mr. Hunter. Yes. I don’t say that. I didn’t say we had more 
important cases. I said there are criminal cases, some of them more 
important than others. 

The Cuatrman. That is what he said. 

Mr. Hunter. He said that I have more important cases than these 
criminal matters. . 

Mr. Correr. I understood you to say yesterday you had more 
important cases. 

Mr. Hunter. No. 
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Mr. Correr. I will go into that later. 

Mr. Hunrer. Very well. 

The Cuatmman. That was my understanding, too, Judge. 

Mr. Hunter. Well, I didn’t mean it that way. 

The CuarrMan. That you had a lot of criminal cases. 

Mr. Hunrrer. Some of them more important than others. 

The CuarrMan. Sure. That is what he is saying. 

Mr. Hunvrer. He said more important cases than these criminal 
matters. 

The CuairMan. | am afraid we are trying to be a little too technical. 

Mr. Hunrer. I will have to be a little technical with Mr. Cotte: 
when he quotes me. 

The Cuarrman. All right. 

Mr. Correr. Further, that referral of certain peanut conversion 
cases in March of 1952, approximately a year or more after civil settle 
ment of such matters, was due to a recent court decision relating to the 
running of the statute of limitations and had nothing to do with the 
publicity incident to CCC conversion matters or the congressiona| 
investigations of such matters. 

Mr. Hunrrer. No, I didn’t say that. What I said was that when 
this decision of the Supreme Court was rendered, which cut down 
the period during which prosecution could take place in any of these 
cases, we then had to hurry along with them, and that these cases would 
in all probability have been referred to Justice apart from any investi 
gation. I would not say they would necessarily have been referred 
apart from any publicity. We did feel that in view of the rash of 
conversions, real conversion cases, I mean, of grain and things like 
that, that we should not overlook anything that looks like a conversion 
case from that time on. 

Mr. Correr. Well, I did not have the record, but I thought almost 
the last thing last night, in reply to a question put to you by the chair 
man, you hi id indicated that these cases would have gone over whethe: 
or no there had been an—— 

Mr. Hunrer. An investigation. 

Mr. Correr. Well, a congressional inquiry or publicity incident 
to it. 

Mr. Hunrer. We have sent a lot of cases over before this epidemic 
first took place. 

Mr. Correr. Don’t you recall there was such a question and was 
such a reply to it the last thing last night? 

Mr. Hunrer. I don’t know what reply exactly I made, but I am 
stating now what I mean 

The Cuarrman, I asked you the question whether or not you would 
have sent the cases irrespective of these hearings being held and 
you said “Yes.” 

Mr. Hunrer. Yes, irrespective of the hearings, but I won't say 
irrespective of all the publicity. 

The Cuarrman. All right. 

Mr. Hunrer. Because I think when the rash of cases came that 
we would probably send more cases over than we otherwise would 

Mr. Correr. I understand the récord is here now, and we are having 
it brought up. I do not want to make it technical, but I want to 
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get what you meant. I am trying to tie down certain statements 
which I felt were pretty general, pretty sweeping, yesterday. 

The next one was that in Minneapolis flax cases you recommended 
against prosecution in spite of the Federal law because the local State 
laws did not make the switching of the quality of a commodity by a 
warehouseman a criminal conversion. I believe I have taken some 
liberty with your language—— 

Mr. Hunrer. I think you are, Mr. Cotter. That was just one of 
the things we took into consideration in those cases. I told you the 

cases had been settled on terms particularly favorable to the De spart- 

ment. The Department got more money than it would have otherwise 
gotten, and we continued to do business with some of them. 

~ Under the State law under which they operated day by day, these 
eople could have done the very thing without being criminally 
fable: and that there being 14 cases scattered in three States, it seemed 
to us hopeless to get uniform justice. Now that was the statement 
I made. 

Mr. Correr. Maybe we are taking things out of order, but since 
you stressed that again, I think your office must have read the C. and I. 
reports on these cases, and I assumed that perhaps you knew the 
modus operandi employed. That they sold flax at about six something 
a bushel and then went down to Texas and got a new crop for a dif- 
fent type of flax entirely, and brought it up here and submitted it, 
and expected to pay the difference in grade, but even in that way they 
could make something like a dollar and a half a bushel, and that there 
appeared to be a collusion, a group conspiracy. I mean it had to be 
some concert of action that that many warehousemen would act in 
concert in doing what they did. 

Now, with that in mind, certainly the State laws wouldn't permit 
a conspiracy or a fraud against the State or the Federal Government, 
so you were not barred by that approach. 

1 am just using that as an example. But here you settled cases, 
and you approved the warehouses to continue to do business again 
with your Corporation. It seems to me that goes to the heart of 
the whole problem here, that your office by that attitude toward your 
cheats and your frauds are actually doing something very unfair 
to the farm program and aiding and abetting these criminal acts. 

[ want to get into more cases which I think will support that 
thought. Iam not just arriving at this statement facetiously. There 
is a lot of material in the record here which supports that your depart- 
nient did have a somewhat lax or something short of a strong enforce- 
ment policy. 

Mr. Hunrer. I don’t think so. I think our enforcement policy has 
been particularly strong. 

Mr. Correr. That is what you said yesterday. 

Mr. Hunrer. Particularly. 

Mr. Corrrer. That is why I want to go into some more of these cases. 

Mr. Suutman. Let’s get something straight, Mr. Cotter. 

Mr. Correr. Yes. 

Mr. Suutman. I don’t think there is any evidence of conspiraty. 
Justice found no evidence of conspiracy in these flaxseed cases. 

What happened was simply this: That the Department of Justice 
announced a support—— 
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Mr. Hunter. The Department of Agriculture. 

Mr. Suutman. The Department of Agriculture had announced 4 
support level for the succeeding crop of flaxseed that was considerably 
lower than the support level then in effect, and these warehouseme, 
felt the thing to do without any harm to the Department, was to se|| 
the flaxseed that was then high priced and replace it when they 
thought the price would be lower due to the drop in support level. 
There was no evidence of any collusion among the warehousemen. 
They may have all followed the same practice because they all saw 
the same situation. They did deliver in the main Texas flaxseed, 
but there is no showing that the price was ever discounted on that 
account when the Corporation got the flaxseed. 

Mr. Correr. I think you are making one of the points I wanted to 
make, Mr. Shulman. I think you are making your decision. You 
say there is no evidence. Nor do I think there was any effort made to 
look for evidence. 

Mr. Suvutman. All I can say is the investigation reports of all of 
those 13 cases are in the hands of the Department of Justice. The 
have been there, I believe, approximately two or three months. 

Mr. Correr. And these cases happened how long ago? 

Mr. Suutman. I have forgotten the exact date. 

Mr. Correr. You know it was a considerable long time ago, and your 
cases were closed and the matter was forgotten, and these people were 
reinstated in good standing. 

Mr. Hunter. You are quite right. They were sent to the Depart- 
ment of Justice at Mr. Whitten’s request. 

Mr. Correr. You testified to that yesterday. 

Mr. Hunver. Mr. Whitten said he didn’t mean they should be prose- 
cuted at all, didn’t want to send over for that reason. Maybe they 
should not be. 

Mr. Correr. I think you are making another point, Mr. Hunter 
After all, this delegation was only a screening delegation, it wasn’t 
setting you up as a little attorney general. 

Mr. Hunter. Oh, no. 

Mr. Correr. And the fact you sent them to Justice didn’t mean they 
would be prosecuted but did mean they would be reviewed by an agency 
that was independent of the operating agency that was handling this 
program. 

Mr. Hunrer. The Office of the Solicitor is independent, but in the 
Department of Agriculture. 

Mr. Correr. But it is a part of the Department of Agriculture, is it 
not ¢ 

Mr. Hunter. Certainly. 

Mr. Suutman. I think the record ought to make it clear on those 
flaxseed cases too, Mr. Cotter, with minor exceptions flaxseed was de- 
livered to the Corporation pound for pound in every case. 

Mr. Correr. Of an entirely different quality—Texas flaxseed. 

Mr. Suutman. Texas flaxseed, but there is no showing in the record 
any price discount was suffered by the Commodity Credit Corporation 

Mr. Correr. As I remember 

Mr. Suvutman. Because of the difference in the flaxseed. 

Mr. Correr. Because you made them pay the difference. 

Mr. Suutman. Let me goon. In every one of these cases, the ware 
housemen paid over to Commodity Credit Corporation every cent of 
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profit that they made on the deal, and in every one of those cases they 
were disallowed any storage charges during the period in which that 
flaxseed was not in their warehouses. 

Mr. Correr. Mr. Shulman, you are sounding like a defense counsel 
for these people who did attempt to defraud Commodity Credit Cor- 
poration. j : eee 

Mr. Suutman. I am not doing any such thing. I am giving some 
of the reasons that entered into the decision with respect to those 
cases. 

Mr. Correr. What do you think of the honest warehousemen hold- 
ing flax who saw this opportunity but resisted it? How do you think 
they feel about the fact these fellows got away with it? They were 
caught, it is true. They were made to pay back. Perhaps not the 
interest, but they were made to pay back, and they were reinstated. 

Now if that has been the pattern throughout, might that not be the 
reason for as much conversion as you have ¢ 

Mr. Suutman. It hasn’t been the pattern throughout, Mr. Cotter. 

Mr. Correr. Let’s take a look at these peanut cases again. 

Senator Youne. May I ask, first, was there any penalty to those 
people transacting business that way with stored flax? Was there 
any penalty imposed on these companies out in Minneapolis and that 
area for handling fiax in that manner? 

Mr. Hunter. No penalty, except through the settlement. They 
paid more than they otherwise would have paid. 

Senator Youne. How much more? 

Mr. Hunrer. There is no criminal penalty in the Dakota codes for 
this. A warehouse right next door handling someone else’s goods 
than Commodity Credit could do this very thing without committing 
crime under the State law. , 

Mr. Correr. Are you positive, Mr. Hunter, your law in these north- 
ern States permit a warehouseman to sell the high quality commodity 
that he has in store and go to Texas and bring up an inferior type of 
the same commodity and submit it to the person who is paying him to 
store this high quality commodity ? 

Mr. Hunter. If he makes good the value, yes. That is what it says. 

Mr. Suutman. These people did suffer some very definite penalties. 
They were required to pay over the gross profit they made, and no 
allowance was made for their selling cost. 

Mr. Correr. Was that a penalty, Mr. Shulman? 

Mr. SHutman. They were suspended. They were not given any 
uniform grain storage agreement until this arrangement was entered 
into with them. 

Mr. Correr. Until you got your money. 

Mr. Suutman. During the early part of the year when flaxseed was 
moving and ordinarily would have come into warehouses, they were 
not under storage agreement with Commodity Credit. They were 
penalized to that extent. They were not given the same treatment 
all other warehouses were. 

Mr. Correr. They were all put back in good standing as they got 
the thing straightened out. They were caught and paid up and then 
all put back in good standing. 

Mr. Hunter. I am not just so sure whether we have done business 
with all of them or not. One or two of them. 
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Mr. Correr. We understood in the main you did. 

Senator Youne. May I ask this question? Supposing a warehouse 
man in Minneapolis storing 17-percent protein wheat from Montana 
sold that wheat and replaced it with 13-percent protein wheat from 
Texas, would there be—— 

Mr. Hunrer. This is a peculiar State law. I do not think it is 
in Minnesota, only in the Dakotas. 

Senator Young. Would such a person be permitted to do—— 

Mr. Hunter. Beg pardon? 

Senator Youne. i Vould such a procedure be permitted ¢ 

Mr. Hunrer. I think it would, provided they made good the value 
of what was stored. 

The CuarrmMan. You mean under the North and South Dakota 
State laws? 

Mr. Hunrer. Yes. 

The CHarrMan. Not under our code? 

Mr. Hunter. Oh, no. 

The CHairman. Make a distinction. 

Senator Youne. Does Commodity Credit abide in all instances by 
State laws, good or bad? 

Mr. Hunrer. We do not. All we say is in reviewing these cases 
to determine whether they should be referred to the Department of 
Justice for prosecution, we took that into consideration. That is all. 
That is one of the things we took into consideration. 

Senator Youne. What would be the penalty to a farmer, for 
example, if he had stored this 17-percent protein wheat and sold it 
replacing it out of next year’s crop with a lower protein ? 

Mr. Hunrer. I understand the State law would require them to 
make good the value of that which was stored by the producer. 

Senator Youne. Doesn’t the Commodity Credit have some regula 
tions of its own that it makes grain storage men comply with? 

Mr. Hounrer. Oh, yes. 

Mr. Correr. Criminal provisions ? 

Mr. Huxrer. Yes. We have both criminal and uniform grain 
storage contracts. 

The Cuarrman. But, Judge, there is no doubt in your mind that 
under the contract which the Federal Government entered into with 
these flaxseed warehousemen there was a criminal] violation, is there’ 

Mr. Hunter. No, not under the contract. 

The Cuarrman. Under the law? 

Mr. Hunter. They violated the contract. That is one thing. That 
is a violation of contract. And there is no doubt, strictly speaking, 
they violated the Federal law. 

The Cuarmman. Certainly. 

Mr. Hunrer. Yes. 

The Cuarrman. There is no doubt about that in my mind. 

Mr. Hunrer. That is when the screening procedure, which was 
selective method, comes into play. If there is no evidence of 
crime, you don’t screen anything. You don’t even talk about it. 
It is only when there is some slight evidence that you say, “Is this 
the kind of a case which the United States attorney would consider 

ora gr and } jury indict ora petit jury convict?” 
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We don’t try to get down to what the petit jury will do, although 
we find great difficulty in getting convictions of farmers and people 
associated with them of a felony under any Federal statute. 

Mr. Correr. Well, of course, as you gentlemen testified yesterday, 
you made these collections and you did not feel that that interferred 
with your later criminal prosecution. 

You gentlemen must have handled enough of these cases to know 
that it is almost impossible to have a petit jury bring in a conviction 
in a criminal case if there has been restitution before the matter is 
taken before them, and that it is only in the most aggravated or unusual 
case where you could get such a conviction where there has been 
restitution, 

Mr. Hunver. There is no doubt in the world but what restitution 
is mitigating, a mitigating thing in any criminal case. That we take 
into consideration in screening. Courts take it all into consideration. 
Juries take it into consideration. But in many cases the United 
States attorney will work out a settlement himself before he will 
criminally prosecute. 

Mr. Correr. I think the two go hand in hand. 

Mr. Hunter. If any man comes in and offers to pay the loss, we 
certainly will take the money. 

Mr. Correr. I think when you make your settlement and a yea 
or 2 years later refer to the Department of Justice, and then teil us 
that there is no interference, that the consideration of the criminal 
case is not interfered with; that is just not so. 

Mr. Hunter. Well, would you accept the money ¢ 

Mr. Correr. You have a very serious problem. We recognize that. 
You are running a program. 

Mr. Hunrer. You have stated here a lot that Idon’t agree to. Your 
statements to me are testimony on your part. 

Mr. Correr. lam sorry. Let’s get your statement. 

Mr. Hunter. I made my statement, and I think it is very clear 
what our position was in those cases. 

Mr. Correr. All right, let’s take up some of the cases and see how 
your procedures have worked. 

Mr. Hunver. Yes. 

Mr. Correr. Let’s take the Alabama Warehouse of Troy. 

Mr. Suutman. Just one thing in the flaxseed cases you have not 
mentioned, Mr. Cotter. That is in quite a few of those cases we 
were unable to prove, or the evidence indicated that the conversion 
took place before the Government took over the loan, before the 
(rovernment acquired the wareliouse receipts as collateral. Under 
those circumstances the conversion could not have been prosecuted 
under the Commodity Credit Charter Act. 

Mr. Correr. I want to make the point again, Mr. Shulman, that 
I am not talking about lames ution as much as I am talking about 
referrals in these matters. I don’t think it was your function to 
probe any case to the point of the petit jury to dec ‘ide whether or not 
it should go to the Department of Justice. 

Mr. Hunver. What would you think would be our latitude under 
the letters you have read into the record ? 

Mr. Correr. I think they would have been too great. 

Mr. Hunrer. Are you criticizing us for it then ¢ 
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Mr. Correr. I think that perhaps in—here I am testifying again—| 
think that perhaps I recognize or I think everybody recognizes your 
problem when you have a program and it involves large sums of 
money, and that you want to get from case to case—recognizes the 
necessity of wanting to get your money if you can get it. And it is 
a very serious problem, and I think you have to work it out in close 
coordination with the Department of Justice. 

On the other hand, you also have just as serious a problem as to 
what the effect will be of a lax enforcement policy in permitting your 
cheats and thieves and so forth to walk out. 

Mr. Hunter. What do you think is the deterrent effect of an en 
forcement policy which takes a lot of cases to the grand jury and 
petit jury with acquittals? 

Mr. Correr. I don’t think that has been your experience, Mr. 
Hunter. 

Mr. Honrer. It certainly has. We want convictions. We want 
to make sure we get convictions. 

Mr. Correr. Let’s take some of these cases. Take this Alabama 
Warehouse Co. I still don’t think you people should make the de- 
cision of the Attorney General. I think the only delegation you have 
had was one of screening. 

The CHarmman. Mr. Cotter, may I suggest that we proceed and 
obtain evidence and not argue. I think we will gain time by it. 

Mr. Correr. I think so, too. 

The CHarman. Let the committee judge after hearing evidence. 

Mr. Correr. That is really good. 

This Alabama Warehouse Co. stored in excess of 8 million pounds 
of peanuts for Commodity Credit Corporation under a 1948 receiv- 
ing agency agreement and was short in excess of 900,000 pounds, of 
which, first, seven hundred eighty-six thousand-odd pounds were de- 
termined to have been converted and shelled; second, eight thousand- 
odd pounds, represented 1947 crop peanuts which were not in store 
in 1948 and for which the producer was erroneously paid by Com- 
modity Credit draft in 1948; third, nearly 9,000 weil » represented 
peanuts not in existence. The producer—that would be the farmer— 
who had received his receiving ticket rates, having been paid—— 

Mr. Hunter. Are you reading about the Alabama case? 

Mr. Correr. Yes, I am. 

Mr. Suutman. It doesn’t sound like it. 

Mr. Correr. I may have more details than you. 

Mr. Hunrer. You have the investigation record. We have it too. 

Mr. Correr. We have gone through your files in this case, and I 
am reading from a summary we have made from the files. 

Nine thousand pounds represerited peanuts not in existence. The 
producer who had received his receiving ticket rates, having been 
paid by Commodity Credit draft, and having later reimbursed the 
warehouse for the overpayment. But the warehouseman didn’t re- 
imburse Commodity Credit, you understand. The warehouseman 
commingled his own peanuts with CCC peanuts contrary to contract 
provisions and states he inadvertently shelled the Commodity Credit 
peanuts. Claim of ninety-five thousand-odd dollars was settled for 
eighty-three thousand-odd dollars, consisting of twenty-five thousa1 d- 
odd dollars in withheld charges, and payment of fifty-eight thousand- 
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odd dollars. Compromise was based on adjustment of differences and 
calculations on shrinkage and interest. Case was referred to Solici- 
tor for criminal action at the time civil settlement was made. Solici- 
tor’s Office later informally advised that the case would not be 
referred to Justice but did refer the case to Justice on March 18, 1952. 

Now the chronology begins away back on August 17, 1949, when 
the manager of the Geor gia-Florida-Alabama “Cooperative wrote 
Parker, - in Peanut Division, that the Alabama Warehouse Co. 
would be about 200 tons short. Parker requested C. and I. investiga- 
tion. There wasone made. And there was a computation in figuring 
the loss—the peanuts weren’t there—they were allowing for a certain 
shrinkage. 

Your C. and I. people made a computation in connection with their 
investigation and the Georgia-Florida-Alabama Co-operative made 
one. 

There is a memorandum in the files of thie Fiscal Branch dated 
October 29, 1950, in which memo to the files by J. H. Walsh, he said 
he had advised claim as being held up pending decision on criminal 
action, that policy is not to take action in advance of criminal action, 
and this policy will soon be formalized in PMA instruction. 

Now that didn’t square with what you testified here yesterday. 

Mr. Hunter. That is not any statement from us. 

Mr. Correr. No, but it is a memorandum in the fiscal branch in 
September 1950, and I would think that—— 

Mr. Hunrer. I don’t think that represents our view at all. We ac- 
cept settlement in any case. 

The Cuarrman. Mr. Cotter, I wonder if we could not proceed this 
way : You are making a statement of what you found. It is not before 
them, not a record that they are familiar with. 

Mr. Correr. That is right. 

The CuHarrmMan. Wouldn’t it be better to ask them what they found 
in that case, and if it does not jibe with what you have, then you, 
could examine them on it. To state, as you have, in the nature of 
testimony, the findings made from these various reports, puts the 
witness at somewhat of a disadvantage, particularly 

Mr. Correr. Of course, we could be here for several days on this 
one case, Senator. 

The Cuatrman. I understand that. If it takes a week, we will do 
it. The point is I think we would gain time by simply asking him 
whether or not there was a conversion in that case. That is the point, 
is it not? 

Mr. Correr. We were all over that yesterday. Now, it is not the 
point. 

The Cuarman. Whatever it is—is it in violation of some criminal 
statute? 

Mr. Correr. Well, there was a conversion in the case, 

The Cuarmman. All right. That is the point at issue. If you say 
it is not, tell us why. 

Mr. Hunter. Well, Mr. Chairman, Mr. Cotter stated yesterday that 
these peanut cases were flagrant cases of theft. 

Mr. Correr. Did I? 

Mr. Hunter. Yes, you used those very words. 

Mr. Correr. In connection with the Alabama case? 
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Mr. Hunrer. Peanut cases, peanut cases generally. 

No one in our office, including myself, thinks that way about them 
No one of the United States attorneys to whom these cases have bee: 
referred thinks that way about them, and I don’t think there is any 
lawyer in America who would characterize these cases as flagrant 
cases of theft. 

Mr. Correr. But you did refer them to the Attorney General? 

Mr. Hunrer. Yes. 

Mr. Correr. And you did refer them there a year after you settled 
them? 

Mr. Hunrer. Yes. 

Mr. Correr. And in some cases after you had closed your file? 

Mr. Hunrer. On a civil action basis, at any rate. 

When this epidemic of conversion cases in grain began, when it in 
dicated we were having an avalanche of cases, I instructed the office 
to send over to the Department of Justice anything that resembled a 
conversion case. 

The Cuatrman. Why did you do that? 

Mr. Hunter. I didn’t want— 

The CuarrmMan. Was it because of the publicity that was being had 
following these hearings ? 

Mr. Hunter. The epidemic was a matter of publicity itself. 

The CHarrMan. I understand that. But it did have a bearing, 
Judge. It must have had. 

Mr. Hunver. I didn’t want to distinguish between one converter 
and another, myself, at this particular period. 

The Cuarman. Your partner next door seems to have a different 
opinion. He shakes his head to the contrary as you testify. 

Mr. Suutman. No. 

The Cuarrman. Why was it done? Can you tell us? 

Mr. Suutman. I think I am in complete agreement with Judge 
Hunter. 

The CuHarmman. You mean to tell this committee the fact these 
hearings were being held and there was a lot of publicity about all 
of these conversions did not prompt you to send some of these cases 
to Justice ¢ 

Mr. Hunter. I think it did. 

The CHarrMan. Well, of course it did. Why don’t you admit it?’ 

Mr. Hunrer. I do say so. _I said this morning the first thing —— 

The Cuairman. You have been mighty slow in doing it. 

Mr. Hunrer. I said the first thing this morning it was the pdblicity 
that. brought it about. 

The Cuarrman. I have been trying to get that out of you for quite 
some time, and you were a little reluctant to state it. 

Mr. Hunrer. I made that statement the very first thing this 
morning. 

The Cuarrman. All right. 

Mr. Correr. Going back to the Alabama Warehouse, in reading 
from our summary of what we discovered in your files of the Depart- 
ment—we only had access to them for a day or so—three things in 
connection with this case were that there was an 8,000-pound conver 
sion as discovered by your C. and I. investigation; that 8,000 pounds 
of this represented peanuts which were not in existence. That is 
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a second phase of your conversion. And a third phase of irregularity 
was that 8,000 pounds represented 1947 crop peanuts which, I assume, 
were not eligible. 

So you had your main conversion and you had two other items 
which could have gone to the aggravation, gone to the intention and 
so forth. 

Now that case was settled, was it not? 

Mr. Hunrrer. Yes. 

Mr. Correr. And it was settled at the lesser figure of the two com- 
putations, the company being allowed a larger percentage for shrink 
in this missing amount of peanuts than was originally computed by 
your Department. Is that not correct? 

’ Mr. Honrer. I am not familiar with all the terms of settlement. 
I would like Mr. Howard Pickard to answer. He hasn’t been sworn. 

The Cuarmman. Do you swear to tell the truth, the whole truth 
and nothing but the truth, so help you God? 

Mr. Pickarp. I do. 


TESTIMONY OF HOWARD B. PICKARD, OFFICE OF THE SOLICITOR, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Correr. Will you state your full name for the record? 

Mr. Pickarv. Howard B. Pickard. 

Mr. Correr. Are yon an attorney in the Solicitor’s Office of the 
Department of Aghiculture, Mr. Pickard ? 

Mr. Pickarp. Yes, sir. 

Mr. Correr. And have you been working on these peanut cases? 

Mr. Pickarp. Yes, sir. 

Mr. Correr. For how long, sir? 

Mr. Pickarp. Since the fall of 1948. 

Mr. Corrrer. Thank you. 

Mr. Reporter, read the question to Mr. Pickard. 

(The record was read by the reporter.) 

Mr. Pickarv. There are several percentages which should be borne 
in mind in connection with shrinkene. The receiving agency con- 
tract provided for a shinkage tolerance of 414 percent of the in-value, 
the value of those peanuts calculated on a support price basis. It is 
recognized in the peanut industry that shrinkage of anywhere from 2 
to 3 percent in quantity and weight alone is reasonable and is normal 
experience. It is also recognized that, above that shrinkage in weight, 
there is also a grade shrinkage caused by the fact that certain peanuts 
which, when containing more moisture, might be graded as sound ma- 
ture kernels, and when they were dried down, would become shrunken, 
immature kernels and would, therefore, not be classified as sound 
mature kernels for the purpose of the grading standards; and also 
caused by the fact that shrinkage in storage sometimes tends to in- 
crease foreign material, and decrease the size of the peanuts so that 
shrinkage affects the grade as well as the quantity. 

_ So the contract provided for a shrinkage tolerance of 414 percent of 
in-value. We did not regard that as being permission to the receiving 
agency to keep 4% percent. of the peanuts, but intended merely that 
—if the peanuts he delivered out—provided he delivered out all of the 
peanuts, were within 414 percent of the value of the peanuts coming 
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in, calculated on support-price basis, there would be no claim agaiis: 
him under the contract. 

Now, in the case of Alabama Warehouse Co. there was a shortag 
over and above this 41% percent tolerance in the contract. They 
voluntarily reported it to the GFA Peanut Association, which was 
handling the program for Commodity Credit Corporation, before «|| 
of the peanuts were loaded out. 

They informed the association that they did not think they had 
enough peanuts in the warehouse to meet their contract commitments. 

An investigation was called for. The Peanut Association madd 
a preliminary demand upon the Alabama Warehouse Co. The Ala 
bama Warehouse Co. recognized their liability but insisted that they 
were entitled to the 414 percent tolerance in the contract and sent in 
a check for in the pilubborhood of $25,000, which represented tly 
total claim against them under the contract, less the storage and han- 
dling charges on the peanuts that were actually delivered out, which 
they were entitled to under the contract. 

Mr. Correr. Does this full chronology of the case serve our pu 
poses? I mean, if you wanted to, you could put that in the record. 
But my question to you was that there was two computations made as 
to what the shrink should be. 

Before you answer that, I would like to ask Judge Hunter if, in 
a conversion case, the converter is entitled to the same rights under 
the contract with respect to shrink as is anticipated when it is entered 
into on the basis he is going to live up to his part of it? 

Mr. Hunter. Well, I think the law of damages would provide that 
if we sued them for conversion we would get the market price at the 
time and place of the conversion, or maybe the highest market price 
between that date and the date we make the claim. 

Mr. Correr. That is very akin to these grain-storage cases where 
ip got a converter that is short, say, a half a million bushels, and bh: 

as a half a million bushels left, and you pay him storage on the re- 
maining half million bushels. I am “bah 19. gm if fundamental law 
wouldn't say he would lose all those rights for storage by attempting 
to defraud you, and the breach of his trust, and the complete violation 
of the contract. What do you say about that? 

Mr. Hunrer. I think we would sue them for conversion—if we 
would, the law of damages would be the same irrespective of fraud. 

Mr. Correr. And you wou!d have to pay them the amount that 
would happen to be left at the time you got there, the storage fees on 
the balance of grain stored ¢ 

Mr. Hounrer. That has been a very perplexing question in our office, 
as to whether storage fees enter into our claims of damage, and we 
have decided in favor of the Government. Some people differ with us 

Mr. Correr. You mean on the grain that has been stolen? 

Mr. Hunter. That is right. Well 

Mr. Correr. Hasn’t it been a policy of your department to pay them 
on the grain that is left in there? 

Mr. Hunter. We pay storage on all grain. Left? What do you 
mean by “left”? 

Mr. Corrrr. I am talking about a conversion case. And let’s take 
Shannon Elevator, where there is a million-dollar conversion, ani 
perhaps he had left a hundred thousand. When you settle with him 
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you would allow him storage charges on the hundred thousand but not 
on the million dollars’ worth that he had stolen. 

Now I am asking you, if when Shannon violated his trust and at- 
te mpted to defraud’ the Government by submitting false storage 
claims, and violated his trust by taking the grain or the beans out and 
selling them, if he didn’ t waive any rights he had under the contract 
to any storage charges / 

Mr. Hunter. On even that which he kept ? 

Mr. Correr. On any storage charges. 

Mr. Hunter. I don’t think se. I don’t think so. 

Mr. Correr. Do you say the same thing, Mr. Shulman ? 

Mr. Suutman. I think the law is perfectly clear that they are en- 
titled to storage charges on what they kept in the warehouse. 

Mr. Correr. Even though 

Mr. Suucman. I think whether they are entitled to storage on what 
they are short is a highly controversial subject on which ‘the law is 
far from settled. 

Mr. Correr. Why would it be such a controversial subject on any- 
body paying storage for grain when you could prove that the grain 
had not been there for a couple of years ¢ 

Mr. Suvutman. It depends on the rule of damage you apply. If 
you are suing them in tort, then you are suing for your damage. What 
is your damage? Your damage is the amount which would put you 
in the same position you w ould be in if the commodity had been de- 
livered to you. 

That amount generally would be what the commodity was worth, 
less what you would have paid as storage charges. 

There have been court decisions indicating ‘that even in the case of 
a willful conversion you must allow storage charges on the com- 
modity that was converted when you sue in tort for the highest inter- 
vening market value. 

Mr. Correr. You are not doing that. You have taken a position 
against it, so it must be bad law. 

Mr. Suviman. I can only say there are court decisions beth ways. 
In willful conversion cases we are asserting the right not to allow 
storage charges. Whether we will be successful in all cases I don’t 
know. We have had a number of United States attorneys that have 
not seen eye to eye with us. 

Mr. Correr. Mr. Pickard 

The Cuarrman. Did you want him to get through with his 
statement ? 

Mr. Correr. I wanted him to finish his statement. 

The CuarrmMan. Yes, that is what I thought. 

Mr. Pickarp. In the course of the investigation of the Alabama 
Warehouse Co. case, the investigator calculated the shortage from the 
records of the Alabama W arehouse Co. and from the records of other 
companies to which the Alabama Warehouse Co. had sold peanuts, 
that company being a commercial sheller of peanuts as well as a receiv- 
ing agency for Commodity Credit Corporation. 

In making those ‘alculations the investigator determined what he 
thought was the actual shrinkage. That shrinkage figure was caleu- 
lated by taking the total quantity of CCC’s peanuts the company had 
put in storage, the total quantity of peanuts it had delivered back to 
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CCC, the total quantity of the company’s own peanuts it had avai] 
able for shelling and sale, the total quantity of s shelled peanuts it had 
sold the inv estigator not knowing whether they came from Commodity 
Credit stocks or the company’s own stocks—and then applying to those 
figures an assumed ratio of farmers stock ntenetethes is unshelled 
peanuts— to shelled peanuts. 

Mr. Correr. Mr. Pickard, I am afraid you may be over our head, 
in that your explanation—Mr. Chairman, I will ask you to decide. 
but I think if we confined ourselves to the question, was there two 
computations made, one by your C. and I. office in connection with 
their investigation 

Mr. Picxarp. There were three or four, Mr. Cotter, in answer to 
your question. One would be the 414-percent contract tolerance. 

Mr. Correr. That wasn’t a computation, that was contract. 

Mr. Picxarp. Another was the figure C. and I. used, which, I would 
like to repeat, was based on certain assumed factors, you see, and came 
out to about 1.19 percent. 

Another computation was one by the Alabama Warehouse (o., 
made on the basis of the same records but based on their experience in 
shelling peanuts, which was about 2.3 percent, and which our admit- 
istrative people stated, based on their experience in the peanut pro 
gram, appeared to be more a reasonable figure than the 1.19. 

Mr. Correr. In any event there was a compromise from the origina! 
figure which CCC had accepted as the amount of its claim, namely, 
$95,000 ? 

Mr. Suciman. Certainly there was a compromise, Mr. Cotter. 
But the contract allowed him shrinkage up to 41% percent. This man 
was trying to establish to our satisfaction what the shrinkage was. 

Mr. Correr. Yes. 

Mr. SuutmMan. The Commodity people decided that 2.3 represented 
a reasonable shrinkage and, as I Aart. it, that was allowed. 

Mr. at KARD. Less than that was allowed. 

Mr. Suutman. Less than that was allowed. 

The C HAIRMAN. Was that the basis of the compromise ? 

Mr. SuHutman. Yes. 

Mr. Picxarp. Less than 2 percent was finally allowed. The original 
demand of about $95,000 was made without any allowance for shrink- 
age whatsoever, not even the 1.19 the investigators had calculated. 

The Cuarrman. Who lost the difference? 

Mr. Pickxarp. Who lost the difference ? 

The Cuatrman. Yes. 

Mr. Picxarp. In my opinion the Alabama Warehouse Co. paid more 
than they would have if the actual shrinkage had been allowed. 

The Cuamman. Well, there were some losses sustained, were there 
not ¢ 

Mr. Pickxarp. I don’t think the Government lost any money, no, sir. 
I think it got back more peanuts and more money than if there had 
not been any shortage in the first place. 

Mr. Correr. In other words, you think this was a good thing for 
the Government ? 

Mr. Picxarp. I think it was a good settlement. 

Mr. Correr. Did the Alabama people pay any interest on the peanuts 
or money for the 2-year period they had it in this compromise settle- 
ment ? 
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Mr. Prckarp. [ don’t recall that detail, but I think interest was dis- 
cussed in the settlement conference. 

Mr. Correr. Don’t you recall that detail 

Mr. Prcxarp. No, sir. I could refresh myself on that. 

Mr. Correr. I wish you would. I think that is an important part 
rather than the shrink. 

Mr. Prexarp. That was discussed during the settlement, as I recall, 
and it might have been in bringing the company down from the 2.3 to 
less than 2 percent. No, as a matter of fact, there was interest, I 
believe. When the net figure was arrived at, as I recall, interest cal- 
culated on that net figure. 

Mr. Correr. We had testimony here yesterday morning from Mr. 
Prichard that interest wasn’t computed on these cases, there was no 

iterest considered in these settlements. 

Mr. Prexarp. [ personally participated—— 

Mr. Correr. You what? 

Mr. Picxarp. I persenally participated in some of the settlement 
conferences, and I know that in some of the settlements interest was 
collected. 

Mr. Correr. Well—— 

Mr. Pickarp. Mr. Prichard was represented by other people from 
the Fats and Oils Branch in some of those settlement conferences, and 
I don’t believe he was personally present at any of them. I think in 
this particular case interest at 6 percent was included in the net settle- 
ment. 

Mr. Correr. Now, although your office had been in on this settle- 
ment long prior to May 1951, do your records reflect that on May 4, 
1951, it was referred officially to your office and Mr. Shulman for 
criminal action ? 

Mr. Picxarp. Yes, sir. 

Mr. Correr. Which it had been agreed to would be held up pending 
collection of civil damages ? 

Mr. Pickarp. No, sir. 

Mr. Correr. You don’t have any record of that? 

Mr. Pickarp. Being held up pending collection of civil damages? 

Mr. Corrrr. Yes. 

Mr. Picxarp. No, sir. There was no such agreement as that. Be- 
fore the settlement was made, the Fiscal Branch, which was the agency 
within the Department that was responsible for making the settlement, 
sent the complete filedown to me. I read the file, discussed it with the 
attorney who at that time was in charge of litigation in our division, 
and we both concluded that the evidence was too weak to warrant 
criminal prosecution in this case. 

Mr. Correr. When was that, Mr. Pickard? 

Mr. Pickxarp. That was shortly before this settlement was finally 
completed with the Alabama Warehouse Co. 

Mr. Correr. I see. 

Mr. Pickarp. The Fiscal Branch asked to be advised whether there 
would be a possible detrimental effect on criminal prosecution if 
they went ahead and made settlement, and we advised them there 
would not be, and that we thought it was a weak case in that there was 
no evidence of any criminal intent to defraud on the part of the 
Alabama Warehouse Co. 


20554—52—pt. 2——41 





1786 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Having that informal advice, they went ahead with the settlement, 
and then sent the case down to us for formal review as to crimina| 
action. 

Mr. Correr. Do you have a record that on November 7, 1951, John 
J. Dean, Acting Vice President, Commodity Credit Corporation. 
advised Hiram W. Rainey: 

We have been informally advised by the Office of the Solicitor that the case 
will not be referred to the Department of Justice for criminal action since civi) 
aspects have been settled, There is no objection to your entering into sheller 
contract with the company. 

Mr. Pickarp. I am aware that such a wire was sent. I don’t believ: 
the particular wire was cleared with our office. -However, the subj 
was discussed with me before it was sent out. 

Mr. Correr. Mr. Hunter, how does that square with your stat 
ment—perhaps you corrected it—with your statement of yesterday 
afternoon that the reason you referred these cases to the Department 
of Justice in March of this year was that due to this court decision ? 

Mr. Hunter. No, I didn’t say due to the court decision. Having 
determined to refer it, we hastened the case along because of the court 
decision. ; 

Mr. Correr. You had decided in this case you were not going to 
refer it ? 

Mr. Hunrer. As I say, I issued orders to cancel anything they may 
have done because of the publicity. I was not so afraid of failure 
to get a conviction doing as much harm when we had so many good 
cases in which we probably could get convictions. If we got acquittals 
in these cases during a time when there was no epidemic, everybody 
being acquitted, it does hurt our program. 

Mr. Correr. Would your epidemic result from the failure of your 
Department in this enforcement field during the interim between 
contagions, Mr. Hunter ? 

Mr. Hunver. I don’t think I understand you. 

Mr. Correr. Would the contagion of violations that you referred 
to be the result of your policy of enforcement in the meantime, 
the interim ? 

Mr. Hunrer. I think—— 

Mr. Correr. Your failure to take aggressive action. 

Mr. Hunvrer. Failure to get? 

Mr. Correr. Your failure in committing the converter and so forth ? 

Mr. Hunrer. We did not think in our own mind there was any 
possibility whatsoever of a prosecution, certainly a_ successful 
prosecution, in these cases. 

Mr. Correr. I don’t think you have answered my question. 

Mr. Hunrer. And in normal times we probably wouldn’t have 
sent that case over to Justice. But when this epidemic of conver 
sions took place, it didn’t seem to us we should then be so nice about 
our distinctions in that respect. 

Mr. Correr. What do you think brought this epidemic of conver- 
sions on? Do you think it was just the vear or just the times, or 
do you think it had any relation to your enforcement policy in the 
past ¢ 

Mr. Hunter. Not one bit. We have had conversion cases before. 
This epidemic is not the first experience we have had. 
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Mr. Correr. Actually this is no epidemic. This happened back 
in 1949 and was discovered in 1949. 

Mr. Hunver. I know, but at the time we decided to send these cases 
to Justice there was. 

Mr. Correr. That was March of this year / 

Mr. Hunrer. Yes. 


Mr. Correr. Let’s take the Brownwood Shelling Co., Brownwood, 


Tex. 
ie Kem. Could I ask there—what would you put as the ap- 
proximate dates of this so-called epidemic, Judge / 

Mr. Hunrer. The Tanner case. It was a big case, as you remember, 
involving about $900,000, 

Senator Kem. When would you say the epidemic started and when 
it was‘ 

Mr. Hunter. It took on the nature of an epidemic to me when we 
ran into the Dallas cases, the cases arising in Texas. 

Senator Kem. When was that / 

Mr. Hunrer. I don’t know quite when that was. I think maybe 
the middle of the year. 

. Senator Kem. When / 

The CHarrMan. The middle of 1951. 

Mr. Hunter. Sometime in 1951. 

Senator Kem. No conversions had taken place previous to that 
time? 

Mr. Hunrer. Oh, ves. It was the first time we heard them. 

Senator Kem. Would you say the epidemic was still on. or would 
you say it had been brought under control ¢ 
Mr. Hunver. There seems to bea subsidence. 

The CuarrmMan,. All right, Mr. Cotter. 

Mr. Correr. In the Brownwood Co., Brownwood, Tex., your records 
reflect that there was 5,486.82 tons of peanuts represented by New York 
Terminal receipts to Commodity Credit Corporation to secure loans 
under 1948 lending agency agreements, that 325 tons of which had 
been converted. 

Mr. Picxarp. Yes, sir. 

Mr. Correr. And that this—I think we will save time if I just read 
this summary and you correct me on anything that your records 
reflect I am wrong on. 

The Cuarrman. Before you proceed, Mr. Cotter. 

Mr. Correr. Yes. 

The CHarrman. This letter addressed to Judge Hunter from Mr. 
McInerney, the Assistant Attorney General, has come in. I will ask 
that it be placed in the record at this point and when the record is 
produced that it be placed with the other two letters. 

(The letter referred to is as follows (see also exhibits 82 and 83) :) 


ExuHIsBiT No. 84 
May 13, 1952. 
Hon. W. Carro_t HUNTER, 
Solicitor, Department of Agriculture, 
Washington 25, D. C. 

Deak Mr. Hunter: As you know, in 1943, as a war measure necessitated by 
the seriously increased volume of general and war-related criminal prosecutions, 
and congestion of court calendars and manpower shortages which made it ex- 
tremely difficult to maintain adequate staffs in the offices of the United States 
attorneys or, for that matter, in the Department itself, at the instance of this 
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Department, your Department undertook to apply certain guides in select in, 
those cases involving possible criminal violations which should be referre: 
this Department for consideration as to prosecution. Some of the cir 
stances requiring such an arrangement and the guides for evaluation of ¢: 
for referral were set out in a letter dated February 16, 1943, addressed to for 
Solicitor Robert H. Shields by former Assistant Attorney General Wend 
Berge. 

In 149 continuation of this policy was mutually reconsidered and in a kk 
to yourself as Solicitor of the Department of Agriculture from former Assist 
Attorney General Alexander M. Campbell dated March 25, 1949, you were 
vised that, with the exception of slight modification in the language of on: 
the evaluating factors to conform to the transition from a state of active war 
reason then existed why such discretion should not be continued to be exercised 
to the same extent set forth in the previous letter of February 16, 19438 | 
understanding was expressed that, as in the past under the 1943 letter, your 
Department would accept responsibility for the exercise of the discretion 
vested in it under the correspondence. 

This Department has recently reviewed the entire matter and believes that 
delegation of its responsibilities for the evaluation of criminal cases is neith: 
feasible nor longer necessary. Accordingly, it is of the opinion that this so 
called screening agreement should be terminated and that in the future, j 
general, all cases coming to your attention which appear to involve criminal! 
violation of statutes, administered by your department should be referred to this 
Department for evaluation. I understand that there may be areas in wh 
specific problems are presented and in which some relaxation of this princip) 
may be desirable, as in the category which may be termed “small produc« 
cases, and I shall be glad to discuss these matters with you at your convenien« 
Other than as may hereafter be agreed, consistently with our respective re 
sponsibilities and the Government's interests, however, it will be appreciated if 
you will place in effect in your Department such revised procedures and in 
structions as are necessary to accomplish reversion to the original referral pra 
tice which obtained prior to 1943 whereby all apparent violations will be brought 
to this Department's attention. 

Let me assure you the Department appreciates the cooperation which you hav 


extended to it in the past and that it will at all times remain ready to render 
to you such assistance as it may be in a position to provide. 
Respectfully, 


JAMES M. McINERNEY, 
Assistant Attorney General 
(For the Attorney General) 

Mr. Correr (reading) : 

On April 5, 1949, D. L. Miller, Jr., field auditor of the New York Terminal 
Warehouse, discovered a shortage of approximately 325 tons of peanuts, which 
he permitted Brownwood to cure by redeeming warehouse receipts for sixty 
five-odd-thousand and by substituting 40 tons of inferior and damaged peanuts 
On May 20, 1949, C. J. Thompson, a field auditor for New York terminal, dis 
covered a second shortage and, (1) permitted Brownwood to cure 150 tons 
of this shortage by redeeming warehouse receipts for thirty-two-odd-thousand 
and, (2) conceal the balance of the shortage by falsifying his report to New 
York Terminal. This thirty-two-odd-thousand payment created an overdraft o 
Trownwood’s bank account, which Brownwood cured with a sight draft sup 
ported by false bills of lading for three cars of shelled peanuts. Brownwood (iid 
not have shelled peanuts on hand to load these cars on May 20, the date of the 
draft, and subsequently loaded them after selling additional peanuts pledged t 
Commodity Credit Corporation. 

On June 3 Miller and Thompson discovered the further shortage, and o 
June 11 New York Terminal notified Commodity Credit of the shortage. Fina 
shortage was determined to be 327 tons, of which 155 tons have apparently been 
converted, 80 tons were represented by warehouse receipt weights in excess 
of weights actually received, and 40 tons were inferior and damaged peanuts 
substituted for peanuts pledged to Commodity Credit and rejected by Commodity 
Credit Corporation. 

The investigation also disclosed that Mrs. Ann Martin, cashier for Brown 
wood, had upgraded pledged peanuts, thereby obtaining a greater loan. 

After all peanuts had been loaded out, the principal balance due Commodity 
Credit was $66,886.04. 
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After January 30, 1951, New York Terminal paid seventy-thousand-odd to 
Commodity Credit representing full payment of principal and interest, and 
Compliance and Investigation closed its files. 

On March 18, 1952, the case was referred to Justice for appropriate action. 

Now, would you consider that case had some elements of aggra- 
vation in, Mr. Hunter / 

Mr. Hunrer. Yes, I think so—but nothing like as bad as other 
cases that were pending at the time and demanded every bit of our 
attention. 

Mr. Correr. And is that the reason why there was a delay of nearly 
a year in referring it to the Department / 

‘Mr. Hunrer. Principally the reason, certainly. 

Mr. Correr. Now your office was in on the settlement. I assume 
that you are in on the settlements because they have legal phases. 
Now what mental processes are necessary after the settlement to 
refer the case to Justice for its consideration? I mean what addi- 
tional processes do you go through? You had all the facts, didn’t 
you ¢ 
* Mr. Hunrer. The facts are in the investigation report. 

Mr. Suuutman. I think Mr. Pickard can explain the delay. 

The Cuatrman. All right. 

Mr. Picxarp. I don’t believe our office did have all the facts, in 
answer to your question, Mr. Cotter. It may have been our fault as 
much as anybody else’s. Possibly we should have demanded the facts. 
But through inadvertence, somehow or another, the investigation 
report was not actually referred to our office until we requested it 
shortly before these cases were sent to Justice. 

We knew, that is, I knew of the default on the note originally. 

Investigation was started some time in the fall of 1949. I knew of 
the settlement that was going on between Commodity Credit, New 
York Terminal, and the Brownwood Shelling Co. 1 actually par- 
ticipated in some of the conferences in the Fiscal Branch in con- 
nection with that settlement. 

However, the investigation report itself which you are reading from 
was hever referred to our office unti! we requested it shortly before 
the case was sent over to Justice. At that time we were in the process 
of going back through our files and reviewing not only the peanut 
cases but any other cases that we had in our files which might have 
some element of a shortage or conversion, because, as Mr. Hunter 
has explained, we were disturbed about this epidemic of conversion 
n the grain cases. We decided it might be a good thing to review 
our files on all of these cases to see if there was any element of con- 
version in these cases. 

The Cuarrman. Did you get this in writing from Judge Hunter? 

Mr. Pickarp. Instructions to review our files / 

The CHarMan. Yes. 

Mr. Pickarp. No, sir; it came orally. 

The CuarrMan. Came orally? 

Mr. Pickxarp. Yes, sir. It did not come personally from Mr. 
Hunter, it came from Mr. Shulman, and my immediate superior, Mr. 
( ooper. 

Mr. Hunter. I have—— 

The Cuarman. You have what ? 
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Mr. Hunrer. I have a letter here, memorandum, dated February 
5, 1952, to all the regional attorneys and side offices relating to the 
direct reference to the United States attorney of criminal aspects of 
producer-borrower cases. 

Senator Kem. What kind of cases? 

Mr. Hunrer. Producer-borrower. 

Senator Kem. Producer what? 

Mr. Hunrer. Borrower. 

I see at the bottom of this: 

Our memorandum of January 16, 1952, prescribed a procedure which shall 
followed in handling warehouse grain-conversion cases... No warehouse storage 
case should be screened if there is any evidence indicating conversion. Eve: 
though in such a case the warehouseman promptly pays off the shortage, th: 
case should be nonetheless referred to the United States attorney for his review 
as to the criminal aspects. 

Now that was the formal memorandum, but informal—— 

The Cuarmman. Was that the nature of the order that you finally 
gave to your subordinates ? 

Mr. Hunter. Yes. 

The Cuatrman. Along that line? 

Mr. Huwnrer. That is right. 

Mr. Correr. What was the date of that ? 

Mr. Hunrer. February 5. 

Mr. Correr. This year? 

Mr. Hunter. No; this memorandum is dated January 16. 

Mr. Correr. This year? 

Mr. Hunver. Yes. 

Mr. Correr. Did you have « policy prior to that time, that if you 
could get the money you would not refer the case ¢ 

Mr. Hunver. No; we never had any such policy. 

Mr. Correr. Do you have a regional attorney by the name of Harry 
Wales in St. Paul ? 

Mr. Hunrer. In a side office of our Lincoln office. We have a Lin- 
coln regional office. 

Mr. Correr. Yes. 

Mr. Hunvrer. And the St. Paul office is a side office. 

Mr. Correr. Would it surprise you if I were to report to you that 
in an interview with personnel of his staff he indicated he didn’t get 

cases that were settled, that once they had the more money they were 
not referred to him? 

Mr. Hunrer. It certainly would, because that is not true. 

Mr. Correr. And that in producer cases, that he had only had two 
or three—— 

Mr. Hunter. You are talking about producer cases? 

Mr. Correr. I think I am telking about all cases, but in producer 
cases he had only had two or three in the last 3 or 4 years. 

Mr. Hunter. Very few of them. 

Mr. Correr. Let’s go on to another peanut case. 

Senator Hicken.Loorer. Another what kind of case? 

The Cuamman. Peanut. 

Mr. Hunrer. By the way, before we leave this case, we have a letter 
here from the United States attorne vy dated March 26, 1952, relating 
to Brownwood Shelling Co., in which he says: 


According to my calculations statute of limitations will run on April 5, 1952 
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I think it is the view of our office that it doesn’t run out until August. 

Mr. SuutMan. August. 

Mr. Hunter (reading) : 

I have gone into the report fully, and in my opinion there is no basis for 
criminal prosecution [I think it would be absolutely impossible to secure either 
an indictment or a conviction. The civil liability has been settled and paid off 
in full and no jury in this part of the country would vote a conviction. 

I might read the rest of it, which Mr. Shulman doesn’t particularly 
like. 

Even if it Was a meritorious case, the time to present the same to grand jury 
or file a complaint is so short that the matter could not be given that considera- 
tion to which any criminal] prosecution is entitled. 

As I have remarked, we think the time is much greater than he 
thought. 

It is noted that the Deputy Solicitor forwarded this matter to our office under 
March 15, 1952, in a letter of 10 single-spaced pages, the reading of 


date oft 
x ch has consumed about half a day's time. 

Senator Kem. He is a slow reader | laughter }. 

Mr. Correr. Again, that case had been settled long ago. Is that 
not right, Mr. Hunter / 

Mr. Hunrer. Yes. 

Mr. Correr. And I think vou indicated this morning even though 
you didn’t yesterday, that the very fact of a settlement in the case 
made it almost impossible to get a criminal conviction unless it was 
a most aggravated case. 

Mr. Hunter. I think with respect to a settlement in any criminal 
case—I don’t care whether it is a Government or private case or what 
not restitution does have a mitigating effect certainly upon the pun- 
ishment that the court may mete out. It doesn’t always have the same 
effect on the jury. 

Mr. Correr. It certainly has a migating effect and should, I think, 
on the penalty, but it has the effect of acquittal if it is made before. 

Mr. Hunrer. Not necessarily. We have convictions against people 
who fully paid up. 

Mr. Correr. I have a lot more peanut cases. 

Mr. Huwrer. I understand that your view would mean that we 
should screen every case where payment has been made in full, because 
it is impossible to get a conviction. Is that it? Therefore our 
screening procedure was perfectly proper after having made the 
settlement. So you reall go back to the point of should we have 
made the settlement. 

Mr. Correr. My questions are directed about your administration 
of this whole screening operation. 

Mr. Hunrer. It works that way. 

Mr. Correr. I am not taking any position. 

Let's take this Page Milling Co. case. 

The Ciamman. Is that peanuts / 

Mr. Correr. No. 

Phe CHAIRMAN. Before that Judge, was it or is it the view of 
your Department that in none of these peanut cases that were presented 
tous vesterday by Mr. Prichard and with which you are very familiar, 


or vou ought to be. that in hone of those cases there could have been 


conviction obtained by the Government ? 
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Mr. Hunver. I don’t think there is a chance of conviction. I ce 
know about all the cases referred to by Mr. Prichard. 

The Cuatrrman. Let me put it, the ones Mr. Cotter referred to. 

Mr. Hunver. I don’t think there was any chance of getting a 
conviction. The peanut operations, as outlined in every one of thi 
investigation reports, are very complicated plans of operation. [| 
is not a question of a warehouseman storing somebody else's goods 
the time. He stores his own goods, stores ours, he operates on the 
both, he has a right under certain conditions to buy ours or use the: 
And the peanut-marketing season is a hectic season. Peanut opera 
tors are not particularly well organized for it, in my opinion. The 
operations are not carried on in an organized way. Their records ar 
not as good as they ought tobe. All sorts of irregularities take plac 

That is known by the people and well known by the people in 1 
peanut industry. It would be well known by a grand jury and a petit 
jury, and it is certainly realized fully by the United States attorne) 

The Cuarrman. What effect, in your opinion, would it have had | 
the program if prosecution had been tried in these peanut cases o 
other cases that we are now talking about, and no convictions obtained / 

Mr. Hunrrer. I think it would have been a very detrimental effect 

The CuarMan. Would it have been worse than your failure to refe: 
it to the district attorney ‘ 

Mr. Hunvrer. I certainly think so. 

The Cuarrman. All right. 

Mr. Correr. Well, we never had the chance of seeing that, did we, 
because you took care of that? 

Mr. Hunter. Well, that has been proved. If you read— 

Mr. Correr. Could we have the cases ’ 

Mr. Hunrer. There are three United States attorneys—— 

Mr. Correr. Could we have the cases where you have proven this? 
You have made some very sweeping statements again. Now can we 
have the facts? 

Mr. Hunter. You have had the cases, have been talking about then 

Mr. Correr. I would like to have them from you. 

Mr. Hunrer. We have read the United States attorney's lett 
where there is just no chance of getting a conviction. 

Mr. Correr. I think the United States attorney's letter— and ag 
if you will excuse me, Mr. Chairman—when you referred this | 
to him at this late date, and settled, he decided he wasn’t even Fone | 
consider it. 

Mr. Hunter. The letters don’t read that way. Every one sav: 
couldn't get a conviction under the circumstances. 

Mr. Correr. Of course they couldn't and you know—— 

Mr. Hunrer. Just a minute. Let me finish. One or two 1 
particularly to this marketing plan T have outlined to you roug! 

Mr. Suvutman. I believe in the Alabama case the letter from | 
United States attorney which was read vesterday doesn't go into t 
question of limitations. It points out that under the circumstance 
surrounding this transaction there was no evidence of criminal int: 

Mr. Corrrer. But you did have the setting of having had yew 
collection more than a year ago, and I think he made his de« 
after a conference with the attorney on the subject. Is that 
correct ¢ 
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Mr. SuutMaNn. His decision was based upon the fact that the in- 
vestigation report did not disclose any criminal intent. And I can 
read the letter to you again if you would like your memory refreshed. 

Mr. Correr. Well, if you are very positive and it is in the record, 
I will not ask you to do that. 

So it is your idea, Judge Hunter, that you really committed your- 
elf in a manner that was of great assistance to the Gove ‘rmment in 

ot referring any of these cases to Justice and in settling them; is that 
orrect ¢ 

Mr. Hunvrer. In every single case we looked at these matters in a 
practical way, taking into consideration all practicalities on the situ- 

‘tion, and the possibility of a conviction—every single one of them. 
We considered them all. Wetalked about them a great deal more than 
we have talked about them here today. We know the program, per- 
hans, a little better than you. 

Vr. Correr. I would assume you would. 

Mr. Hunter. Yes. 

Mr. Correr. Well, did you want to give anything in addition as to 
why you didn’t refer the Brownwood case prior to when you did ‘ 

Mr. Hunter. No. 

Mr. Correr. In the light of your most recent statements ¢ 

Mr. Hunvrer. No. 

Mr. Correr. Don’t you want to add anything to that? 

Mr. Hunter. I don’t think so. 

Mr. Picxarp. Mr. Cotter, if I may, I would like to make a general 
statement about all of these peanut cases at this uoint. 

In answer to your particular question here, my personal opinion 
is that the Brownwood Shelling Co. case is the only one of any of 
these peanut cases which has any evidence whatsoever of any criminal 
intent. And the evidence is very weak in that case, and the United 
States attorney has concluded, as indicated in his letter, that there 
was not sufficient evidence to prosecute, and it was — 

Mr. Correr. Well 

Mr. Suviman. Will vou let Mr. Pickard finish his statement ? 

Mr. Correr. Thank you. 

Nhe Cuamman. What letter was that you referred to? 

Mr. Picxarp. The letter read into the record a minute ago from 
the United States attorney on the Brownwood Shelling case. 

The Cuatrman. Is that the case Mr. Cotter is asking about? 

Mr. Correr. Yes. 

Mr. Picxarp. I was saying it was really impossible to obtain a con- 
viction in the Brownwood Shelling case after review of the file and 
evidence in the case. 

I think I could clear up 

The CuatrmMan. Let me ask you this: Was the basis of his conclusion 
reached because of things that were done by the Department? In 
other words, did the Department do anything that might mitigate 
against a conviction ? 

Mr. Hunrer. He did speak of a settlement. 

Mr. Picxarp. We accepted restitution in full. 

The CHatrmMan. Yes. 

Mr. Picxarp. The Field Warehousing Co. and Brownwood Shelling 
Co. He mentioned that in his letter. 
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The CHarrmMan. What weight did he give to that before he rea 
his conclusions ¢ 

Mr. Picxarp. It seemed to me that the primary consideratior 
the absence of any evidence of criminal intent in the case. 

The Cuamman. I see. All right. 

Mr. Corrrer. Again, could we have, in the light of your positior 
the soundness of your decision back there a year ago, why did yo 
reverse yourself and send these to Justice in March of this year’ — 

Mr. Hunver. I have explained that. 

Mr. Correr. Can we have it again? 

Mr. Hunrer. Well, I will explain it again. When this epide: 
of conversions took place we had to enlarge our personnel of lawye) 
working on these cases. I brought in a man from Atlanta, hired 
new man, transferred two men to that work, becausse there was a creat 
backlog. Some of these cases had been put aside in order to take car 
of some of the cases we have all been interested in in the last fi 
months in order to give them priority. I think the total gain 
been great in trying to give priority to still more important cases, ca: 
where we knew or felt sure we could get a conviction and get it vei 
quickly, and not to waste our time on cases which in our mind create: 
some doubt. 

In addition to that, our office has been extremely busy waiting upo 
investigators—investigators from GAQ, investigators from the Hous: 
committee, investigators on your staff, day by day, almost, investigat 
ing the same cases. And it takes up a tremendous amount of time. 

Mr. Correr. Mr. Hunter, this was a function you had really taken 
upon yourself from the Attorney General ¢ 

Mr. Hunver. They required me to do it. 

Mr. Correr. If you were so far behind, how it it you continued to 
keep this function of passing on these criminal cases without refer 
them ¢ 

Mr. Hunrer. I don’t know what you mean. 

Mr. Correr. Would you read the question ¢ 

(The record was read by the reporter. ) 

Mr. Huwnrer. That is immaterial, because even though we didn’t 
have the function, we still had to send the cases to Justice. 

Mr. Correr. That only requires to send the C. and I. report and 
facts over there. 

Mir. Hunrer. The same as we do now. We do the same thing now. 

Mr. Correr. Does it take 8 and 10 months to do that in cases after 
you have settled them ¢ 

Mr. Hunrrer. Yes, sir, it does. 

Mr. Correr. A year 

Mir. Hunrer. Yes, it does. We have cases pending for civil action 
more than that. 

Mr. Correr. I mean just to write your transmittal letters. 

Mr. Hunrer. You are talking about one case. I am talking about 
700 or SOO. 

Mr. Suutman. If we simply wrote transmittal letters on these cases 
they would not get attention. Unless files are clearly analyzed and 
the program itself clearly explained in our letter of transmittal, they 
are delaved, and we get correspondence back asking the same ques 
tions we could have cleared up had the case been fully analyzed 
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Mr. Correr. Had not you fully analyzed it at the time you made 
vour civil settlement’ That is one point I am making. And 
wouldn't the facts be as fresh in your mind at that time as they ever 
would be? And 8 months ora year later, to have somebody go in and 
refresh themselves on the whole set of facts, is not that a duplication 
of effort? And if you really had intended to refer them to Justice, 
wouldn't you have done it at the time you settled or before that time ‘ 

Mr. SuutmMan. Not necessarily. 

Mr. Hunrer. There is much less time required to make a settle- 
ment, because the Administrator knows the facts of the deposit, the 
value of it. and what the settlement should be. You don’t have to 
inalyze every word in a report on that. You could make settlement 
without any report. The report of investigation doesn’t enter into 
the settlement but very slightly. 

Mr. Correr. You mean you don’t use your reports in making your 
settlement / , 

Mr. Ht NTER. Mr. Pi kard sald this was made without seelng the 
investigation report. : 

Mr. Correr. Why was th: at? I think vou testified yesterday there 
was very little coordin: ation between yon and the office of investiga- 
tion, or something to that effect. 

Mr. Hun NTER. I did not say anvthing about that at all. I think 
there is perfect coordination, except they are in PMA and the So- 
licitor’s office is not in PMA. 

Mr. Correr. Let me just ask this question then: You must have 
known that the C. and I. had made an investigation in this case and 
why would you settle a case involving that much money without re- 
ferring to your C. and I. report ¢ 

Mr. Hunter. We wouldn't settle a case 

Mr. Correr. They are the expert factfinders. 

Mr. Hunver. We wouldn’t decline to settle a case, even in the most 
flagrant case. as you call it. It does not make any difference—— 

Mr. Correr. But if you did not have all the facts, you really could 
not settle it intelligently 

Mr. Suviman. I believe Mr. Pickard—— 

Mr. Hunter. Any difference—— 

The CHatrMan. Just a minute. 

Mr. SuvitmMan. Can explain the settlement. He participated in 

The Cuateman. Just a minute. If vou gentlemen will talk one at 
i time, the ste nographer could t: ake it down. 

Mr. Pickarp. These cases we are discussing, particularly the Brown- 
wood Shelling case, were sheller loar ases, Lhe loans were obtained 
by the sheller on his own peanuts, peanuts he had bought from farmers 
it the support prices, and they were not Commodity Credit Corpora- 
tion’s peanuts at all. He obtained a loan on those peanuts through 
1 private lending agency which was backed up by a contract from 
Commodity Credit Corporation. Ths peanuts were “Pa d to the 


ler ding agency and the loan Wis ass oned to Com mod tv ( “dit. SO 


those peanuts were merely under loan to Commodity Credi t C orpora 
tion and not owned by the Cory oration. 


The werehouse recel] 1 which wis pledged As sec urity for the loan 
was issued by a field warehousing COMPU, and not by the sheller 
himself. There are a number of such companies which do business 
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all over the country, principally in connection with commercial bank 
ing business. The moment that the sheller defaulted on his note, 
we went in to see how many peanuts were left in storage in the cas 

where there were not enough peanuts left in storage to redeem thy 
balance of the note and the outstanding warehouse receipts, we made 
demand, not only on the sheller for payment of the loan, but also on 
the Field Warehousing Co. which had issued the warehouse receipts. 
We were looking to both companies, to one on the note and to the 
other on the warehouse receipt. 

Senator Hicken.Loorer. Mr. Chairman, just to clear up that point, 
if I may. 

The Cuarrman. Senator Hickenlooper. 

Senator Hicken Loorer. What would be the basis, then, if this was 
completely a private loan in which the Government was only in 
terested in guaranteeing the note, as I understand it, or guaranteeing 
the loan to private institutions, what would be the basis upon which 
you would demand the peanuts ? 

Mr. Picxarp. The loaus were assigned to Commodity Credit Cor 
poration at various times after they were made, so that in all of these 
cases before the default occurred, the loan indebtedness had been as 
signed to Commodity Credit Corporation by the bank. 

Senator HickenvLoorrer. Did you pursue your demand for the loan 
from the agency which was financially responsible? Did you pursue 
the peanuts on the basis of lien‘ 

Mr. Pickarp. Yes, sir. 

Senator Hicken Looper. That is, that you had a lien on the actual 
property ¢ 

Mr. Pickarp. Yes, sir, and in most of these cases there were peanuts 
left in the warehouse when the default occurred. We ordered the 
foreclosure of the loan and ordered the sale on the balance of the 
peanuts. The proceeds received from the sale of the balance of the 
peanuts were applied on the loan. So the net shortage, in monetary 
terms, was the balance due on the loan after applying the proceeds 
of the sale, and, and quantitywise, the shortage was the quantity rep 
resented by the outstanding warehouse receipts. 

Senator HickeNnLoorer. So you proceeded on the theory that not 
only was there a loan obligation but it was secured by physical prop 
erty, and the Government’s interest enabled you to pursue not onl) 
the obligation on the note or the warehouse receipt, but to enforce 
that against the physical property, if necessary / 

Mr. Pickarp. Yes, sir. 

Senator Hickentoorer. So that the Government had a direct in 
terest either by way of a loan, or chattel or whatever form it would 
be under that kind of a warehousing set-up, on the physical property ‘ 

Mr. Pickarp. After the indebtedness had been assigned to us, that 
is right. And the warehouse receipts had been assigned to us. The 
warehouse receipts merely represent, of course, the physical property. 

Senator HickenLoorer. After they had been assigned to you, at 
what point did the Government’s interest in the actual physical prop- 
erty attach—at the time the peanuts were warehoused ? 

Mr. Pickarp. Are you speaking now with respect to whether Fed 
eral crime had been committed ? 
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Senator Hicken.oorer. I am merely trying to pursue the hold 
which the Government had on the peanuts. I mean, do you claim that 
that attached at the time the Commodity Credit Cor poration became 
involved in any guaranties or warranties or anything of that kind on 
this obligation / : 

Mr. Pickarp. We were assigned all the rights of the bank, the pri- 

vate lending agency, when the indebtedness was assigned to us. So 
that we, in effect, stood in the shoes of the bank as far as civil rights 
are concerned. 

Now, as far as any criminal liability is concerned, both our office 
and the Department of Justice—have concluded in writing—and I 
think it is very clear in the Commodity Credit charter act itself—that 
there is no Federal crime even in the most flagrant conversion case un- 
less at that time the property was owned by or pledged or mortgaged 
to the Commodity Credit Corporation. 

Senator Hickentoorer. That is one of the points I was trying to 
clear up here. 

Perhaps I am laboring a point here, Mr. Cotter, not material on 
this particular thing, but on the theory that at some point the Gov- 
ernment’s interest in these peanuts was developed. 

Now whether it was developed at the time the farmer got his money 
from the bank and the bank was operating under a situation in which 
the Government became a guarantor on the money which the bank or 
the lender gave the farmer, if it occurred there, then it would seem to 
me that the Government’s ultimate security and hold on these peanuts 
might attach at that time. 

On the other hand, was there a hiatus in there as far as the Govern 
ment’s interest is concerned, and does the Government's right to pur- 
sue this, not on a default—I do not mean that—but the original right 
which continuously based upon default, did that right accrue sometime 
after the loan was made / 

Mr. Pickarp. As far as criminal liability is concerned, it accrued 
when the loan was assigned to the Commodity Credit Corporation. 

Senator HickenLoorrer. I would assume criminal liability would 
occur When there was a conversion of property. 

Mr. Pickarp. If there was a conversion of property after the time 
that the loan was assigned to Commodity Credit Corporation, it would 
be subject to the Charter Act. 

Senator Hickenvoorer. I shall not pursue it any further, but what 
I was trying to get at: You borrow money on a pice of land or storage 
property. You have a lien to secure that ‘ 

Mr. Pickarp. Yes. 

Senator Hickentoorer. Now whatever rights the loaner has in or- 
dinary circumstances, those rights arise at the time the transaction is 
made. He may never enforce them. He may never have occasion to 
enforce them. But its ultimate right attaches at the time in most 
cases, as I understand it, when the loan is made and the security is 
put up and the transaction entered into. 

Mr. Pickarp. I think as far as the Government’s civil rights are con- 
cerned, after that loan was assigned to the Government we would step 
in the shoes of the bank and our rights would go back to the time of 
the original transaction and would be subject to any defenses that the 
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borrower might have against the bank as well as to the rights of t] 
bank. 

Senator HickeNLooper. As a matter of fact, that assignment to the 
Government, the rights of the Government begin when the banke: 
makes the loan, do they not? Because he knows when he makes the 
loan he merely signs some papers and the Government becomes a part 
ner in that loan one way or another. 

Mr. Picxarp. If the bank later assigns that loan to the Commodit, 
Credit Corporation. Many of these lending agencies carry the loa 
indebtedness clear through. 

Senator Hicken Looper. Without involving the Government in any 
way! 

Mr. Prekarp. Without involving the Government beyond the fact 
that the Government has a contractual obligation under the lending 
agency agreement that at any time the bank wants to assign to the 
Government it can do so, 

Senator HickenLoorer. Thank you. 

Mr. Pickarp. The bank advances its own money, and it has a coy 
tractual right under the lending agency agreement to assign the loan 
indebtedness to the Government at any time. 

Senator Hicken oorer. Yes. 

Mr. Picxarp. The bank will earn interest—— 

Senator HickeNnwoorrer. You have cleared it up. 

Mr. Picxarp. Yes, sir. 

Mr. Correr. Mr. Hunter—— 

Mr. Pickarp. I didn’t finish my statement. 

Senator HickeNLoorer. I interrupted him to get at that par 
ticular point there. 

The Carman. All right. 

Mr. Pickarp. With respect to most of the peanut companies involved 
in these cases, the basic reason for the trouble was that they were going 
broke. Some of them actually went into bankruptcy. They were 
unable to pay off the loans. They might have paid too much for the 
peanuts, or might not have operated efficiently, or might not have been 
uble to sell as many peanuts as they hoped to. But, whatever the 
reason, they were going broke and were unable to pay off the loan. 

We made demand not only against the peanut company on the loan 
but also against the field warehousing company which issued the ware 
house receipts. In all of these peanut-sheller loan cases our collections 
were from the field warehousing company which issued the receipts 
which, in turn, compelled the peanut-shelling companies to contribute 
all that they could to the settlement. 

We felt that the reason we had acquired the receipts in the first place 
was to have a financially responsible company such as these big field 
warehousing companies standing behind that security, because tly 
peanuts, after all, were warehoused by the sheller in his own ware- 
house. The sheller had bought them from farmers for the purpose of 
shelling. He borrowed money from the bank under the lending-agenc) 
agreement to cover the amount he had to pay the farmers for the 
peanuts. : ; 

The sheller was privileged to use those peanuts for shelling as he 
redeemed the warehouse receipts, and the field warehousing compan) 
had a contractual arrangement with him under which they technically 
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had a lease of his warehouse and had placed a custodian in charge and 
supervised the release of the warehouse receipts and the peanuts. 

And all of these shortages, I would like to point out, involved only 

mall perce nt of the total quantity of peanuts the sheller handled. 

Mr. COTTER. We ll, Mr. Pickard, in the Alabama case I think there 
were a million pounds, some colossal figure, and you did have ware- 
housing arrangements, and I don’t see—— 

Mr. Pi KARD. That Is the other category of cases, One category 1s 

he peantt-sheller loan cases, which includes the Brownwood Shelling 
(‘o.. the Abbeville Peanut Co., and the Denton Peanut Co. The other 
category is the receiving-agency cases, into which the Alabama Ware- 
ouse Co. falls. I think the Hutto Bros. is one of those cases. 

Commodity Credit, in order to support the price of peanuts through 

three peanut associations 

Mr. Correr. Mr. Pickard, we are a little crowded for time, and we 
do not have the Fats and Oils Branch up here today. If you do want 
to say anything more in direct support of your decision as to why 
you did not refer these cases earlier, I woul | be glad to hear it. But 
we will be here all afternoon if we go into the peanut program as a 
whole. I do want to cover other things. 

Mr. Pickarp. I am just pointing out why there is no criminal intent 
involved in these cases. 

Mr. Correr. Do you want to make that as a flat statement—there 
is no criminal intent in these cases ? 

Mr. Picxarp, That is right. 

Senator Kem. And your position is that you exercised the discre- 
tion that has been vested in you by the Department of Justice to screen 
the case and send it to the files? 

Mr. Pickarp. No; these cases were not screened. I think that on 
one or two occasions we had written a legal memoranda saying there 
was no evidence of criminal intent, and when we sent the case over 
to Justice we sent along a copy of that memorandum saying that we 
had not changed our view upon the facts in the case as to the absence 
of any criminal intent. But we said, since we were sending some other 
peanut cases over, we were sending these along too. 

Senator Kem. Briefly, what is your explanation of the time lag 
between the discovery of the facts and the referral to the Department 
of Justice ? 

Mr. Pickarp. As has been brought out here before, Senator, sim- 
ply that the workload of the office, involving such a backlog of cases, 
required that we had to give priority to some in order to handle any of 
them. And we had to handle the cases which we felt were the most 
important and involved the Government’s interest both criminally and 
civilly, which were the most important cases from our viewpoint. 

With respect to these peanut cases, there was either no evidence or 
very little evidence of any criminal intent. The case was simply 
either a default on a Joan or a shortage of peanuts, much of which 
could very well be explained by shrinkage. We collected in full on 
the indebtedness owed to us, and we had other cases which were much 
more important and deserving of attention at the time. 

Mr. Correr. What were those cases? I have heard that several 
times here 

Mr. Pickarp. Of course, all of these grain—— 
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Mr. Correr. Would you answer my question, please? 

Mr. Hunrer. He is trying to answer it. 

Mr. Pickarp. A list of the cases, do you mean / 

Mr. Correr. Yes. I mean you talk about these more import 
cases. What is more important than a criminal case which goes rig 
to the heart of the farm program ? 

Mr. Pickarp. These were not criminal cases. 

Mr. Suutman. Nothing is more important if it is a flagrant 
inal violation; but, if it is not a criminal case, there are other cas 
which are clearly criminal cases that ought to be handled first. 
seems to me that is elemental. 

Senator Hickenvoorer. I would appreciate it if you would pu 
that question, Mr. Cotter, getting a listing of these cases, or son 
them illustrative of what is more important. 

Mr. Correr. Could we have the cases which—at the time these cases 
would normally have been referred to Justice interfered—were 
important and took priority over these cases / 

‘he Cuarrman. Could you examine your records and give us a 
of them so we could have it? 

Mr. Hunter. All right. 

Senator Kem. Do you keep time sheets in your office showing whiat 
lawyers are working on what cases? 

Mr. Pickarp. Yes. 

Senator Kem. Then you can get those cases you are working on 
that time. 

Mr. Picxarp. Of course, there is another thing that hasn't be« 
brought out, too, and that is the program workload; that is, working 
on the programs, contracts, dockets, various legal questions arising 
in current programs which are much more pressing than most litig 
tion. 

The Cuarrman. Well, give us a résumé of that. 

Mr. Hunver. I have a little statement here that may help. I don 
know. It is warehouse conversion cases referred to the Olive of the 
Solicitor for handling, January 1, 1951, to date. 

There have been referred to the Office of the Solicitor, January 1, 1951, t 
date, a total of 60 such cases. 

The Cuamman. How many? 

Mr. Hunter. Sixty. 

Senator Kem. What kind of cases? 

Mr. Hunter. Warehouse conversion. 

Senator Kem. Of various commodities? 

Mr. Hunrer. Mostly grain. Practically all grain. [Reading :] 

And of these 60 cases, 50 are now in the hands of the Department of Justic: 


Senator Kem. How long does it take to handle those cases, proce: 
them, in your office? 

Mr. Hunter. Well, we expedited our procedure as much as we could. 
We entered into special arrangements with the Department of /) 
tice whereby these cases could be referred, and then the Department o! 
Justice would approve by telegram the action to be taken by the 
United States attorney. This was a special arrangement in writing 
And in that way we even referred many cases before the investigatio. 
was fully complete. 
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Senator Kem. You are able to get very expeditious handling of 
that group of cases. What Mr. Cotter is inquiring about is why 
this time lag in these peanut cases. 

Mr. Hunrer. That is what we are trying to explain, Senator. It is 
just because of the pressure of these others. and this re presents, as I 
said yesterday—you may not have been here—just a very small part 
of the work of the Commodity Credit program. We have perhaps 
six or seven hundred cases pending at this time, extremely important 
cases, involving 16 or 20 million dollars. 

Senator Kem. How many lawyers do you have on your staff? 

Mr. Hunter. About 205 to 210 at the last count, which, by the 
way, is by far the lowest number that we have had for 15 years. 

Senator Kem. How many of them are engaged in preparing these 
criminal cases for the referral to the Department of Justice? 

Mr. Hunter. There are 16 lawyers in the Commodity Credit Divi- 
sion of our office. That is one division. They work on all types of 
cases, including program matters, and opinions and things of that 
sort. And we have our regional offices. 

Senator Kem. Do you have any particular lawyers assigned to the 
job of screening cases for referral to the Department of Justice / 

Mr. Hunter. No. Any man who happens to be handling a case, 
across the office anywhere, writes a memorandum, submits that to the 
division chief for approval, and the division chief in turn submits 
it to the appropriate associate solicitor, or Mr. Shulman, Deputy 
Solicitor, for his approval, and when it is finally approved it is filed 
in the official files of our office. Our procedure manual sets that pro- 
cedure out. 

Senator Kem. Then in the last analysis your explanation for the 
time lag isthe workload. Is that right? 

Mr. Hunter. The workload, with the comparative importance of 
the cases from a criminal point of view. 

The CHatrMan. I thought that we could get through this morning 
with Judge Hunter, but Mr. Cotter tells me he has a few other things 
he would like to ask him. 

Without objection, we will stand in recess until 2:50 this afternoon, 

(Thereupon, at 11:55 a. m., the committee recessed until 2:30 p.m 
of the same day.) 

AFTERNOON SESSION 


(Present : Senators Ellender (chairman) and Kem.) 

(Also present: Paul J. Cotter, chief counsel for investigations: and 
Allen Goodman, assistant to chief counsel for investigations. ) 

The CHatrmMan. The committee will be in order. 

At the request of this committee the Commodity Credit Corpora- 
tion, through its president, Mr. Geissler, has furnished the data asked 
for with reference to the distribution of the wheat that was acquired 
by Egypt through a barter agreement for cotton. And I will ask that 
this letter be placed in the proper place in the record. 


20554—52— 
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(‘The letter referred to is as follows:) 


EXHIBIT NO. SO 


DePARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
COM MODITY CREDIT CORPORATION, 
Washington, D.C., Vaul g, [95 
Hon. ALLEN J. ELLENDER, 
Chairman, Senate Agriculture Committee, 
United States Senate. 

DeAR SENATOR ELLENDER: This is with reference to the discussion bef 
your committee on May 5, 1952, concerning a contract entered into by 
Commodity Credit Corporation in the fall of 1951, providing for the acquisitiv 
of extra-long-staple Egyptian cotton in exchange for CCC-owned wheat. Tes 
mony on this subject was incomplete, and some of the conclusions drawn are 
complete variance with the facts in the case. 

One-fourth of the cotton was acquired at an exchange value representing th: 
market price as of the time the contract was agreed to, with the remaining thre: 
fourths at a 5 percent discount. This resulted in an over-all exchange value fi 
the cotton of 5% percent below the above-mentioned market price. The cotton 
received was of excellent quality; in fact, a considerable portion was abov: 
grade, and every bale met national stockpile specifications, 

Under the terms of the contract CCC furnished a quantity of wheat, based 
on the maximum export price under the International Wheat Agreement, equi) 
alent in value to the cotton acquired. Since the contract Was based on the con 
tractor’s undertaking to export the wheat to member countries of the IWA 
under sales properly recorded and accepted under the terms of the IWA, 1m 
provision was included in the contract which required that the wheat be sold | 
Egypt or any other specified IWA country. The wheat was all sold at the pric 
applicable under the TWA, and such sales were properly recorded to the follow 
ing countries, all eligible to receive such wheat: 

Percent received 
IWA country: to total quantity 
Germany debian 31, 24 
a ee eal ph 33. 43 
ik ' 7.00 
Netherlands__— casita ateallidisd ; ; 2 9? 
United Kingdom___.—_-~~. bce ttiieid ven R . 64 
Sweden_ — . 37 
Austria__-_ a . ' : 71 
Ecuador 


100. 


The contractor's sales of wheat could not exceed the prices prescribed 
the IWA. He was, therefore, never in a position to make the so-called 
cents-per- bushel profit. Had the wheat not been experted pursuant to a 
corded sale under the IWA, so as to satisfy a part of this country’s obliga 
tion under the IWA, the contractor would have been required to pay not less 
than the domestic market price as determined by CCC on the day of delivery 
of the wheat. Under this method of price adjustment, it would also have been 
impossible for the contractor to make the so-called 70-cents-per-bushel profit 

Insofar as the wheat was concerned, the United States Government sulfered no 
loss by (CC making the wheat available at the IWA price. Had the wheat 
been made available by CCC to the contractor or to any other exporter at th 
full market price and disposed of to the same countries under the TWA. the 
Government would have been obligated to pay the so-called 70 cents to the 
exporter as a subsidy under the TWA. As it was, the exporter received th: 
wheat at IWA price; the IWA paid the subsidy per bushel to CCC: CCC netted 
full market price, and the recipient IWA country paid no more than the 
maximm IWA price. 

l’ursuant to the mandate of Congress as provided for in section 2 of Publi 
Law S85. Kighty-first Congress, the Department of Agriculture exchanged an agri 
culcural commodity acquired by Commodity Credit Corporation under its price 
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suppert program for an equivalent value of a strategic and critical material 
produced abroad In further conformance with Public Law S85, full utiliza 
tion was made of normal commercial trade channels by contracting with 2 
United States firm. Further, the contractor was permitted a free choice of 
recipient country to dispose of the wheat under the contract in fulfillment of 
the obligations of this country under the International Wheat Agreement 
Sincerely yours, 
. GFISSLER, President. 


The CHatIRMAN. All right, Mr. Cotter. 


TESTIMONY OF W. CARROLL HUNTER, SOLICITOR, EDWARD M. 
SHULMAN, DEPUTY SOLICITOR, AND HOWARD B. PICKARD, OF- 
FICE OF THE SOLICITOR, UNITED STATES DEPARTMENT OF AGRI- 
CULTURE—Resumed 


Mr. Correr. Mr. Hunter, I think when we left off before lunch you 
were discussing the names of the more important cases and your other 
matters that were taking up your time and some reasons why there was 
a delay in referring some of these cases to Justice: is that correct ¢ 

Mr. Hunter. Yes, sir. 

Mr. Correr. And I think you mentioned the Tanner case. Could 
you hame any others, if there are more, that you would like to supply 4 
I think the chairman suggested that you do so. 

Mr. Hunrer. Not in that connection, but I did mention in reply to 
a question by Senator Kem the Tanner case. 

Mr. Correr. What are some of the more important cases that you 
say were engaging your time to the exclusion of these referrals / 

Mr. Hunter. The Tanner case involved a tremendous amount of 
work in order to hold the situation in tow by reason of the receiver- 
ships and what not. We spent a good deal of time on that case. 

Mr. Correr. I think you testified yesterday that, while your men do 
not go into court and the United States attorney does represent you, 
or the Attorney Gaheral’s office, your men do assist ¢ 

Mr. Hunter. We do go into court in a great many cases, except 
criminal cases. 

Mr. Correr. You do go in on your own? 

Mr. Henter. Not on our own, but as assistants to the United 
States attorney. 

Mr. Correr. Of counsel ? 

Mr. Hunter. Yes: that is right. 

Mr. Correr. Your men actually participate in the trial? 

Mr. Hunrer. Many of the civil cases, particularly the complicated 
ones, 

Mr. Correr. Do they just sit at the United States attorney’s table ? 

Mr. Hunter. No, participate in them. And on appeal we brief and 
argue the appeals, as a rule. 

Mr. Correr. Actually participate in the trial of the civil cases? 

Mr. Hunter. Yes. 

Not in every case, but in many of the complicated cases. 

The CuHatrman. In most cases do you not prepare all of the data ‘ 

Mr. Hunter. Yes. 

The Cuarrman. That is necessary for the Justice Department, upon 
which to build its case? 

Mr. Hunter. That is right. 

The Cuatrrman. And do you prepare the pleadings, also? 
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Mr. Hunrer. Yes, I think we send over pleadings for the institut 
of the suits. And generally prepare the answers in most of these ca 
or assist in preparing them. In cases against us, I mean. 

Mr. Correr. Do you have more cases that you wanted to mentio, 

Mr. Hunrer. There are many that occurred during this perio 
which were referred almost immediately to the Department of Just 
that have not mentioned much, the group of cases outside of the Ta 
ner and Henderson, the Dawson cases. 

Mr. Correr. Was not the workload on those being handled by yo 
regional attorneys in the field, I mean, the bulk of the workload? — 

Mr. Hunrer. Yes. 

Mr. Correr. Handled by the field attorneys rather than by ti, 
attorneys in Washington ? , 

Mr. Hunrer. Yes; a good deal of it we were working on. Before 
we had gotten started on our expedited proeedure with reference t. 
the field we did a lot of work on them. 

Mr. Correr. These were current cases that were coming to you 
attention ¢ , 

Mr. Hunrer. That is right. 

Mr. Correr. I am wondering what happened between 1949 and 
1950 or in early 1951 before this rash of cases came about, I mean, 
it is true that you may have been busy when they did, but did yo 
not have time before then to refer these older cases? 

Mr. Hunrer. No, no; we did not. Do not forget that our civi! 
cases are quite important, involving millions of dollars. And when 
a suit is instituted against us, from that time on the court calenda: 
fixes the time and the way it has to be done. 

Mr. Correr. I think you testified here yesterday there was only | 
percent of the time of your office devoted to Commodity Credit Cor 
poration matters. 

Mr. Hunrer. Yes; that is right. 

Mr. Correr. And 

Mr. Hunver. Ten percent of the funds. I suppose they are about 
the same. 

Mr. Correr. I do not believe that we ever did get any kind of an 
estimate as to what fraction of that 10 percent your office devoted to 
these criminal matters. 

Mr. Hunter. I have never broken that down, no. 

Mr. Correr. Would it be a very small part of the 10 percent ? 

Mr. Hunrer. I do not know, to tell you the truth. We worked : 
every one of them. You have the list of cases. And every one « 
them received attention in our office. I would like to read you a littl 
summary that may throw some light on this. 

During the fiscal year—this is as of June 30, 1951—634 case- 
These were all kinds of cases including civil. They were in litiga 
tion or had been referred to the Department of Justice. 

During the fiscal year, 234 new cases had been referred to the 
Department of Justice—218 cases were closed. One of the pending 
cases involved $3 million. Another involved $2 million. Each ot 
two others involved between $500,000 and $1 million. Each of 50 
cases involved between $100,000 and $500,000. And each of 104 othe: 
cases involved between $10,000 and $100,000, 

Total involved in all pending cases was more than $15 million. 
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Mr. Correr. That would be a normal operation for an office of your 
size, would it not, I mean, you have little cases in there and com- 
plicated cases. ! 

Mr. Hunter. Well, as I said before we are speaking now just of 
Commodity Credit Corporation cases. 

Mr. Correr. That is the 10 pereent. 

Mr. Hunter. Yes. 

Mr. Correr. Moneywise ? 

Mr. Hunrer. Yes. 

Mr. Correr. I think there was some testimony yesterday about your 
trying to get your money being one of your prime objectives. 

‘Mr. Hunver. No: I did not state that. You mentioned that again 
this morning and I told you I did not state it. 

Mr. Correr. Would you like to have me read the record as to what 
vour did state ¢ 

Mr. Hunrer. Yes; you can read the record. Certainly, it is one 
of the first things we would like to do, but not the prime thing. 

Mr. Correr. This is at page 1756: 

Mr. Hunrer. No, that is not true. We prosecuted many peop!e after settle 
ments. 

Mr CorrTer. Is that the usual practice in the Department, you get your settle 
ment and then at sometime later refer it for prosecution ‘ 

Mr. Hunter. We try to get our money first whenever we can 

Mr. Hunrer. Yes; that does not mean it is a prime objective. 

Mr. Correr. I am sorry, I wanted to bring out that you try to get 
your money first. 

Mr. Hunver. If there is any possibility we try to get it first. Gener- 
ally the offers come in for settlement. 

Mr. Correr. You have not been coordinating your efforts with the 
Department of Justice at the time you made your settlement—you 
mean in the past, have you, in other words ¢ 

Mr. Hunrer. In many cases, cases sent to the Department of Jus- 
tice will come up for settlement after they are there. 

Mr. Correr. But if you would be making a substantial settlement 
in, let us say, a conversion case in the past you have not called the 
Department at the time you made the settlement and quickly reviewed 
the facts and gave them an opportunity to be in on the decision to 
make the settlemen in the light of the fact that they might want to 
prosecute the case ? 

Mr. Hunver. No. We do not do that, because even if we send the 
cases over to Justice for criminal prosecution involving, also, a civil 
claim, they will themselves when offers are made by the defendant, 
ask us to handle it or make recommendations. Sometimes Justice 
sends the file back for us to work out a settlement. 

The CnatrrmMan. Are there many cases you send to Justice in which 
there was no money settlement agreed to between vou and the party ¢ 

Mr. Hunver. Yes, yes. 

The CuarrmMan. And have you any instances where Justice arranged 
to receive the payment ? 

Mr. Hunrer. Yes, indeed. Yes, indeed. 

Mr. Pickarp. I might cite as an example, the Abbeville Peanut Co. 
case, I do not think that Mr. Cotter has mentioned that case, but I 


think you do have some information on it. 
Mr. Correr. We mentioned it vesterday. 





LSO6 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Picxarp. The Abbeville Peanut case was about the first o| 
this group of peanut cases, that came to light. It was, of course, 
sheller loan shortage. 

The first we heard about it was that the debtor, the shelling cc 
pany, told the bank that it was unable to pay off its loan. The ba 
then called the note pursuant to our directions, at which time ther 
were still peanuts in storage as collateral for the loan. We took 1 
peanuts remaining in storage and sold them and applied the pr 
ceeds on the loan indebtedness. After crediting the proceeds o1 
note, there was still a deficiency and some warehouse receipts remaine: 
outstanding. At the same time or shortly thereafter the Complia 
and Investigation Investigation was requested. 

We made demand on the warehouse company that issued 
warehouse receipts as well as on the peanut company. We prepare 
the case for transmittal to Justice. The letter of transmittal was a 
tually signed and I carried the case to Justice personally and talked 
with Mr. Foley in the Claims Division of the Department of Justice 
about it. He suggested that rather than going ahead and suing t 
peanut sheller on the note on the matter, suing the sheller at that 
time, that he felt that the field warehousing company’s obligations 
on the warehouse receipts were clear, and if we insisted on payment 
by the field warehousing company, it undoubtedly, would pay off 

We notified the field warehousing company of the views of 1 
Department of Justice and had a series of conferences, on at leas’ 
two later occasions. one of which _— 

Mr. Correr. Without going into all of the details—— 

Mr. Prexarp. On three separate 

Mr. Correr. You did coordinate with Justice on that case? 

Mr. Prexarp. That is right. 

Mr. Correr. Do you not think that is a preferable method of doing 
it, to give the Justice Department an opportunity at. the time the cas 
is settled, that your civil aspects are closed, to give them an opportw 
to have their say, so that they can impose their judgment with respect 
to the equities of prosecution and so forth ? 

Mr. Pickarp. Not necessarily, sir. 

Mr. Correr. You would not say that? 

Mr. Picxarp. In that particular case it was a preferable method be- 
cause the case involved rather unusual circumstances. 

Mr. Correr. But each case stands on its own merits, does it n 

Mr. Pickxarp. That is right. 

Mr. COTTER. And each ense V he re there is prima facie evide 
crime and you are making a settlement, you of course, know t! 
is going to affect the prosecution later if prosecution is had, is t 
not correct ¢ 

Mr. Pick ARD. Well. I would not say there is prima facie e\ ide) 
crime in that case. 

Mr. Correr. Pardon? 

Mr. Pickarp. T would not say that there was prima facie ecice: 
of crime in that case. 

Mr. Correr. Let us take any case where there is prima facie evick 
of crime. Would you not say that it is the preferable procedur 
confer with the Department of the Government that is prima! 
responsible for the prosecution of these cases on an enforceny 
policy ¢ 
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Mr. Pickarp. Before we accept restitution, you mean / 

Mr. Correr. To have them in on the facts, yes. 

Mr. Pickarp. Not necessarily, no, sir. If the party comes in and 
offers full restitution it makes no difference in the trial of the cass 
whether we accept restitution or whether we do not. As long as there 
sa firm tender and full restitution is offered it seems to me that the 
effect in mitigating the offense is the same. 

Mr. Correr. Those are your views, Mr. Shulman / 

Mr. Suvu.tmMan. I agree. 

Mr. Correr. Yours, Mr. Hunter? 

Mr. Hunver. Yes. The charter of the Commodity Credit Corpora- 
tion specifically confers power upon the Corporation to compromise 
ind settle claims. I do not see any difference, so far as the resulting 
prosecution is concerned whether the payment is made to the De- 
partment of Justice or made to us directly, not a bit. 

Mr. Correr. You do not think as the result of this practice of your 
making the settlement without notifying the Department of Justice 
prior to any thoughts or consideration of prosecution that you may 
have had this rash of conversions ? 

Mr. Hunter. Not at all. Justice does the same thing that we do in 
that respect. 

Mr. Correr. Let us take the Everett grain case. I think that is at 
Vega, Tex., somebody by the name of Cook is the principal there. 

Mr. Hunter. Yes. 

Mr. Correr. Do you recall there was a shortage of about $285,000 
there, Mr. Hunter / 

Mr. Hunter. We filed suit for $264,928.25 with interest. 

Mr. Correr. I want to read a memorandum dated January 29, 1952, 
iidressed to ©, H. Moseley, Ac ting Director. PMA Commodity Offi 2, 
Dallas, Tex. Re the BK erett Grain Co.. Vega, Tex. 

Reference is made to your memorandum dated January 22, 1952, submitting 

consideration, an amended proposal received from subject concern for the 
ttlement of a claim by Commodity Credit Corporation approximating $285, 

representing the value of a shortage of Commodity Credit Corporation 

ned wheat stored for the account of Commodity Credit Corporation. The 

tlement involves a demand note furnished by a first lien on specific property 

th the understanding that the property listed will be sold by subject as soon 

s possible and the proceeds will be applied immediately in partial payment of 
the note 

It was also to be agreed that if the terms of the settlement be carried out by 

Everett, Commodity Credit Corporation would not call the note until August 

2 However, if the agreement is not fully complied with Commodity Credit 

poration would « 1 the ote imme liately You have recommended that the 

ended proposal of settlement be approved 

This proposal has been discussed with the Office of the Solicitor and during 
the discussion the statements made by you to Richard Moody of this office i 

phone conversation of January 17, 1952, were taken into consideration The 

of the Solicitor 


nion, with which I concur, that in view of the 


despread interest in this case no long-term settlement agreement should be 


red into with the warehousemal by Commodity Credit Corporation 
e® the procedures for handling these Spe inl cases ntemplate that the 
al attorney 7 efer both civ and criminal phases direct to the nited 
fes attorney as an emergency the settlement offer should be presented to and 
}upon by the United States attorney In the event, however, an immediate 
cash settlement is ter red by the warehouseman it shonld he ua cepted by 
Commodity Credit Corporation prior to referral of the case to United States 


attorney.” 
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Mr. Hunrer. To whom, by whom ¢ 

Mr. Correr. It is from John H. Dean to Mr. Moseley, director 
Dallas. 

There is a little bit more that I might read. 

The regional attorney should be requested to refer the case to the United Stat 
attorney, if this has not yet been done. If the case has been referred to | 
United States attorney the warehouseman should be advised that he should 
submit a settlement proposal directly to the United States attorney. 

The Office of the Solicitor advised that they would inform the regional attorn 
of their opinion in this case. 

There are attached the two letters dated January 14 from Kennet 
Cook of the Everett Grain Co. which were submitted with your me 
orandum. 

From that letter and some of the language in it I gather that 
there had not been the publicity and the widespread interest in 
you would have entered into a long-term settlement as it is characte) 
ized, and without referring it to the United States attorney / 

Mr. Hunver. I do not think so. Our office does not like the long 
term settlement. We advised against it in that case. If full setth 
ment could be made, all right. I suppose the terms of settlement are 
now in discussion or have been for some time past in the United 
States attorney’s office. 

Mr. Correr. Since that time it has been referred to the United 
States attorney ‘ 

Mr. Hunrer. Yes. 

Mr. Correr. Is there an indictment in that case ? 

Mr. Hunter. I do not think so. My memorandum here does not 
indicate that an indictment is, although it was referred for both civil 
action and criminal action on February 18. 

Mr. Correr. Is that not the case that last fall there was a settlement 
nearly consummated, and there was some publicity in the paper issued 
by Cook to the effect that he had a settlement until there was an 
investigation—he had a settlement with the Departihent of Justice 
until there was an investigation, and that pressure spoiled it ? 

Mr. Hunter. I donot recall anything about that. 

Mr. Suvutman. Iam not aware of that publicity. 

Mr. Correr. Such an article I recall was in the Wall Street Journal. 
You are not familiar with it? 

Mr. Suutman. No, sir, I rarely read the Wall Street Journal. 

Mr. Correr. Well, this was a conversion, was it not, involving about 
a quarter of a million dollars? 

Mr. Hunter. Yes. At least, we sent it for consideration by the 
United States attorney in both the civil and criminal aspects. It 
appears that the United States attorney requested additional invest! 
gation in order to obtain information to support the criminal action. 

On April 17, 1952, there was a conference on the civil aspects of 
this ease to be held in the United States attorney’s office. The attorne: 
for the elevator advised that an offer of settlement would be submitted 
within the next few days. 

Mr. Correr. When was that? 

Mr. Hunrer. April 17. 

Mr. Correr. Of this year’ 

Mr. Suutman. Yes. 

Mr. Hunter. Yes. 
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Mr. Correr. Do you have the settlement negotiations back in 1951 
and the reason why they were upset / 

Mr. Hunter. There is nothing in my file here on it, on a settlement 
negotiation in 1951. 

Mr. Correr. In the Plains Grain case 

Mr. Hunter. As a matter of fact, there was wheat stored here in 
1949, 1950, and 1951. 

Mr. Correr. I did not understand you, Mr. Hunter. 

Mr. Hunrer. The wheat involved was stored in the 3 vears of 
1949, 1950, and 1951. 

Mr. Correr. Well, in the Plains Grain case, Herman Dawson, there 
was testified, received—do you have the Dawson case ‘ 

Mr. Hunter. Yes. 

Mr. Correr. I think there ts a shortage there of conversion of ap 
proximately half a million dollars. 

Mr. Hunter. Four hundred and some thousand. 

Senator Kem. Where does that case arise? 

Mr. Correr. That is in the Dallas area. It was at Fort Worth. 

Mr. Hunter. They were at Fort Worth, Tex. 

Mr. Correr. In the Plains Grain Co. case 

Senator Kem. The Dawson Grain Co. ¢ 

Mr. Correr. It is the Plains Grain Co. 

Mr. Hunter. Dawson was the owner or the manager. 

Mr. Correr. In that case there was testimony to the effect that a 
certified check for half a milhon dollars or $450,000, I forgot which. 
vas tendered your regional attorney in settlement of that case and 
he refused it. 

Can you distinguish bet ween the two cases ? 

Mr. Hunter. Yes. I heard about that statement through Mr. Bach 
man, an investigator for the C. and I He was up here. 

Mr. Correr. I think Mr. Dawson confirmed such a statement. 

Mr. Hunrer. At any rate, Mr. Bachman came down to the office 
after testifying up here and told us about it. He said he had spoken 
to you about it before he testified and had told you the circumstances. 

We then telephoned our regional attorney in Dallas and asked him 
for an explanation. I would like to read his letter, if you do not 
mind. 

The Cuamman. Will you read it a little louder? 

Mr. Correr. Or give us the substance of it. 

Mr. Hunrer. I think that you would like to hear all of it. [Read 
g:| 
APRIL 23, 1952 
Mr. Epwarp M. SHULMAN 
Deputy Solicitor, Office f the Nolicitor 
Washington, D.C 

Drar Mr. SHULMAN: In your telephone call today you stated that Herman 
Dawson on yesterday testified before the Senate Committee on Agriculture and 

restry to the effect that Clarence Viault at Los Angeles had tendered to me 

heck in the amount of $450,000 as a full discharge of his (Herman Dawson's) 

vil liability to Commodity Credit Corporation The facts in connection with 

Is matter are as follow 

(nm the evening preceding the beginning of the trial—that is, the criminal 

al of Herman Dawson in Amurillo—I was eating dinner in the restaurant 

the Herring Hotel As I now reeall, I was seated at a table with Latham 
*, former Director of Commodity Credit Corporation here in Dallas, whe 
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was in Amarillo as a subpenaed Government witness. Clarence Viault, who 
also in Amarillo as a witness for the Government, came to our table and start: 
telling me how much he thought of Herman Dawson and what a fine fellow ) 
was. I told him that he might be correct about Herman Dawson’s persona 
but the fact remained that he had converted a large amount of Commodity Credit 
Corporation grain. 

Viault, who is loquacious by nature and seemed to be feeling particularly ¢ 
at the time, made the statement that he had in his pocket a blank cas! 
check on a Los Angeles bank and that he would fill it out to discharge Daws 
civil liability provided criminal charges against Dawson were dropped 

I was told by Harry Solomon, who was in the restaurant, that the any 
of Dawson's liability to Commodity Credit Corporation with interest was ay 
imately $450,000. I told Viault that the matter was in the hands of the Dep 
ment of Justice; that I was satisfied that Mr. Potter, who happens to be 
United States attorney, would not consider dismissing the criminal charge 
though the civil features of the case were discharged 

Viault did not tender any check to me. He never showed me the check 

We had some experience with Mr. Viault in the Meekins case. I was satis! 
that he was bluffing and he would not have discharged Herman Dawso 
liability under any circumstances. As a matter of fact, I did not treat 
whole incident too seriously 

Mr. Potter, the United States attorney, agreed with my attitude towurd t 
matter when I later related the incident to him. 

[I saw Mr. Viault frequently in Amarillo during the following days of 1 
trial, and he at no time reiterated the statement which he made to me. 

WILLIAM F FARRELL, 
Regional Attorney 


Mr. Correr. I think that is a satisfactory explanation. 

Are you familiar with the Kingston Farmers Exchange, Inc., 
Kingston, Ohio? 

Mr. Hunver. Yes, sir. 

Mr. Correr. There appears to have been about 50,000 bushels of 


wheat shortage, worth about $111,000. My notes reflect that the short 
age was discovered on October 16, 1950; that the case was referred to 
the regional attorney on February 28, 1951, and that it was not referred 
to the Department of Justice until January 15, 1952. 

Can you explain the lapse from October 1950 to January 15, 1952 
on this $11 1.000 conversion case ¢ 

Mr. Hunver. There were frequent—— 

Mr. Correr. At least, from February 28, 1951, when it was referred 
to your regional attorney ‘ 

Mr. Hunver. Yes: we have a note here, referred on March 1, about 
the same time. Regional attorney requested some additional doc: 
ments, and they were received on April 2, 1951. We then advised, o 
June 5, 1951, the Commodity Credit office to cancel the Uniform Gra 
Storage Agreement. There were then conferences with Mr. Reynolds, 
operator of this company, which continued for some period looking 
toward a settlement of this case. 

These conferences dragged along for some little time, and then 
finally fell through because the Department would not accept his offers 
which were not in full settlement. Where upon the case was referred 
to the Department of Justice. 

It seems that the regional attorney, Mr. Gallagher, in Chicago, also 
had some little doubt about the willfulness of this conversion. 
as vou know, willfulness is an essential ingredient. 

Mr. Correr. You study that phase a great deal before you refel 
to Justice / 


Mr. Hunrer. We have to. 
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Mr. Correr. Might it not appear that you were trading with a 
possible converter for almost a period of a year before referring it 
to the Department that is primarily responsible for prosecutions in 
such matters ¢ 

Mr. Hunrer. I do not think so. I think they are still considering 
offers in the United States attorney's ollice about the same matter. 

Mr. Correr. I am sure that the Government would be interested 
in getting back its money, but it would appear that your negotiations 
were entirely divorced from any considerations of criminal prosecu 
tion: might it not ¢ 

Mr. Hunrer. We referred it to the United States attorney now for 
both civil and criminal. 

Mr. Correr. A year later, when you could not collect ( 

Mr. Hunrer. Sure. A civil suit was filed on January 16,1952. The 
case Was presented to the grand jury on February 21, 1952. And the 
three officers—two of the officers of the company were indicted for 
conversion on Mareh 5, 1952. 

Mr. Correr. Apparently, the grand jury did not have the problem 
of the willful intent that your solicitor’s office did. 

Mr. Hunver. We had to figure out when we presented it to the 
United States attorney. We tried to show that there was willfulness. 
You take these peanut cases, for instance. 

Mr. Correr. We spent the morning on the peanut cases. Let us go 
on. We havea lot of other cases here. 

Mr. Hunrer. We have them all. 

Mr. Correr. Let us go to the Page Bean & Warehouse Co.. of 
Denver. Colo. You had a shortage of 68.000 hundredweight, worth 
$57,000, it might appear, of beans. 

Mr. Hunter. $67,754.87. 

Mr. Correr. I have a note here that would indicate that the shortage 
was discovered on November 9, 1950. Do vou confirm that ¢ 

Mr. Hunrer. We learned from our regional attorney at - 

Mr. Correr. It was referred to your regional attorney on January 
93, 1951. 

Mr. Hunter. Just a minute. Our regional attorney at Denver, 
Judge Paul, learned of this shortage on January 10, 1952, through a 
conference. 

Mr. Correr. 1952? 

Mr. Hunrer. January 10, 1952. Is that right? There must be 
something wrong with your information. We referred it to the 
United States attorney—discussed it with the United States attorney 
immediately and referred it to him formally on the 21st, the same 
month. 

Mr. Correr. Of what year ? 

Mr. Hunrer. The same year. 

Mr. Correr. Pardon ? 

Mr. Hunter. The same year. 

Mr. Correr. What year? 

Mr. Hunver. January 21, 1952. 

Mr. Correr. I have a write-up which the Department or the PMA 
or the Commodity Credit Corporation has furnished us which indi- 
cates that it was referred to the regional attorney on January 23, 
1951: that it was discovered on November 9, 1950. : 

Mr. Hunver. That seems to be wrong. 





1IS12 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Correr. That it was not referred to the Justice Departin 
until January 21, 1952. 

Mr. Hunver. That is wrong. The dates I have given you seem t 
be the correct ones. 

Mr. Correr. These were given to us as official dates. 

Mr. Hunrer. I am also giving them to you as official dates. 

Mr. Correr. I think that we had better check it, rather than }, 
have it labeled, your dates, as correct, and these others, the records. 
as incorrect. Would you be kind enough to check that and give 
the correct figures on it ¢ 

Mr. Hunrer. I have a report here from the regional attorney 
Denver dated January 24, 1952, entitled “Summary of Facts and 
Developments in Regard to the Page Bean Warehouse Co., Denve: 
Colo.” The situation involves a shortage of beans to meet the «i 
mands of Commodity Credit Corporation; and other claimants ca: 
to our attention—that is, our office there—on January 10, 1952, whe: 
a conference was held in Denver with Mr. John Cowan, of the Co: 
modity office in Kansas; Glen Page, and his attorney, Merrill Knight 
Two conferences were held with these men and with the major cred 
tors within the next few days. A complete audit and investigatio: 
was instituted by the Office of Compliance and Investigation, whi 
began on January 14, 1952. 

Mr. Correr. Would you be kind enough—— 

Mr. Hunrer. We have discussed the matter set forth above 
formally with the United States attorney, and on January 21, 152. 
referred the matter to the United States attorney formally by lette: 
recommending that civil and criminal action be taken as is deemed 
warranted. There were a lot of other facts in here that I will not 
go into. 

Mr. Correr. I have been relying on these records submitted to mi 
by Mr. Kruse’s office. Would you be kind enough to verify as t 
what the correct date is on it? 

Mr. Hunrer. The only way we have of verifying is just what I ha 
read to vou. I will take it up with them. 

Mr. Correr. They seem to have a different set of figures. It is n 
impossible. We just read the Kingston case that fitted a sin 
pattern. 

(re vou familiar with the Frankfort Grain & Feed Co.. of Fra: 
fort, Ind.? That seems to be a handling-contract case, where the 
a claim of $25,000 for corn. I have a note that the shortage was 
covered on February 21, 1951: that it was referred to the regio: 
attorney May 4, 1951, and that it was referred to the Department o! 
Justice on January 15, 1952. 

Mr. Hunrer. Referred to the United States attorney January 
1952, for civil and criminal action. The progress report on this 
our office indicates that on July 11, 1951, the Commodity Credit offic 
requested an opinion. On August 15, 1951, the case was formal! 
referred to the regional attorney, Chicago. 

Mr. Correr. When, what date? 

Mr. Hunver. August 15, 1951. 

Mr. Correr. We have May 4. You do not have any date corr 


sponding with that ? 
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Mr. Hunter. No. Between this date and the date of referral to 
the United States attorney various conferences were held; a personal 
investigation was requested and made. On March 6, 1952. a further 
investigation was requested. There seems to be a dispute here as to 
some of the figures between the parties. 

Mr. Correr. There was no doubt about the willful intent in this 
case ¢ 

Mr. Hunter. Beg pardon? 

Mr. Correr. There was not the problem over willful intent; that 
was not the problem that held it up? 

Mr. Hunrer. The United States attorney and the Department of 
Justice have agreed to defer presenting the case to the grand jury 
until September 1952. The defendant contests the Government’s 
figures on the amount of the shortage. That is all I have right here 
in this short résumé. 

The CuHamman. Mr. Cotter, may I point out that in the Page Bean 
& Warehouse Co. case, of Denver, Colo., on page 2, the date mentioned 
by the judge is correct, January 10, 1952, wherein it was referred. 

Mr. Correr. These are supposed to be continuing sheets. Maybe 
Mr. Underhill can straighten that out. 

The CHatrrmMan. The statement shows that the shortage became 
apparent just before January 10, 1952, and that it was then taken up 
with the regional attorney on the date which corresponds to the one 
cited by Judge Hunter. 

Mr. Corrrer. There may be a mistake in the figures some place. 

The CHairman. It is apparent. 

Mr. Correr. Are you familiar with the Charles Ray Warehouse, 
Sycamore, Ga.? I think the amount of the claim is approximately 
$45,000 and consists of conversion, false billing, and so forth. 

Mr. Hunrer. Mr. Pickard, who is particularly familiar with this 
case, can reply. 

Mr. Correr. [t also is indicated that the Compliance and Investi- 
gation report in this case was dated March 17, 1950, and that it was 
not referred to the Justice Department until January 29, 1952. 

Do you have any explanation as to the delay of nearly 2 years after 
the Compliance and Investigation report was issued in referring this 
criminal case of $44,500 ? 

Mr. Prckarp. On May 15, 1950, according to our records, after the 
investigation report was made, the investigation report was submitted 
to our office and a request was made for a legal opinion as to whether 
there was enough evidence to support either criminal or civil action. 

Mr. Correr. The question was of willful intent 

Mr. Prcxarp. That would be one of the questions involved; yes. 

On June 19, 1950, we wrote an opinion to the Fiscal Branch, Pro- 
duction Marketing Administration, stating that the evidence appeared 
sufficient to submit the case to the Department of Justice for criminal 
prosecution. 

Mr. Correr. That was in June of 1950? 

Mr. Pickarp. June of 1950; yes,sir. However, some additional doc- 
uments were necessary. 

On November 22, 1950, the Fiseal Branch of Production Marketing 
Administration requested both civil and criminal action in this case. 

On January 15, 1951, we requested the Fiscal Branch to furnish cer- 
tain specific documents and files which were not included in the inves- 
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tigation report and additional photostat copies of all of the false 
drafts and other documents required for the action. 

On March 23, 1951, the Fiscal Branch furnished the files and do 
ments that we had requested. 

I might point out that shortly thereafter the particular attorne, 
who was handling this case and several other peanut cases unfortunat 
ly left our office, and this case and several others were reassigned to ne 
at a time when I had so much work that it was very difficult to get to 
all of them promptly. 

I went ahead and transmitted several of them over to the Justice 
Department and, at that time, reviewed this one, which was very cor 
plicated, and it was clear to me that the summary of the case did no 
agree with the evidence. 

Mr. Correr. Your summary / 

Mr. Pickarp. The summary that the other lawyer had prepare: 
in rough draft form. 

Mr. Correr. What other lawyer—the lawyer in your Department ? 

Mr. Picxarp. The lawyer who left. Also there was certain informa 
tion in the file concerning a possible settlement between the debtor ani 
the GFA Peanut Association. I informally requested the Fiscal 
Branch to obtain information with respect to that, which they 
furnished. 

On January 29, 1952, the matter was referred to the Department of 
Justice for appropriate criminal and eivil action, 

Mr. Correr. You had not been able to make a collection in this case ? 

Mr. Prexarp. No, sir. 

Then it was referred to the United States attorney and all parties 
involved were indicted on February 22, 1952. 

Mr. Correr. After you referred it, then there was about a 22-day 
lapse before an indictment was returned ¢ 

Mr. Pickarn. That is right. And the reason for the speed, of course, 
was the statute of limitations which was running out in view of thi 
Supreme Court decision in the Smith and Daley cases, which were 
rendered in January. 

Mr. Corrrer. Mr. Hunter, would you say that this case characterizes 
strong enforcement policy as administered in your Department ¢ 

Mr. Hunter. I do, emphatically. I do not think there is anywhere 
in the Government where cases are handled any more expeditious!) 
than in our office, notwithstanding the backlog that we suffer under 
all of the time. 

Mr. Correr. Is this one of the cases that was of lesser importance 
and you had to give other cases 

Mr. Hunrer. I do not think that the case was ever regarded as of 
less importance. Right from the beginning we regarded it as having 
criminal aspects, simply a question of implementing the case. 

Mr. Correr. If you had effected collection would you have consid- 
ered it so important from a criminal point of view ¢ 

Mr. Hunrer. Yes, indeed. 

Mr. Correr. You would ¢ 

Mr. Hunrer. Yes. That was a different type of case from some of 
the others you find. 

Mr. Correr. Let us take a different type of case. Let us take the 
Page Milling Co. case. 
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Mr. Pickarp. Would you be interested in an explanation of why 
‘his was different from some of the other cases ? 

Mr. Correr. Well, if it bears on the prosecution and the delay of 
» years. 

‘The Cuairman. If it bears on the delay. 

Mr. Correr. I do not know as we are interested in the ramifications 
or the details of your peanut-program operation. 

Mr. Prckarp. It certainly bears on the delay in prosecution. There 
were other peanut cases. You have picked out the Charles Ray Ware- 
house Co. case. There was the A. A. Corry case along about the same 
time Which, fortunately, we were able to handle faster than the Charles 
Ray case. Of course, you have pic ked out the cases in which the delay 
was longest in handling for various reasons, but there were other cases 
which were being handled right along together which we were able 
to get to Justice quicker 

They all had equal priority, but you cannot handle them all at the 
came time. 

The Charles Ray case, like the Corry case, involved a number of 
false drafts that were drawn on the Commodity Credit Corporation 
for nonexistent peanuts, and we certainly would have referred that 
for criminal action, even if the debtor had come in and made restitution. 

Mr. Correr. There is a Benit case in Dallas. I think the facts re- 
lected that an employee of the Dallas agency or the regional office of 
the Commodity Credit Corporation was taking bribes or taking regu- 
lar monthly payments from some warehouse. The Steven G. Benit, 
Jr. case. Are you familiar with that, Mr. Hunter / 

Mr. Hunter. That name strikes me familiarly; that is about all 
| can remember about it. It was a personnel case, I think, and I do 

ot know what has happened to him. 

Mr. Corrrer. B-e-n-1-t. 

Mr. Hunrer. That is the only thing that I can recall about that 
ase is that it is a personnel matter and handled accordingly. 

Mr. Correr. Pardon? 

Mr. Hunrer. The only thing I can recall, the name strikes me as 
being a personnel case. 

Mr. Correr. It is. 

Mr. Hunrer. Is it? 

Mr. Correr. Yes. Benit had been paid over $1,000 by a warehouse 
man down there and he was the head of the Processed Food Unit of 

e Storage and Maintenance Section in the Transportation and 
Warehouse Division in the Dallas office. There was a C. and I. inves- 

gation in September 1950. It occurs to me that his acts would have 
been a crime, and, under the set-up which you had, would have been 

referred to your office. And it does not appear that the matter was 
referred to Justice until nearly a year later, in August 1951. 

I think we have testimony here that he h: id been permitted to resign 
ind had not been fired, and was employed by another agenc y of the 
Government. 

Mr. Hunrer. I think OPS. 

Mr. Corrrer. OPS, that is right. 

Can you tell us why there was a delay of a year between the C. and I. 
nvestigation and the referral of the matter to Justice / 





ISL6 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Hunrer. I cannot. I do not have the data. I ean get it 
you. We have not brought personnel cases along with us. You 
it goes into another division in my oflice. 

Mr. Correr. You mean the solicitor’s office does not handle this 

Mr. Hunrer. Oh, yes. It goes into another division of my office 

Mr. Correr. Not the men you have with you here today ? 

Mr. Hunrer. Yes. 

Mr. Correr. Will you get that and furnish it to us? 

Mr. Hunrer. Yes. 

Senator Kem (presiding). What case is that 

Mr. Correr. The Steven Benit case. 

Senator Kem. We have had testimony about that before. He 
put on the pay roll at $150 a month, somebody doing business \ 
the Government. 

Mr. Correr. That is right. 

Mr. Hunrer. | remember something about the case. I think i 
gone into before the Whitten committee. 

Mr. Correr. That is right. It appeared to be in the nature of 
bribe. 

Would you characterize this case, this Benit case, that it wo 
reflect a strong enforcement policy of your office where there was 
lapse of a year that occurred in a simple bribery case of one of y: 
own personnel ¢ 

Mr. Hunvrer. Mr. Cotter 

Mr. Correr. Before referring it to Justice? 

Mr. Hunvrer. I have to know when the case was referred to ou 
office, and I just do not know. Maybe you have it. 

Mr. Correr. All that we have is that the C. and IL. report is date 
September 1950, and that it was referred to Justice in October 1950. 

Mr. Hunrer. I do not know when it was referred to our oftice. 

Mr. Correr. No; I am sorry. The report was on October 15 
and it was referred to Justice in August 1951. 

Senator Kem. What disposition was made of it? 

Mr. Correr. I do not have that. I was hoping that I would get 
from the solicitor. 

Mr. Hunrer. We have the information, but I just do not hav 
with me. 

Mr. Correr. Are you familiar with the Page Milling Co. of Lu 
Va.? 

Mr. Hunrer. Yes. 

Mr. Correr. My notes reflect that the C. and I. report was dated 
November 30, 1950, and that it involved a wheat shortage, or a con- 
version, and that on January 25, 1951, the Commodity Credit Cor- 
poration claim was fully satisfied by the payment of $39,960.99, a 
cashier's check, and a $4,000 credit for storage charges. 

The case at that time, that is, January 25, 1951, was referred to the 
regional attorney for possible criminal prosecution. 

That on March 6, 1951, the regional attorney wrote the Solicitor 
recommending the case against the Page Milling Co. not be prose- 
cuted. 

He apparently rested his reasons on the ground that the president of 
the corporation, W. M. Roudabush, had no knowledge of the wrong- 
doing and personally raised all of the money to pay off the claim. 
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In June 1951, Solicitor Shulman concurs with the regional attor- 
ney that there be no prosecution, but there is a memorandum of 
George E. Cooper—is he also in your office ? 

Mr. Hunter. Yes. 

Mr. Correr (continuing). Suggesting further consideration be 
given to the prosecution of Harnsberger—he has appeared here—he 
sthe treasurer, I think. 

In July of 1951 a new uniform grain storage agreement was executed 

th Page Milling Co., with the approval of the Solicitor, and there 
were numerous inquiries between July and January of 1952 from 
C. and IL. to the Solicitor as to what criminal action would be taken, 
if any. And on January 15, 1952, Mr. Shulman referred the case 
against Harnsberger to Justice. 

Isthat correct, Mr. Shulman ? 

Mr. Savutman. I think the report before you needs clarification in 
several respects. 

Phis case was referred to the regional attorney on January 31,1951. 

Mr. Correr. I think I said the 25th. 

Mr. SuHutman. Mr. Rainey, Director of the Atlanta Commodity 
oftice, referred the case to the regional attorney on Jar uary ol, 1LVdL. 
\t that time full settlement had been made by Mr. Roudabush. 

Mr. Correr. You suggest—— 

Mr. Suviaan. With Mr. Roudabush, who was the president of the 
company and who was ill and had been in Florida during the time 
when the defalcations occurred. 

Mr. Correr. You suggest that your office was not called in on the 
ettlement it was cone at the (¢ ‘ommodity office level: is that correct ? 

Mr. Suvitman. Our files reflect the fact that our regional attorney 
did not vet the case until after the settlement was made. Our re- 
fol al attorney recommended a screening of the case as to the Page 
Milling Co.. and he assigned— 

Mr. Correr. He recommended against prosecution, did he not? 

Mr. SHULMAN. A screening of the cause as against the Page Milling 
Co. He recommended that we not prosecute the Page Milling Co. 

Mr. Correr. Does screening and recommendation of no prosecu- 
tio} become synonymous in your mind ¢ 

Mr. Suutman. The regional attorney recommended that the au- 
thority that we had received from the Department of Justice to screen 

Mr. Correr. Be employed ¢ 

Mr. SuvuLMan (continuing). Be employed. 

Mr. Correr. And he recommended that there be no prosecution ? 

Mr. SHutman. Yes. He submitted to us a proposed “screening” 
memorandum in which he recommended that the Page Milling Co, not 
be prosecuted. At the time the memorandum— 

Mr. COTTER. He also recommended that Mr. Roudabus! 
prosecuted ? 

Mr. Sin pMANn. That Mr. Roudabush not be prose uted. ) 
know that Mr. We | made any specific recommendation on R muda 
bush, but the facts as indicated by his summary were that Mr. Rouda 
bush, who was the president of the company, had the controlling 
nterest in the companys he had bought two thirds oT the steel] 
had raised money to make the settlement—had been out of town and 
apparently had not party ipated in the conversion in any way. 
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Mr. Correr. Is that what your investigation report reflected ¢ 

Mr. Suvutman. Our investigation report contained no reliable 
dence that Roudabush participated in the defalcations. It contain 
evidence that Mr. Harnsberger was in complete charge of the oy 
tions of the milling company during the period the shortage occur 

We agreed with our regional attorney that the case ought to | 
screened, as to the Page Milling Co. 

Mr. Correr. By screening you mean—— 

Mr. SuutmMan. We agreed that we—— 

Mr. Correr. No prosecution ¢ 

Mr. Suvutman. We should not recommend prosecution as to 
Page Milling Co., but, at the time I signed that screening me: 
randum, there was included in the file our view that criminal pros 
tion be considered with respect to Mr. Harnsberger. 

Mr. Goopman. You will find a memorandum which made no n 
tion of Mr. Harnsberger. Mr. Cooper made a statement just to ke 
the record clear. 

Mr. SuutmMan. We want the record to be perfectly clear, sir, | 
the fact is that when that memorandum came in to me it came in to | 
initialed by Mr. Cooper; it was accompanied by a memorandum fro 
him that clearly indicated; and I, by discussion with Mr. Cooper, Wa 
informed that awe were going to continue to look at the case w 
respect to criminal prosecution of Mr. Harnsberger. Both of tl 
memos came in to a4. at the same time. 

We made one change in the screening memorandum. The scre 
ing memorandum contained a statement to the effect that the Corpora 
tion had determined that it would not enter into a new uniform gra 
storage agreement with the Page Milling Co. Mr. West later got 
touch with us and said that if we were not going to recommend crin 
inal prosecution as to the Page Milling Co. that the Corporation wor 
enter into a new agreement with the Page Milling Co. The Corpo: 
tion did so enter into that agreement. We did not approve it. W: 
did not disapprove it. The action by the Corporation was an tii 
pendent action in which our office did not participate. 

Mr. GoopMan. So that your memorandum was in the same fo 
as your regional attorney’ s memorandum exc ept that it deleted a para 
graph which said that the Page Milling Co. facilities would no longe 
be used: is that correct ? 

Mr. Suvutman. Yes, it was the same. And the whole memorand 
spoke of the Page Milling Co. It did not mention Mr. Harnsberg: 
It did not mention him in any respect at all. Our only decision wa 
not to prosecute the company. 

The case was subsequently sent to Justice with the complete inves 
tigation report, together with our statement of our view that thi 
investigation report did not appear to warrant prosecution of any of 
the other officers of the company, particularly Mr. Roudabush. 

Mr. Correr. I want to come to that. I think I have indicated t! 
on January 15, 1952, that you by letter of transmittal transmitted 
case to the Justice Department ? ¢ 

Mr. Suu_man. That is correct, sir. 

Mr. Correr. And I would like to read from page 4 of that lette 
the top paragraph— 


+} 
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Mr. Roudabush was out of the State because of illness during the period in 
volved, Was ignorant of the facts and circumstances concerning the shortage 
of the wheat. And upon being informed of Commodity Credit Corporation 
claim immediately discharged Mr. Harnsberger and bought his stock and raised 
the money with which the company made full restitution, Nor does it appear 
that the other officers knew or participated in the conversion of the wheat by Mr. 
Harnsberger. Criminal prosecution of the company or the other officers, there 
fore, does not appear to be warranted, but it is recommended that criminal 
prosecution be instituted against William Harnsberger. 

Mr. SuHutmMan. That is right. . 

Mr. Correr. What was the source of your information that you 
based that statement or the statements that you made in that para- 
graph upon, Mr. Shulman? Did you get them out of your C. and I. 
report 4 

Mr. Suutman. I believe we did. 

Mr. Houske prepared it, and can give you a vetter explanation than 
| can. 

Mr. Hunter. I do not believe he has been sworn. 

Senator Kem. Raise your right hand. You solemnly swear to tell 
the truth, the whole truth, and nothing but the truth, so help you God ¢ 

Mr. Housxe. I do. 


TESTIMONY OF HAROLD A. HOUSKE, OFFICE OF SOLICITOR, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Correr. Give your full name. 

Mr. Houske. Harold A. Houske. 

Mr. Correr. You are an attorney in the Solicitor’s office, Depart- 
ment of Agriculture ¢ 

ir. Houske. Yes, sir. 

Mr. Correr. I think that my question is, What is the basis of this 
statement in your letter, Mr. Shulman, that I have read ¢ 

Mr. Houske. First of all, from the standpoint of the investigation 
report, there is no evidence in that investigation report or any state- 
ment in that investigation report which would tie in any of the other 
officers of the corporation as to knowledge or participation in that so 
called conversion by Mr. Harnsberger. There is the unsupported 
statement of Mr. Harnsberger in that investigation report in which, 
as | remember it, he said something like this: that the other officers were 
aware of the fact that they would have to continue milling grain. 

Mr. Correr. Would you like to read that to me ¢ 

Mr. Hovske. I cannot find that statement of Mr. Harnsberger. 

Mr. GoopMan. I think we have it. It isin the record. | Reading: | 

\ll officers of the company were fully cognizant of the situation and, what 
seemed to be an only alternative, jointly and collectively agreed that milling 
operations would be continued. Such a course entailed the use of wheat stored 
for Commodity. 

And I believe in another place in the testimony—it might take me a 
minute to find it—he testified that there was a stockholders’ meeting 
at which all officers of the corporation were aware of the conversions. 

Mr. Correr. There is that in your investigation report ; is that right ? 

Mr. Hovusxe. The material quoted from the investigation report. 
That is all, nothing more. 

Mr. Correr. Did your investigators interview any of the other 
officials ? 
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Mr. Hovusxe. So far as I can see from this investigation report, | 
interview was conducted with respect to Mr. Harnsberger. 

Mr. Correr. Then, the positive statement from Mr. pemabere: 
that you had would indicate that all of your officers were implicat: 

Mr. Hovske. That is not all of the information upon which tl 
conclusion was based. There is also the statement from Mr. Rai: 
in his transmittal letter to the regional attorney. Then, on top « 
that. there is also a letter from Mr. Roudabush. 

Mr. Correr. What was the basis of Mr. Rainey’s statements? 

Mr. Hovuske. You would have to ask Mr. Rainey, sir. I do 
know. 

Mr. Corrrer. Was not it all based on the letter, the volunteered | 
ter of Mr. Roudabush that he wrote in? 

Mr. Hovsxe. That I do not know. 

Mr. Correr. Do not your records reflect that? 

Senator Kem. Was the ultimate result reached here that nobody 
was prosecuted ? 

Mr. Hovsxer. No. Mr. Harnsberger was indicted, and, 
member it, he pled guilty. 

Senator Kem. And was convicted ? 

Mr. Houske. He pled guilty and was fined. 

Mr. SHutMaAN. The entire investigation was in the hands of 
i"nited States attorney. He was fully free to proceed against 
body. As a matter of fact, as I understand it the United Si 
attorney was required to do so if he felt a crime was committed. 

Senator Kem. This so-called screening process resulted in a c 
billof health for all of the others; is that it ? 

Mr. Hovusxe. No: it did not. 

Mr. (,OODMAN.,. You recommended ho criminal prosecution Ag 
the Page Milling Co.? 

Mr. Suvutman. Our recommendations are not bindi YF on the D 
partment of Justice or the United States attorney, both of whon 
this file. If there had been any criminal violation by the ot! 
concerned, I am sure that they would have proceeded against t! 

Mr. Goopman. In your letter to the United St: ates attorney, w! 
[ would like to point out to you, was written some 7 months after ) 

‘reening process—it was in January 1952, and the case was scr 
in June 1951, as you call it—you state quite definitely: “nor « 
it appear that the other officers knew or participated in th: 
version of the wheat by Mr. Harnsberger.” 

Mr. Houske said that it was an unsupported statement, but yo 

‘. and I. investigator, whom I am sure was free for discussion to v 
at the time, stated in testimony before this committee (reading) 

Mr. Corter. Do you have any reason to believe that statement [of Har 
berger’s] is not correct? 


And Mr. Hicks, who was the C. and I. investigator. said: 

No, sir; I do not. 

Mr. Housxe. We were commenting on the evidence as it appeared 
to us in that file. 

Mr. Hunter. The Department of Justice has asked us in every 
case that we referred to it, be it criminal or civil or what not, to mak 
the recommendations which we think should be made, and they 
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upon them according to their own judgment. That is what we did in 


his case. 
Senator Kem. Your judgment is no better than your information: 
and, if you did not have the information about the stockholders’ 
meeting, how could you reach an intelligent judgment about the 
matter ¢ 

Mr. Hunter. We felt that Mr. Harnsberger very naturally, under 
the circumstances, tried to say that everybody else in the company 
knew about it. Iremember reading a ne wspaper account after he pled 
cuilty—*Well, - rybody else knew about it, too.” 

Senator Kem. As I unde ‘stand it, no effort was made to interview the 
witnesses present a this stockholders’ meeting, to determine whether 
they did know about it or not. 

Mr. Hunrer. If the Department of Justice disagreed with the rec 
ommendations we made, they could have ordered another investiga- 
tion if they felt it was necessary. 

Mr. Corrrer. They were relying on you. 

Mr. Hunrer. Oh, no; they do not. 

Senator Kem. You have this screening process. 

Mr. Correr. Screening. 

Mr. Hunter. We did not screen Harnsberger. 

Mr. GoopMaNn. Would it not have been very difficult to order another 
investigation approximately 2 years after the conversions took place? 

Mr. Hunrer. Not at all. 

Mr. GoopMan. You do not think so? 

Mr. Housxke. 1 would like to say in that regard on the evidence 
as a Whole, if I may, that all of the records, the applications for the 
Uniform Grain Storage Agreement, the bonds, the Uniform Grain 
Storage Agreement itself, all of the correspondence, were all signed 
by Harnsberger. Harnsberger himself admits in his statement, which 
I think you have, that he was the one that had control of the complete 
milling and operation of that elevator. 

Mr. Correr. We are not disputing that. 

Mr. Housxe. We have evidence that would tie in Mr. Harnsberger, 
tying him into that, that he participated in and controlled and was 
the one that operated the company during that conversion period, 
but we had nothing— 

Senator Kem. The rule of facit per alium facit per se would apply 
if the stockholders authorized Harnsberger to carry out this illegal 
enterprise. They are certainly liable with him. 

Mr. Correr. Are you familiar with the fact that Mr. Harnsberger 
appeared here at this hearing and made the same statements, and 
no one came up to dispute him? 

Mr. Suutman. No; I do not have it. 

Mr. Correr. And the same Mr. Hicks testified here that he had no 
evidence that the other officers were not involved ¢ 

Mr. Suutman. Was there any evidence that they were, except Mr. 
Harnsberger / 

Mr. Correr. Yes, Mr. Harnsberger’s statement. 

Senator Kem. Mr. Harnsberger’s statement, you say, is unsup- 
ported; but apparently the other material witnesses were not inter- 
viewed to see whether they would support it or not. Is that not 
right ? 
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Mr. Suvuitman. Certainly the president of the company made a 
statement. I think he put in writing his statement to the effect tha: 
he had no knowledge of this; that he was in Florida at the tim 
took place. I think Mr. Houske—correct me if I am wrong 

Senator Kem. They must have had a quorum present at the stock 
holders’ meeting. 

Mr. Suvutman. If there was any such stockholders’ meeting, t! 
must have had. 

Senator Kem. Was there any effort made to find out whether M; 
Harnsberger was lying when he said there was? 

Mr. Suviman. The investigation report does not indicate. 
Senator Kem. Does the investigation report indicate that perso 
alleged to have been present at the stockholders’ meeting were inter 

viewed / 

Mr. SuvutmMan. No; it does not. 

Senator Kem. Does it indicate that the minutes of the stockholders’ 
meeting were examined ¢ 

Mr. Suvu_man. I do not believe it does. 

Mr. Hovuske. No; it does not. 

Mr. Suutman. All it contains—— 


Senator Kem. Is that not something as a lawyer that you would 
investigate before recommending no prosecution against the other 


persons involved ¢ 

Mr. Hovuske. There was no condition in that letter that the prose 
cution not be carried out against those people. We just said on the 
basis of what evidence we had there that prosecution would probably 
not be warranted. 

Senator Kem. There is no dirt under a rug when you have not looked 
under it. It is like saying that. 

Mr. Hovuskr. You have to have evidence to carry out these cases. 
The Department of Justice had all of our records before them. If 
they had felt that there should have been another investigation on this 
matter, I feel sure that they would have requested it. 

Senator Kem. We will probably want to inquire from the Depart 
ment of Justice whether they feel the responsibility in the matter, but 
we are searching your conscience now. 

Did you feel that you had discharged your responsibility in the 
premises ¢ 

Mr. Houske. Yes, on the facts that we had presented to us. 

Senator Kem. Yes. But was it not your duty, when the facts were 
not adequate, to find out what the facts were ¢ 

Mr. Hovusxe. I thought we had the facts, sir, on what we had. 

Senator Kem. You say that Harnsberger said there was a stock- 
holders’ meeting at which it was decided to go ahead and use the 
Government grain. 

You say that the persons present at that meeting have not been 
interviewed. 

You say that the minutes of that meeting have not been examined. 

Now can you say that you have all of the facts ? 

Mr. Hovuske. On what was presented to us. 

Senator Kem. Yes. That is exactly like the housewife who says 
that there is no dirt in her house because she has not looked under the 
carpet. 
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You say you are going to recommend no prosecution because you do 


not know what the facts are. 

Mr. Hovuske. Sir, we did not recommend no prosecution. 

Senator Kem. Well, what is this screening letter / 

Mr. Howske. There was no mention in that screening letter with 
respect to—— 

Senator Kem. Talking about issuing a screening letter. 

Mr. Houske. Our memorandum— 

Senator Kem. As I understood the answer to Mr. Cotter’s question, 
t yas that he meant by that it was a letter recommending no prosecu- 
Ton. 

Mr. Hovske. Of the Page Milling Co. 

Senator Keo. Yes, exactly. 

Mr. HowskeE. But not of the individual officers. There is no men 
tion of them in that letter. That was under consideration as a whole 
it was all referred to the Department of Justice. 

Mr. GoopMan. I belheve the screening letter states, just as the letter 
to the Department of Justice, that Mr. Roudabush is not involved in 

thing and the other officers of the company are not. Am I correct ¢ 

Mr. Hot skkE. We have no evidence—— 

Mr. GoopMan. What is the date of the screening letter? 

Mr. Houske (continuing). That the corporation itself-—— 

Mr. GoopMAN. Hiere we are in the screening letter, the screening 
memorandum of Mr. Shulman. It says that the president and princi- 
pal stockholder of the corporation has been out of the State for several 
years on account of illness, was ignorant of it, but immediately upon 
being fully informed personally raised money and made full restitu- 
tion. 

So, I do not think there is any question—is there—that you were 
not considering any prosecution of anybody else in this case. Were 

Mr. HouskKeE. My handling of it involved considering all of the 
officers as such: but, insofar as Mr. Harnsberger was concerned, he 
had been removed. The man had directed the milling, had signed all 
of the contracts, had written all of the letters. 

Mr. Correr. Why, it took from June of 1951 to January of 1952, 
this deliberation that you were doing on this case. 

Mr. Houske. I would like to say in regard to that point that the 
schedule in the investigation report was written in such a manner 
that it would appear that all of the grain stored with the Page Milling 
Co, was grain stored for Commodity Credit Corporation. As you 
gentlemen know, the Commodity Credit Corporation Charter <Act 
provides only for criminal prosecution in the case of grain that is 
owned by, pledged to, or mortgaged to Commodity Credit Corpora- 
tion. An analysis of the investigation report shows that a great 
quantity of that grain was in the hands of the lending agency, the 
bank; it was not pledged to, mortgaged, or owned by Commodity 
Credit Corporation at that time. 

Mr. Correr. The Compliance and Investigation report was written 
way back in 1950. Could you not get that straightened out sooner 
than that ? 

Mr. Housxe. That was part of the reason for the delay and an 
analysis whether there was evidence which would warrant any prose- 
cution in this case. 
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Senator Kem. If there is any Government-owned grain converted. 
you would prosecute; would you not? 

Mr. SuutmMan. Not if the conversion took place before the C 
modity Credit Corporation took over the warehouse receipts. 

Senator Kem. He speaks of there being some grain that was not 
Government-owned. If there was any that was Government-owi 
that was converted ' 

Mr. SuutmMan. What Mr. Houske is referring to is that it was y 
difficult to determine from the investigation report whether the « 
version of the grain took place before or after Commodity Cre: 
Corporation acquired the warehouse re eipts. 

Mr. Correr. When you recommended against the prosecution 
the Page Milling Co., Mr. Shulman, you did not give that as on 
your reasons. You gave that there was no evidence to involve t! 

Senator IK Mi. Mr. Harnsberger said they had i stockholders’ 
ing; and, in fact, it was brought up that this was Government 
and they decided to go ahead anyway. 

Mr. Hunver. The president of the company could not have b 
there. He was away in Florida all of that time. 

Mr. Corrrr. Do you know that, you people ? 

Mr. Hunrer. That is what the investigation file says. 

Mr. Correr. No; it does not, I think, Mr. Hunter. 

Mr. Housxer. It does not come out of the investigation. It comes 
from the letter from Mr. Rainey and also from the letter from Mr. 
Roudabush. 

Mr. Goopman. Mr. Roudabush wrote a letter in, saying that he was 
innocent. 

Mr. House. Like Mr. Harnsberger, he signed a statement i 
which he said that they knew of the financial difficulties. He did not 
say that they knew he was converting Government grain. 

Mr. Correr. I think there is a vast difference. Mr. Harnsberger 
said he was guilty, and the other officers were guilty, and there was 
no follow-up on that except the acceptance of a volunteered letter from 
your other officer. 

(Copy of letter dated January 25, 1951, to H. W. Rainey, Director 
of Production and Marketing Administration regional office, At 
lanta, Gra., from M. E. Roudabush, president, Page Milling Co., is as 
follows :) 

Exuisitr No. 86 


Luray, VA., January 25, 1951 
Mr. H. W. RAIney, 
Director, Production and Marketing Administration, 
itlanta, Ga. 

Dear Mr. RAINEY: Please find enclosed herewith cashier’s check in the amount 
of $39,960.99, being the net amount due the Commodity Credit Corporation by 
the Page Milling Co., of Luray, Va. 

In this connection it is my belief that there should be some explanation mac 
on behalf of the milling company—which is a corporation—its stockholders, off 
cers, and directors, 

At the time the first wheat-storage contract was entered by your office and the 
Page Milling Co., the mill and storage facilities were being operated by myself 
as president and majority stockholder. In the early part of 1946 I became il! 
due to a heart attack and was required by my physician to give up the operation 
of the mill. Since then I have spent very little time at the mill, the complete 
operation being in the hands of Mr. William C. Harnsberger, the treasurer and 
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holder of approximately three-eighths of the stock in the corporation. When 
I was forced to give up active participation in the operation of the mill, all debts 
were paid up to date and the mill was on a sound financial basis. The first 
I knew of the mill being in serious financial difficulties was in February 1950, 
at which time I was informed that there was insufficient wheat in storage to 
eover the Government’s claim At this time I was in Florida on order of m 
physician I was then informed that a time-payment plan was being worked 
with the Government and that negotiations were being made for borrowil 
from the RFC I had contracted with Mr. Harnsberger to sell him 
the corporation in order that he might make the loan with the RF‘ 
the past several months it was my opinion that Mr. Harnsberger w 
g the arrangements for payment of the Government's claim, the loan from 
‘,and the purchase of my stock. 
rst I knew of th ent difficulties with the Commodity Credit Corpo 
that is, that imn late action was necessary to prevent forced liqu 
nm of the Page Milli was on January 6, 1951. I immediately went to 
rk raising money personally to meet the Government’s claim in orde! 
con plete loss to the general creditors and stockholders of 
rough forced liquidation In order to accomplish this end, I 
thirds of the outsta! ng stock of the corporation, removed M 


surer, and have again, with the assistance of my son-in-law, M 
. 
i 


‘cmplete ce rol a the active management of the 


as I did when I took it over on Mat 


proximately the same position ; 


OO} r has been greatly appreciated and we o1 
the future we may » in position to return your consideration in the 


Yours very truly 
M. BE. Roupasusn 

Mr. Hovuske. Certainly I think that is not a direct quotation of what 
Mr. Harnsberger act ually did say. 

Mr. Correr. We have quoted it to you. 

Senator Kem. Let us get what he did say. 

Mr. Houske. I would like to read from our investigation report 
here. 

Mr. Suvutman. We did not have Mr. Harnsberger’s testimony. 

Mr. Houskr. He has been treasurer of the said company. 

Senator Kem. Let us get Mr. Harnsberger’s statement and then v 
will see. 

Mr. Houske. I am reading from the investigation report. 

Senator Kem. Let us get his statement. 

Mr. GoopMan. That is the statement we just quoted from the inves- 
tivation report. 

Senator Kem. Read it. 

Mr. GoopMAN (reading) : 

All officers of the company were fully cognizant of the situation, and, what 
seemed to be an only alternative, jointly and collectively agreed that milling 
operations would be continued. Such a course entailed the use of wheat stored 
for commodity. 

We are not saying that Mr. Harnsberger is innocent. We are just 
questioning whether other people may also be involved. 

Senator Kem. When you had that statement of Mr. Harnsberger’s, 
what did you do to investigate the facts further ? 

Mr. Houske. I wish I could read a little more of that statement. 

Senator Kem. Just answer that question. We will ask the ques- 
tions and you furnish the answers. 

What did you do to run down the facts further after you had Mr. 
Hat nsberger’s statement ? 
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Mr. Houske. Sir, I reviewed the facts as they were presented t: 
what we had to work with and wrote the transmittal letter to th, 
Department of Justice. 

Senator Kem. You did not make any effort to get any additio 
facts; is that right? 

Mr. SuutmMan. We acted on the report as it came to us. 

Senator Kem. Is that your usual course of action ? 

Mr. SuutmMan. No. 

Senator Kem. Why did you decide that you did not want to iny 
tigate Mr. Harnsberger’s statement further as to its truth or falsi 

Mr. Housker. Could I read this statement ? 

Senator Kem. Answer those questions first and then we will let \ 
You will have ample opportunity to read anything that is releva 
and material, but we would like to have you answer the question first 

Mr. Hovusxe. I almost have to refer to this statement in orde: 
answer that question. 

Senator Kem. Just tell us in your own words in answer to t! 
question. Read my question. 

((Juestion read.) 

Mr. Houske. We did not decide not to investigate. 

Senator Kem. Did you investigate his statement further ? 

Mr. Houske. Our office does not do investigations. 

Senator Kem. You recommend further investigation ? 

Mr. Hovuske. We request additional investigation in proper cases 

Senator Kem. Did you request any further additional investigatioi 
in this case? 

Mr. Housker. No; we did not. 

Senator Kem. Why? 

Mr. Houske. Because on the facts we had here all of it tied iy 
Mr. Harnsberger as being the guilty person. 

Senator Kem. Why did you not ask for an investigation of M 
Harnsberger’s statement that the matter was considered at a sto 


holders’ meeting and the conclusion reached that they would go ahead 


and convert the Government grains? 


Mr. Houske. That is why I would like to read that statement. I «i 
not think there is anything in our files that indicates that was | 
decision at any stockholders’ meeting. We have nothing in that | 
gard. 

Senator Kem. Counsel just read you the statement. 

Mr. Houske. But not all of the statement. 

Senator Kem. There is some further part that negatives that po 
tion ¢ 

Mr. Hovsxke. I would like to read from the beginning. 

Senator Kem. All right. 

Mr. Houske (reading) : 

In 1948 the company completed construction of new grain elevators costing 
approximately $50,000 which was financed through local banks. The final « 
was considerably more than originally anticipated. Consequently, the compat) 
became involved in difficulty with the Federal Internal Revenue Department i! 
the matter of back taxes and excess profit taxes in the amount of $15,326.57 
Between the elevator costs and the tax obligations and the financial strain im 
posed thereby the company faced a problem of either discontinuing operations 
or drawing on stored wheat stocks for operational purposes. All officers of the 
company were fully cognizant of this situation. 
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That is what Harnsberger said they were cognizant of. 

Senator Kem. Go ahead. 

Mr. Hovuske (reading) : 

And as what seemed to be an only. alterantive, jointly and collectively agreed 
that milling operations would be continued. Such course entailed the use of 
wheat stored for Commodity. 


[ do not think it is a proper matter for quibbling over what is said 


there. 

Senator Kem. I agree. 

Mr. Houske. But certainly we had no reference there that the 
stockholders ever authorized the milling or the continued conversion, 
if there was conversion of Commodity Credit Corporation grain. 

Senator Kem. What do you understand that last phrase in that 
last sentence to mean / 

Mr. Houske. That it was Harnsberger’s conclusion that he had to 
go on milling. There is nothing to show that the other people knew 
whether they were going to have to mill Commodity Credit Cor- 
poration wheat or not. 

' Senator Kem. It says so. 

Mr. Hunrer. I do not think that does. 

Senator Kem. Read the sentence again. 

Mr. Houskr. After he tells what they were cognizant of, of these 
financial difficulties, he said: 

All officers of the company were fully cognizant of the situation, and, as 
what seemed to be an only alternative, jointly and collectively agreed that mill- 
ing operations would be continued. Such course entailed the use of wheat stored 
for Commodity. 

Senator Kem. Well, now, your understanding of that language is 
that it does not mean that the persons present at the stockholders’ 
meeting decided to go ahead and convert the Government grain / 

Mr. Houske. I do not think that that statement says that they 
agreed at a stockholders’ meeting to go on and convert Commodity 
Credit Corporation grain. 

Senator Kem. What do you think that sentence means / 

Mr. Hovuske. I think that this, read as a whole, said that they were 
in financial difficulty, they decided not to liquidate, that they decided 
to go on milling. 

Senator Kem. What interpretation do you place on the last phrase 
there ¢ 

Mr. Houskr. That is the statement by Harnsberger, that that is 
what happened, that if they were going to continue, they had to 
convert it. 

senator Kem. Before recommending that there be no prosecut ion did 
it occur to you to investigate the truth or falsity of that statement ? 

Mr. Houske. You mean of he Page Milling Co. or of the officers? 

Senator Kem. Both. 

Mr. Hovusxe. Of both? 

Senator Kem. Yes. 

Mr. Housxe. Well, with respect to the Page Milling Co. itself, 
Harnsberger at that time had been removed as treasurer of that com- 
pany. 

Senator Kem. When he made the statement ? 
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Mr. Houske. No, afterward when they paid the amount of th 
claim, before it was referred to our office. 

Senator Kem. But he was treasurer at the time of the stockhold 
meeting when it occurred. 

Mr. Houske. He was in direct charge of all milling operations 
and related activities, which includes the sales and manufacture of 
flour and products, and poultry, and stock feeds, and commer 
storage of grain. He was the one actually who controlled. He y 
the manager, the one that controlled the operation. 

Mr. Correr. Could we read into the record there a question ani 
answer statement that was made by Mr. Harnsberger while he was 
here at the hearing, and which seems to be in point / 

Mr. Goopman. Mr. Cotter asked Mr. Harnsberger : 

Do you still say that the other officers of the company knew of this sho 
and knew that your company was going short on Commodity Credit stock an 
actually converting it into flour that you were milling every day? 

Mr. HarNspercer. Yes, sir. Aside from having discussions at various 
we held a special stockholders’ meeting called for the purpose of app 
the $75,000 loan application 
I believe that was an RFC loan application— 
authorizing the directors to secure the loan on the best terms availabl 
course, and giving a deed of trust on the property for the purpose of secu 
the loan. And the waiver of notice that went to the stockholders, togeth« 
the minutes of the stockholders’ meeting, stated specifically it was for the pur- 
pose of paying off the then existing first mortgage, which had been paid dow 
approximately $23,000, and the balance of the loan for the repayment of wheat 
shortage. 

So Mr. Harnsberger is quite definite under oath that other members 
were involved. 

Mr. Houske. They may have been, but certainly we had nothing to 
show it at that time. 

Senator Kem. But you recommended that there be no prosecution 

Mr. Houske. We said, on what we had available, that the prosecu- 
tion would not appear to be warranted. 

Senator Kem. You recommend that there be no prosecution— 
period. 

Mr. Houske. Not with respect to those officers. 

Senator Kem. I thought you said you did. 

Mr. Housxe. That prosecution would not be warranted on what we 
had available. 

Senator Kem. Your recommendation was that there be no prosecu- 
tion ? 

Mr. Housxe. We recommended that Mr. Harnsberger be prose- 
cuted. 

Senator Kem. But there be no prosecution of the other officers; is 
that right? 

Mr. Housxe. I do not believe there is any statement like that, is 
there? 

Mr. Goopman. Your recommendation was not that Mr. Harnsberger 
should be prosecuted. The recommendation in June 1951, was to 
give consideration of whether prosecution should be had. 

Mr. Housxe. I am talking Rte our transmittal letter to the De- 
partment of Justice. 
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Senator Kem. Was not the recommendation there that the other 
officers be not prosecuted ¢ 4% ' 

Mr. SuHutman. Yes; we said there that criminal prosecution of 
the company or other officers, therefore, does not appear to be war- 
ranted, but it is recommended—— 

Senator Kem. That recommendation was made without any further 
investigation as to whether or not they had participated in this stock- 
holders’ meeting ¢ ae 

Mr. Hunver. We did not know anything about the stockholders 
meeting. Nothing mentioned in here about it. 

Mr. SuutmMan. That recommendation was made on the basis of this 
investigation report that we had available to us then. 

Senator Kem. Was not Harnsberger’s statement about the stock- 
holders’ meeting in the investigation report ¢ 

Mr. Hunter. No. 

Senator Kem. When did that develop ¢ 

Mr. Suctman. That statement was read to vou. 

Senator Kem. His prey ious statement there / 

Mr. HUNTER. He does not mention a stockholders’ meeting. 

Mr. Houske. He said liquidation was considered. 

Senator Kem. At a stockholders’ meeting. It does say that. You 
ust read it a few minutes ago. 

Mr. Houske. He said the other officers were cognizant of financial 
ifficulties. 

Mr. Correr. There is reference to the report. That is how we 
happened to follow it up. 

Senator Kem. Read it again. 

Mr. Hovusker. The full paragraph / 

Senator Kem. The paragraph you read. 

Mr. Houske (reading) ; 


In 1948 the company completed construction of new grain elevators costing 
approximately 550,000 which Was financed through local banks. The final cost 
was considerably more than originally anticipated, greatly exceeded the au 
ticipated cost. Concurrently the company became involved in difficulty with 
the Federal Internal Revenue Department in the matter of back taxes and 
excess profits taxes in the amount of $15,326.37. Between the elevator costs and 
the tax obligations, both of which came at the same time and the financial strain 
imposed thereby the company faced a problem of either discontinuing operations 
or drawing on stored wheat stocks for operational purposes. All officers of the 
company were fully cognizant of this situation, and as what seemed to be an 
only alternative, jointly and collectively agreed that milling operations would 
be continued. Such course entailed the use of wheat stored for Commodity. 

Senator Kem. I assume that when they jointly and collectively 
agreed there was a meeting, but, of course, that is not necessarily so. 

Mr. Houskxe. There may be another statement in here that there 
Was a meeting, but Iam not aware of it. 

Mr. GoopMan. In addition to your letter you stated to the Attorney 
(reneral that upon learning Mr. Roudabush immediately discharged 
Mr. Harnsberger and bought his stock and raised the money with 
which the company made full restitution. 

We have two statements from Mr. Harnsberger under oath here that, 
one, he still owns stock in the company, and two, that he furnished 
$10,000 of the $40,000 which was paid off to make up the Commodity 
Credit Corporation shortage. 
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Were you aware of that? 

Mr. Suvuvman. If that is true, Mr. Roudabush in his letter t: 
misstated the facts. 

Mr. Correr. You based your statements and your recommendat i: 
to Justice on the volunteered letter of Mr. Roudabush, not on y: 
investigation report ? 

Mr. Hunter. Any statement that Mr. Roudabush would mak: 
the investigator would have been voluntary, also. 

Mr. Goopman. He did not make one. 

Mr. Hunter. Any statement that he would have made. 
those statements are voluntary. 

Mr. Correr. He probably would have checked it, would he 
and he would not—the investigator did not make the recommen 
tron to the Department of Justice. 

Mr. Hunvrer. Did you call the president here—was that presic 
up here. 

Mr. Correr. He has had an opportunity to come. 

Mr. Goopman. Were you aware, Mr. Shulman, when you executed 
the new uniform grain storage agreement with this company after they 
had converted $40,000 worth of Commodity Credit Corporation gai: 
that the treasurer who was subsequently indicted owned stock in ¢ 
company ¢ 

Mr. SuvutMan. Here is the statement that we find. This is the stat: 
ment of facts that came up from our regional attorney. He says t 
on January 26, 1951, Commodity received a cashier’s check i 
amount of $39,960.99, payment of net amount due Commodity fr 
the Page Milling Co. This check was transmitted by a letter da 
January 25, 1951, by Mr. M. E. Roudabush, president of the Pai re 
Milling Co. Mr. Roudabush stated that he h: a no knowledge of 
shortage until February 1950, for the reason that he had been 
Florida because of illness since early 1946, and that during the perio 
complete oper ations of the Page Milling Co. was in the hands of M: 
William C. Harnsberger. Mr. Roudabush further stated that 
January 6, 1951, he was of the opinion that Mr. Harnsberger had mac 
arrangements to pay Commodity’s claim, and upon being informed 
that it would be necessary to liquidate the corporation to pay 
claim he immediately raised money personally in order to pr 

. forced liquidation of the corporation and in order to accomp ish | 
ws acquired two-thirds of the outstanding stock of the corporat! 
removed Mr. Harnsberger as the treasurer and has now assun 
personal control of the operation and management of the corporati: 

Mr. GoopmMan. Again I point out that that was a letter fron 
Roudabush. And even assuming that it were correct, it was not 
until the summer that Commodity Credit Corporation first foun 
out that the shortage existed at Page Milling. If Mr. Roudal 
was free of all blame in this matter he should have come in to t! 
Commodity Credit Corporation, do you not think, at that time 
February 1950 and notified them of the shortage ? 

Mr. Suutman. I do not know as to that, but Mr. Roudabush. 
what he has said here is a false statement, may be in difficulty. 

Mr. Goopman. There was never any investigation of that stat 
ment ? 
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Mr. Suvutman. None other than what has been disclosed by this 
nvestigation report. 

Mr. GoopMAN. Your investigator stated he never interviewed Mr. 
Roudabush. 

Mr. Suutman. Well, I think that anybody who makes a false state- 
ment for the purpose of influencing the C orporation in any way is 
subje ct to prosec ution. 

If that is a false statement it ought to be brought to the attention 
of the Department of Justice and there is ample time to prosecute 
Mr. Roudabush. 

Mr. Correr. At the time you recommended prosecution of Mr. 
Harnesberger it is apparent from the record that you did not know 
that he had contributed to the settlement ? 

Mr. Suutman. No, sir; I do not believe we had any knowledge of 
that. 

Mr. Correr. What is your view, Mr. Hunter, about going through 
a long series, ending in a civil settlement of a case, and then at some 
later time having the Department of Justice return an indictment 

gvainst someone as in the case of Mr. Harnesberger ¢ 

Mr. Hunrer. That frequently happens. In several cases we have 

cussed here it has happened. 

Mr. Correr. You think that is all right, too? 

Mr. Hunt! R, Full settlement has been made followed by a prose- 


ition. 
Mr. Correr. Do you have any other statement to make in par 
ticular or generally with respect to your administration of these in 


forcement policies that prevailed in the Commodity Credit Corpo 


ration ¢ 

Mr. Hunrer. No: I think our enforcement policy has been ex 
cellent, notwithstanding the intimations here by you that it may not 
ive been. 

If I had more men I could probably handle these Cases: certainly 
ould handle them with a little more expedition. 

Senator Kem. Does this handling of the prosecution of the offi 
ers of the Page Milling Co. meet your standard of performance / 

Mr. Ht N TER. Yes, I think it does. I do not think they would have 
been prosecuted by the Department of Justice. The Department of 
Justice, I think, has indicated that already. 

Senator Kem. How ean vou sav whether they should be prosecuted 
or not when you do not know the facts ¢ 

Mr. Hunter. Well. I think these investigation reports plus the let 
ters that we received, plus the general information that our adminis 
trative officials have about the operations of the company, dealing 

th them all of the time. They get the flavor of the whole thing 
nd they know pretty well what the situation is—we have to rely upon 

attoa certain extent. 

Senator Kem. Ju stas a hy pothetical case, if the stockholders of the 
P we Milling C oO. met and dec ided to go ahead and convert the (rov 
ernment grain that they had in their possession would you say there 
as any criminal liability on the part of those who participated in 

it enterprise ¢ 

Mr. Hunter. Yes, I would. 

Senator Kem. Well. now, you have in the files there a statement of 
one of the officers that that occurred ? 
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Mr. Hunter. Not of the stockholders’ meeting. That statement 
of Mr. Harnesberger’s is not in the file. You have it in your test- 
mony. 

Senator Kem. At any rate, you had a statement saying they had 
individually and collectively agreed. I do not know what collectively 
means unless it is a meeting. At any rate, you had a statement that 
the V had individu lly and collectively agreed to go ahead and conv rt 
the Government grain. 

Do you not think that in the exercise of a wise discretion that vo 
office should have investigated that further before recommending there 
be no prosecution ¢ 

Mr. Hunrer. Well, maybe so, Senator. One of those cases where 
you might have done a little more and might do a little less. We 
do not always hit it onthe head. We try to. 

Senator Kem. To do less would be a minimum of performance that 
would not be satisfactory, would it / 

Mr. Hunrer. I think you have to look at the situation as a whole. 
We are dealing here with a few cases, a very few cases in the Depart 
ment of Agriculture. If you just view the number of cases that 
are sending to the Department of Justice every day, involving erin 
inal prosecutions, it would amaze vou. 

Senator Kem. Then your position about this case is that the har 
dling does not meet the standards of performance, but you excuse 
as being one case in a large number? 

Mr. Hunrer. I think maybe we might have had a little more done i 
this case. I really think so on the part of the investigator. 
mavbe we should have sent the case back for a little more inves 
vation, but there were circumstances that sort of indicated that might 
have been true. This man was in Florida, that he was sick, that he 
mace foot | the loss. He did diseh: arcve Harnsberger. Those are sol 
= ations that he mayb 1e isinnocent. Idonot know. 

nator Kem. There is some indication of it. but there is certain! 
some indication that while he was down in Florida he consented 
an llegal enterprise. 

Mr. Hunrer. And it seems to me also, that once we prosecute on: 
of the leading officers of the ¢ orpor: ation, the manager, and prosecut: 
him and get a conviction that we have accomplished a good deal 


hi 
] 


Suppose there are 1,000 stockholders who attended this meeting and 
agreed to do this’ Would we have to exercise any discretion any 
where along the line as to how many we would have to prosecute / 

Senator Kem. If a thousand, I think so, but if there was a cor 
ay icv between three or four or five or SIX, I think they all ought to be. 

s I understand the theory of the criminal law it is just as bad to 
let the guilty escape as to punish the innocent and vice versa. 

You have punished a guilty person, but you have apparently al 
lowed several who were equally guilty to escape any prosecution 
whatever. 

Mr. Suutman. You are assuming something which has not been 
established by the facts. I would hate to say that Mr. Roudabush: is 
guilty of criminal misconduct because so far we have had no evidence 
except an unsupported statement. 

Senator Kem. I did not say that Mr. Roudabush was, but I said the 
stockholders, based on the only evidence we have, which is Mr. Harns- 
berger’s statement. You do not have any statement that his stat 
ment is untrue? 
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Vir. SHULMAN. If you want to accept that as being a correct state- 
ent. 
Senator Kem. That is the only evidence we have. 
Mr. Hunrer. You and I know from Jong experience that when one 
man is accused of wrongdoing, he just naturally likes to involve other 
eople. They do it every time. That has been our experience in 
almos t every case. 
| think Harnsberger was doing what almost every one of them does 
he said that other people knew about this and were associated 
h him and that he was not going to stand the whole blame himself. 
That is the wa) I look at it. 
Senator Kem. I think that is entirely possible, but it seems to me 
it hia statement is the onl) evidence you have, unless the re is contra 
ctory evidence developed. Apparently nobody exercised any inter 
est Ol curiosity to find out whether it was true or not. 
Mr. Hunrer. If we had conducted a further investigation and had 
nonths’ delay | do not know what Mr. Cotter would have said about 


1) 
iil 


nator Kem. It is something like only 100 miles, not over 100 miles 
irav, Va. It certainly would not take 6 months to vo down there 


1 bac k. 
Correr. Certainly, vou had nearly 2 years, did vou not, from 
me of your first investigation report ¢ 
Mr Hi NTER., We were greatly concerned in the first place as to 
¢] we would prosecute anybody, because the grain not having 


ne TS calanah ammmiereibion 

Mr. Correr. That problem occurs frequently in your office. 

Mr. Hunver. That is right 

Mr. ¢ OTTER, I think we have shown here today in cases that vou have 

ul such difficulty that you held it up a year or so, that the grand jury 
able to indict In a matter of days after it reached them 

Hunter. A sing! 

in vy &@ year or so You have not found a single case on that. 

Mr. Correr. Well, we will let the record speak for itself. 

Mr. Hit NTER. I want it to speak for itself. 

Mr. Correr. Kingstor and others. 

Mr. Hunrer. We stand on the record and we support our action 
[do not mean tosay that the Department of Agriculture or the Solic 

's Office or you or anybody else is absolutely perfect according to the 
tandards that you set up here. The standards vou set up here are 
itopia in my opinion. I do not live in a utopian world and do not 
want to live there. It would not be interesting. 

Mr. Correr. After listening to you for « little while vesterday I 
was beginning to think that you thought that your Department was 
perfect, 

Mr. Hunter. No: I do not think so. I make mistakes. I make 

any mistakes, 

Mr. Correr. You mentioned a few moments ago the great volume of 

ses that were going to Justice daily as against these few cases that 
we have mentioned. Actually, prior to January of this year, or, let us 
say August of last vear, there never was, there never has been such 

flurry of cases that have gone over to the Department of Justice: is 
that not correct ¢/ 


e cause a Vear or so, | clo not know what you 
] 


20554—52—pt. 2——44 





1834 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Hunvrer. That is not true, not by any means. Daily, befor 
these conversions. When this is all over we will be continuing to s: 
cases. 

The Cuatrman. You gave some figures a while ago of the num 
of cases during the fiscal year ending June 30? 

Mr. Hunrer. Yes; that is right. 

The Cuarrman. Do you think that there will be a considera) 
increase over last year / 

Mr. Hunrer. Many of these cases were civil cases, most. of them, | 
cness, 634. That has gone up now to about seven-hundred-and-so 
We have a backlog of cases in our office of 60 or 75 cases. We hav 
been able to get tothem atall. I will tell you frankly. 

Mr. Correr. Yet you have taken on this job of screening these \ 
serious criminal cases. 

Mr. Hunrer. The job of screening does not mean any more \ 
to us than if we did not have it. If we did not have it we would h 
to refer them to Justice with the full, complete, and comprehe: 
referrals that you have had before you repeatedly throughout 
investigation. 

The Department of Justice has told us more than once, and will t 
you if you have an opportunity to ask them that the cases that cy 
over to them from the Department of Agriculture and, particula: 
the Commodity Credit cases are the most complicated cases that 
have to handle. 

Mr. Correr. Did you want to make any further statement / 

Mr. Hunrer. No. 

Mr. Correr. I do not believe [have any more questions. 

As counsel I know that this is a matter of the committee, but I 
constrained to say that at least to me your explanations as to the 1 
ner in which you handled this is not satisfactory. 1 assume that t 
letter from the Department of Justice to your Department makes t 
issue of the matter in the future a moot one, Is that correct, that 
gation of authority has now gone back to the Department of J 
tice, they have revoked it ? 

Mr. Hunrer. You have seen the letter. 

Mr. Correr. I read it at noon. 

Mr. Hunrer. Yes; it does state there may be areas in which this 
rangement may be carried out, and | hope, I sincerely hope, there 


dele 


be. 

Senator Kem. Well then, would it be fair to say that the tern 
tion of this screening arrangement in your Department is a 
complishment of this committee / 

Mr. Hunvrer. Mr. Whitten suggested it also. So I suppose a 
of people VW ill be claiming credit for it, including Mr. Cotter. I 
not know. 

The striving for credit for all that has been done has interested 
as a sort of race of diligence, but we do not get much credit for w 
we clo. Everybody is Claiming credit for saying they make us « 
things and that we would not do anything unless they did. 

Senator Kem. I understood you were claiming credit for the ha 
dling of the Page case. 

Mr. Hunver. We will pick out the Page case. That was one of al» 
2,000 cases that we have pending in court. I guess in the Departmen 
today. I imagine if you would get into the 2,000 you would find ther 
are some weak points in them. 
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Senator Kem. I think that has been, if you care for my opinion, 
mply demonstrated in the last couple of days in this committee. 


There are some weak points. 


i 

Mr. Hunter. There has not been a single case withheld from the 
Department of Justice 1h which there could have been a conviction, 
ot a single one. There have been innumerable cases sent to the De 
artment of Justice in which there has been nothing done and no 
onviction. 

Senator Kem. The situation in the Page Milling case, apparently, 

s that there was no prosecution, On the facts. on the undisputed 

Cunony, there should have been prosecution. 

Mr. Hunrer. I can understand why you might seize on a little b 

weakness in the Page Milling Co. because of the utter absence of 
eakness otherwise. 

senator Kem. We are seizing on the utter absence of a d ligent 
vestigation. 

Mr. Hunter. I say in that ease, but we do not make the invest wn- 
ms ourselves. We do sometimes send them back for further Invest! 


vations. Maybe we do not always get all of the investigation we 


hould have. 
senator Kem. It seems to me that it has been amply shown that in 
at case you did not have sufhicient facts for an intelligent judgment. 
Mr. HUNTER. And. Ser ator, in View of the increased work of the 
thee, particularly in this field and the REA field. marketing auvree 
ents and orders, Perishable Agricultural Commodities Act. we have 
ul to take men off of and put them on this job. If you were to inves 
vate some of those programs today, vou would find we are slow on 
by reason of that transfer. I cannot give you any satisfactory 
ssurance that we w 1] hot have backlogs in our oflice for veat to 
iit. ' 
We have 437 people in our office today, as compared with an aver 


ve of 476 for the last 5 vears. and as compared to 573 for the pre 


ous years. The average employm«e nt for the preceding or first 

years of the 15 vear pel iod was 95-44. That includes the no pl yfes 
mal people. 

Our forces have been eut down to the point W here I cannot clo all 

want to do, and it worries me. Iam not going to stand the blame 
it. Ithink the Congress is to blame for some of it. 

I have told the Senate committee ind the House committee of these 
klogs in Commodity Credit work, that we simply could not take 
re of them. And the time was coming when this Government was 
ng to lose some prestige and some money by reason of that situa 

on. I am not responsible for it, and I am not goine to stand the 

sponsibility for it. 

Senator Kem. Would vou not think it would be fair to say that that 
e has already come and passed, where the Federal Government 

is lost both prestige and money in these operations ? 

Mr. Hunrer. I do, indeed. When I was a boy growing up, and 
u, too, you remember the old saying that Uncle Sam will get you 

oner or later. It seems to me we have a reversal today. They ‘are 
ng to get Uncle Sam sooner or later. ; 

Che CHarrmMan. Are there any further questions? The committee 
ll stand in recess until Friday ‘at 10 o'clock. 

(Whereupon, at 4:25 p. m.. the committee recessed to reconvene 
Friday, May 16, 1952, at 10 a. m.) 




















INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITLES OF THE COMMODITY CREDIT CORPORATION 


FRIDAY, MAY 16, 1952 


Unirep States SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. Cc’. 

Che committee met, pursuant to recess, at 10: 10 a. m., in room 524, 
senate Office Building, senator Allen J. Ellender (chairman ) pre- 
siding. 

Present: Senators Ellender, Kem, Hickenlooper, and Mundt. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The CHatrMAN. The committee will be in order. 

During the past several weeks we have heard from various depart- 
mental officials, as well as private firms or individuals who handle 
crain. Today we are privileged to have as witnesses some ware- 
housemen selected from various parts of the country, and we are very 
ippy to welcome them to Washington. We are hopeful that they 
will be able to give this committee some advice as to how to better 
do this job of warehousing. 

Now the first witness is Mr. Farrington. 

Do you solemnly swear to teil the truth, the whole truth and nothing 
but the truth, so help you God ? 

Mr. Farriyeron. I do. 

The Carman. Mr. Farrington, I understand that you have a pre 
pared statement. 

Mr. Farrrneron. Yes, sir: I have. 

The Cuarrman. What are your wishes with respect to it? Would 
vou like to read it through without interruption / 

Mr. Farrtrneron. I would be happy to read it, with or without 
nterruptions. 

The CuatrMan. Very well. It may be that some of us would like 
to ask you some quest ions as you go along. 

Mr. Farrtmneron. At any point it will be perfectly satisfactory with 
hie 


The CHarrMan. You may proceed. 


TESTIMONY OF CARL C. FARRINGTON, VICE PRESIDENT, ARCHER- 
DANIELS-MIDLAND CO., MINNEAPOLIS, MINN., REPRESENTING 
THE TERMINAL ELEVATOR GRAIN MERCHANTS ASSOCIATION 


Mr. Farrrnetron. Mr. Chairman and members of the committee, 
my name is Carl C. Farrington. I am a vice president and manager 
of the grain department of the Archer-Daniels-Midland Co., with 
headquarters at Minneapolis, Minn. 
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I am appearing here at your invitation as a representative of | 
Terminal Elevator Grain Merchants Association. The members! 
of this asociation operates nearly 400 million bushels of termi: 
elevator space, and includes most of the terminal elevator operat io) 
of the country. The membership includes a number of cooperat 
organizations, as well as proprietary firms. 

One of the principal purposes and functions of the Terminal F 
vator Grain Me ‘rchants Association is to cooperate with Governme; 
agencies in grain-storage problems, and my purpose in appearing hers 
is to sup yply such information and be of such service to you as I | 
in connection with your current investigation into grain storage. 

On the whole, the terminal elevators of this country have dom 
good job in handling and storing grain owned by Commodity Credit 
and other owners who have entrusted grain toour care. I do not hay 
knowledge of conversions occurring in any regular terminal elevat 
but—unfortunately—there have been some conversions in some type: 
of grain elevators. Also, because of inexperience, improper facilities 
lack of dilignee, or inherent vices, some grain has seriously deteri 
rated in quality. We do not condone—and I am not here to defer 
misappropriation or lack of due diligence in any form or case. We : 
object, however, to generalizations and broad accusations which te 
to discredit an entire industry for the misdeeds of a few persons, som 
of whom were never considered members of the industry. 


We, who are regularly established terminal elevator operators, 
want to see the commercial storage of grain carried out on a hig! 
ethical plane. We want to deserve and receive the confidence of al! ( 
grain depositors. The integrity of the terminal grain warehouse 1 1 
ceipt must be inviolate. The whole grain marketing system will oth: 
wise be undermined and grain marketing costs will be substantially 
creased. Neither the present low cost of financing stored grain 1 b 


the price insurance afforded by hedging in the futures markets woul 
be possible in the absence of sound grain warehousing practices a) 


dependable terminal warehouse receipts. Except for inherent di! t] 
ferences in the commodity involved, depositors should—and general) 
do—have the same confidence in a terminal warehouse receipt as they t] 
do in a bank deposit slip. 

How is such confidence to be achieved and maintained / ee 


First, through the integrity, experience, and equipment of the war 


houseman. 
Second, through the adequacy and consistency of the grain ins} 


tion service. 





Third, through adequate warehousing laws and appropriate supe! nu 
vision and inspection of warehouses and the registration of war | to 
house receipts by an impartial agency. 

Fourth, through financial guaranties based on the financial | by 
sources of the warehouseman and/or bond requirements. eX 

According to a recent survey made by the United States Depar' an 
ment of Agriculture, there is in this country about 650 million bushe!: of 
of terminal elevator space suitable for the storage of bulk grai 
These terminal elevators are generally equipped for properly ha an 
dling, cleaning, and conditioning grain. The capacity of these ele ur: 

vators is generally adequate for ‘the usual commercial needs in te! cer 


minal markets of grain merchandisers and processors, plus some In | 
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storage of reserve stoc ks of grain owned by producers and the Gov- 
ernment. It is not adequate for storage of the very large reserve 
stocks of grain such as were accumul: ited by the early forties and in 
1949-50. 

In order to handle such large accumulations it has been necessary 
to encourage more and longer storage of grain on farms, to stimulate 
the construction of additional country and terminal elevators and 
annexes, to install Government-owned bins and quonset huts—total- 
ng presently more than 500 million busheis of storage space—and 
resort to the use of various unusual and makeshift types of storage, 
such as airport hangars, oil tanks, ships, flat warehouses of various 
types, and even ground storage. 

Commodity Credit, being forced to use unusual types of storage, 
encountered unusual hazards and losses. In some cases the condition 
of the grain, from the standpoint of moisture, temperature, or insect 

niest ation, was not suitable for long-time sto age. In some cases 

. facilities were inadequately equipped for the handling, condition 
ng, and fumigating of grain. In some cases the so-called warehouse 
men Were inexperienced and thought they saw a chance to pick up 
some easy money. Had they been more experienced, they would have 
considered more carefully the hazards and costs involved. 

Under the emergency conditions that prevailed in the summer of 
149, the Commodity Credit Corporation officials did not, and I 
believe could not, exercise the judgment that a prudent owner ordi- 

irily would exercise with respect to the ability and integrity of the 
operators and the adequacy of the facilities they found it necessary to 
utilize. 

Senator Kem. Mr. Farrington, is the text correct or is your reading 
here correct’ The text Says, “perhaps could not.” You read, “I 
believe could not.” Which is correct ¢ 

Mr. Farrtneton. I think either 

Senator Kem. There might be quite a little difference. Which is 
he way you want it to be ¢ 

Mr. Farrineron. I will stick to the text perhaps. I really believe 
they could not either. 

Senator Kem. Do you believe they could not or that they perhaps 
ould not? Which do vou believe ¢ 

Mr. Farrineron. I will stick tothe text—“perhaps could not.” 

Senator Kem. Excuse me for interrupting you. 

Mr. Farrrneron. That is all right, Senator. 

It may be that their forms and procedures as of that time were not 
ulequate for a proper appraisal, but recent modifications have tended 
to correct that situation. Commodity Credit Corporation’s procedure 

ow provides for a personal inspection of the facilities to be covered 
by a uniform grain storage agreement, it provides for checking the 
experience and ability of the warehouseman, his financial resources, 
ind, in addition, requires surety bonds to the extent of 6 to 12 percent 
of the value of the principal commodity to be stored. 

\s I suggested above, the adequacy of the official grain standards 
and the competence of grain inspectors has an important bearing on 
vrain storage operations. Grain is not just grain. It is grain of 
certain kind, class, and grade as specified by a licensed grain inspector 
n accordance with the official grain standards. The number of differ 


t 
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ent qualities of grain which must be stored separately in a larg 
terminal elevator may be as many as 100 or more. 

In our terminal elevators the grade shown on the warehouse rece)), 
is the grade specified by the inspector for the incoming grain. L 
wise, the load-out grades are those specified by licensed inspect 
Any radical change in grade standards or in the interpretation of 
standards between the unload inspection and the load-out inspect io 
a matter of serious concern to the warehouseman, since on comming 
yrain he is obligated to load out the same grade as the one he unload 
\ difference in Inspection may cause a Warehouseman to incur disco 
for either quantity or quality deficiencies. 

In this connection we are seriously concerned at the present tin 
to possible effects of the activities of the Food and Drug Adminis 
tion with respect to grain sanitation. We approve the objectives | 
the grain sanitation program and we are prepared to cooperat: 
improving sanitary conditions in and around our elevators, but 
are apprehensive as to the possible losses that may be suffer 
farmers, warehousemen, the Commodity Credit Corporation 
other owners and storers of grain as a result of the seizure ai 
demnation of grain for food purposes. Farmers could find thems 
without a market for their wheat except on a feed price basis. 
availability of loans to farmers could be seriously restricted. 
modity Credit Corporation could lose millions of dollars, and | 
housemen placed in financial jeopardy if there are Pes a ~e 
of wheat which in the past has been accepted and used as mil 
wheat and which met the requirements of the official grain rfanest we 

Terminal warehouses in this country may be licensed under eit 
State or Federal warehousing laws, and may be supervised 
spected by one or more of the following: (1) the Federal War 
Act Administration, (2) the applicable State warehousing dep 
ment or commission, nM 3) board of trade or grain exchange « 
plovees. 

The United States Warehouse Act is generally regarded as a gos 
warehousing law, and the grain trade seems to be of the view | 
that act is administered well by Mr. Yohe and his assistants. 

A relatively small percentage of the grain warehouses of [ 
country, however, are licensed under the Federal act, and to force ex 
tension of Federal licensing would cause unnecessary duplicatior 
infringement of State regulatory activities, and greatly increase I 
eral expenses. 

As has been pointed out, many States have good warehousing | 
which are well administered. In other States either good laws 
good administration is lacking. These situations should be corrected, 
or Federal licensing should be expanded in those States. 

The Cuarrman. In that connection, Mr. Farrington, as representa 
tive of your association, have you a list of those States with a comme! 
on their respective warehousing laws for the record ? 

Mr. Farrrncron. I do not have such a list. 

Mr. Correr. Senator, one of the other groups do have a breakdow 

The Cuarrman. Very well. 

Mr. Farrtneron. In Minneapolis, Milwaukee, Chicago, Kansas 
City, and other places, the local grain exchanges or boards of trade 
supervise and inspect warehouses within those markets. These self 
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m posed regulatory activities are generally quite effective, but do not 
extend to all areas. 

The suggestion has been made that Commodity ¢ Credit Corpora- 
tion should exercise more supe rvision and make more i spections of 
grain warehouses in which its grain is stored. We believe that Com- 
mod! ity Credit should, insofar as pri acticable, exercise the same care 
an d supervision that any prudent owner would exercise. We do not 
elieve that this requires extensive or universal inspection of elevators 
or grain stocks. Commodity Credit Corporation, like any other de- 
positor of grain in a pub lie warehouse, has a right to expect per- 
formance by the warehouseman in accordance with the terms of 

storage contract and the warehousing laws and regulations unde1 

Lich the elevator is licensed and operated. 

Nearly all of the warehousemen who stored grain for Commodity 

reclit Corporation have entered into a uniform grain storage agree 
ment with the Commodity Credit Corporation. The terms of that 
igreement have been subjected to annual review between representa- 

ves of the Commodity Credit Corporation and country and terminal 
renousemenh. 

Amendments have been a lopted from time to time, and extensive 
reViIslons have been made in the last 3 o1 f years in an etlort Lo spell 

more precisely the rights and responsibilities ot both the Gov- 
nment and the warehousemen. 

The responsibility of the warehouseman with respect to the con- 
dition of the grain and the means available to him for terminating 
that responsibility, and the application of discounts for deficiencies 
quality or quantity, are spelled out. Our contract with Commodity 
Credit Corporation 1s much more exacting than most commercial con 
ll For example, in ordin: ry commerce F al pri actice, rede livery of 
crain having the same grade meets our obligations, but the uniform 
vrain storage agreement requires us to redeliver grain which not only 

eets the numerical grade but also 1s equal to or better than the aver- 
we with respect to each factor within the grade such as testweight, 
damage, and foreign material. This is a very exacting requirement 
ch at times subjects us to substantial penalties. On the other 
hand, the terminal elevators receive no credit or compensation for 
overdeliveries as to quality—a provision to which we have objected 
repeatedly, but in vain. 

During recent months warehousemen have sought assurance from 
Commodity Credit Corporation that they, the warehousemen, would 
not be subjected to discounts or pen: alties with respect to Commodity 
Credit Corporation owned grain which may be condemned by the 
Food and Drug Administration for food purposes because of the ap- 
plication of standards other than the official grain standards pro- 
nulgated by the United States Department of Agriculture. Thus far 
Commodity Credit Corporation has refused to give such assurances. 
All warehousemen are very much disturbed by this situation and many 
of them may refuse to store, or greatly curt: ail their storage of Com- 
modity Credit C orporation grain. 

= the storage of Commodity Credit Corporation owned grain we 

e been encountered with many problems. Usually terminal ele- 
vators expect to replenish their stocks each year and perhaps several 
mes a year. We now find it necessary, in many cases, to store the 
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same grain for several years. This long-time storage increases 0) 
fumigation and conditioning costs and subjects us to increasing | 
of loss because of grain going out of condition. The long-time sto: 
and repeated handling and conditioning of grain also causes wei 
losses through evaporation and other invisible losses and throug!) 
creases in dockage. For example, if grain comes in with 1 per 
dockage and the same grain when loaded out has 2 percent dockave. 
and the warehouseman is responsible for the net bushels taken in, he 
would be short to the extent of 1 percent of the gross bushels. In | 
dling large quantities of grain such shortage and invisible losses thy; 
occur can result in substantial shortages and cause the warehouseis 
to be in technical violation of his storage agreement. 

Overages or deficiencies in weight or quality are natural in ha: 
dling grain and in the grain trade we have long-established rules fo 
making settlements for such differences. Generally speaking, eit 
a substitution would be made or a monetary settlement agreed po; 
based on market prices prevailing on the date of delivery. Thousands 
of such settlements are made daily. Occasionally the two parties ; 
not reach agreement and the case is arbitrated by an impartial trace 
committee set up for that purpose. Court actions are very rare in { 
grain trade. 

Generally, Commodity Credit Corporation has more or less fol|: 
trade custom in making settlement for quantity and quality deficie: 
such as normally occur in the handling of grain. Cases of willful 
outright conversion are a different matter, but I would caution aga 
taking any action or adopting any procedure which would interfer 
with Commodity Credit Corporation making prompt and equita! 
settlements in accordance with trade practices, of quality and quant 
deficiencies such as normally and naturally occur. Commodity Cr 
Corporation is the biggest grain handler in the country. It was giv: 
corporate form, in part at least, to give it flexibility in utilizing « 
mercial practices and procedures. It cannot function efficiently a 
effectively in carrying out its huge tasks if it is hamstrung wit! 
much red tape and expected to follow the cumbersome procedures of 
an old-line Government bureau. 

The Cuarman. Mr. Farrington, how long have you been in 
warehousing business ¢ 

Mr. Farrtneron. About 414 years in my present position. 

The CuarrMan. Did you have any prior experience ¢ 

Mr. Farrrneron. I was associated with the Government in the gra 
end of the Commodity Credit operations for a considerable period 
time: ves, sir. 

The Cuarrman. What has been your experience as to the losses | 
be expected by the owner of grain who stores in large quantities, s' 
losses resulting from conversion and lack of proper facilities, a1 
things that you have indicated in your statement ? 

Mr. Farrineron. I would say in normal commercial practice it 1s 
very small, 

The Cuarrman. Very small ? 

Mr. Farrtneton. Yes, sir, because it is in well-equipped houses, wi! 
established firms conversion losses are almost unheard of. 

The Cuarrman. Yes. With respect to shrinkage, what is the toler- 
ance allowed? What is the usual loss? 
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Mr. Farrincton. That depends on the area you are in, Mr. Chair- 
an. In the Southwest I believe the experience is that at least 1 per- 
ent would be a normal and a typical loss. In the North it is smaller. 

The CHAIRMAN. Smaller / 

Mr. Farrtneton. We expect to lose one-eighth to one-quarter of a 
ent each time we turn and condition the grain. We do not have 

turn it as often as they do in the South. 

Che Cuarrman. Under the uniform grain storage agreement that is 

sually signed between the Commodity Credit Corporation and the 
warehouseman, is there an allowance paid for such norma! losses / 

\ir. Farrineron. No, sir, not in the terminal elevators. 

The Carman. So that when the Commodity Credit Corporation 

ores a given amount of grain, grading a certain way, regardless of 

en that grain is removed, they expect the full amount back, I am 
talking now about wheat. 

Mr. Farrtneton. Yes. 

The CHatrrMan. At the end of the period the warehouseman must 
rm mn weight, kind. quality, the same amount of the same product 

similar product ‘ 

Mir. FARRINGTON. Similar product of equal value. 

The CHAIRMAN. Equal value / 

Mr. Farrineron. If it is commingled storage: ves, sir. 

The CuarrMan. Now, what provision is there in the contract to 

rotect the warehouseman from this shrinkage you speak of ? 

Mr. Farrtnetron. There is none as far as the terminal elevators are 
erned. 

Phe CHatrMAN,. So that if there is any loss from shrinkage, it is 

fered by him? 

Mr. Farrineron. That is correct I am not saying losses always 
ir. There may be offsetting factors. 

The CHamrMan. Yes. 

Mr. Farrmnetron. But if a loss of that kind does occur, then it is 
‘ arehouseman’s responsibility. He has to still deliver the same 
ber of net bushels of equal quality. 

The CHamman. I see. Is there any provision made by way of 

mpensation’ That is, are the fees paid by the Commodity Credit 

its contract sufficient to meet these shortages resulting from shrink- 
ve’ In other words, is the amount fixed in the contract of such a size 

} take care of that, or—may I put it this way—when the amount 

greed upon for storage is first determined, is that factor taken into 
sideration in fixing that charge ? 

Mr. Farrrneton. Well, Senator, we have the warehousemen who 

ve always asked for and recommended and felt they were entitled to 

i higher rate than we received. In pressing for that we asked for, 
we called attention to the shrinkage and to the risks that we were forced 
carry. We have not been accorded the rates that we thought were 

e right rates, but they are sufficient that we have generally gone 

ong with the Government and have stored large quantities at those 

The Cuamman. In warehousing this grain, has the Commodity 

Credit Corporation lost more than the average grain dealer would 
Oxe ¢ 


Mr. Fakrineron. Not in terminal warehouses, sir. 
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The Cuarrmman. That is what I had in mind. I mean, in the usua] 
customary way of warehousing grain, you would say their losses are 
about the same as those sustained by the farmer? 

Mr. Farrineron. As other depositors in terminal warehouses, yes, 
sir. 

The Cuamrman. And you have indicated in your statement, either 
directly or indirectly, that such losses as may have been sustained by 
Commodity Credit were more or less due to inefficiency of the facility 
in which they put the grain and the inexperience of the grai 
handlers. 

Mr. Farrinetron. I think it was generally due to using facilities o! 
a type that would not ordinarily have been used; yes, sir. 

The CHarrman. Now, is it your judgment, considering the \ 
amount of grain that was stored during the years 1948-49, with such 
large crops, and the fact that the Commodity Credit had to get out and 
get thousands of people to handle this, that it would be out of | 
for them to make a mistake in getting a few inexperienced people to 
handle such a huge volume of grain? 

Mr. Farrineton. Senator, I think that was unavoidable under thy 
circumstances they were faced with in the summer of 1949. I think 
more advanced planning could have been had. But even so, 1 thir 
they would have had to resort to emergency types of facilities. 

The CuarrMan. Well, it is your judgment, as you stated in 4 
statement, as I understood it, that in your opinion the over-all 
done by the Commodity Credit Corporation, considering it from every 
angle, has been pretty well done ¢ 

Mr. Farrineron. I do, Senator. 

The CHatrMan. Senator Kem, do you wish to question ¢ 

Senator Kem. I just have two or three questions. 

What was the period of your employment by the Commodity Cr 
Corporation ¢ 

Mr. Farrincron. 1940 to 1947. 

Senator Kem. Seven vears / 

Mr. Farrineron. Yes, sir. 

Senator Kem. And then what was your business before that / 

Mr. Farrtneron. I had been in the Department of Agriculture for 
a number of years before that, Senator. 

Senator Kem. When did you first enter the Government servic 

Mr. Farrineron. 1928. 

Senator Kem. In what capacity were you employed then? 

Mr. Farrineron. I was first employed in the Bureau of Agricultura 
Economics as an agricultural chemist in the cotton branch. I hay 
pened to be stationed in Louisiana the first year I was in the sery 
Then I was stationed in the Bureau of Agricultural Economics unt! 
1933, and was transferred to the AAA, and subsequently to PMA 
and Commodity Credit. 

Senator Kem. How long were you in AAA / 

Mr. Farrineron. From 1934 to 1940. 

Senator Kem. 1940? 

Mr. Farrineron. Yes. 

Senator Kem. How long were you in PMA? 

Mr. Farrineron. Well, my service in PMA and Commodity Credit 
was contiguous. The two agencies were more or less identical. A! 
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the time PMA was in existence and I was in Commodity Credit, I was 
in both agencies because the officers of one were automatically members 
of the other. 

Senator Kem. I suppose you have continued your friendly relations 
with Commodity Credit since you left their employ / 

Mr. Farrrneton. We have done business with Commodity Credit, 
the same as any other firms have done business. 

Senator Kem. And your testimony is that the Commodity Credit 
(‘orporation exercised the judgment any prudent owner would exer- 
cise ordinarily with respect to the ability and integrity of the operators 
as to the adequacy of the facilities they found not necessary to utilize ¢ 
Mir. FARRINGTON. I said I did not think it was possible under the 

itions they were faced with in 1949 to exercise such judgment. 

Senator Kem. Did not think it was possible / 

\Ir. FARRINGTON. We would generally hope they wol ld be in a 

tion to exercise such «i cretion. except where they were faced with 
those tremendous jobs, | believe by and large they can do it. They 

, handicapped by 

senator KEM. What does this qualify hg phrase in your statement, 
‘perhaps could not.” mean / 

Mr. Farrincton, | meant just that: That under the verv huge task 
they faced in that period I do not really believe that anybody could 

ive gotten all that grain stored without incurring some unusual 

Zaras and losses. 

senator Kem. ‘That seems to be a reasonable conclusion. 

Are you prepared to justify and defend the various cases which 

ive been brought to the attention of this committee which you, 

aps, have noticed in the public press? 

Mr. Farrtnetron. | definitely do not condone or defend any case 


f misappropriation or lack of due diligence in handling commodi- 


, grain or any other commodity, that is entrusted to the care of a 
rehouseman. 
Senator Kem. What would you say about a case like Midwest 
Storage Co. in Kansas City, where grain was stored at Camp Crowd- 
thew corporation, no capital paid in, contract for storage made 
h the Corporation without any financial statement requested or 
‘ived by the Commodity Credit Corporation. What would you say 
ut a transaction like that? 
Mr. Farrinecron. I would hope that it would not be often necessary 
vo into a storage contract without such meager investigation. 
Senator Kem. Would you think it was ever necessary to do that? 
Mr. Farrrneton. I don’t know. I know they were up against a hard 
b. but I doubt it was ever necessary to do that. 
Senator Kem. Can you imagine any circumstances that would 
tify the Commodity Credit Corporation not asking for a financial 
itement of the company before entrusting thousands of bushels of 
to it? 
Mr. Farrtnectron. Well, I would have thought 
tatement furnished. I know we always furnish them for all of 
people. 
Senator Kem. You are not prepared to defend or condone a trans 
on of that kind on behalf of the Government agency / 


there would be such 
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Mr. Farrineron. I don’t have enough facts. I think they shou), 
have had a financial statement and should have given some thoug 
to financial responsibility. 

Senator Kem. Are you familiar with the case of V. M. Harris G: 
Co. and their operations at Camp Crowder ? 

Mr. Farrinoron. No, sir. 

Senator Kem. You have seen the papers about it, have you not ? 

Mr. Farrineton. I have seen some references in the paper. Tha: 
the only knowledge I have. 

Senator Kem. What would you say generally about a loss of 
500,000 bushels of grain in one operation of that kind ? 

Mr. Farrineron. Did such a lise as that occur? 

Senator Kem. Is that right, Mr. Cotter? Was it 500,000 bushe 
dollars ¢ 

Mr. Correr. About a $500,000 claim. 

Senator Kem. $500,000. What would you say about a loss 
that’ Would you expect that to occur under conditions that a pruce 
owner would ordinarily exercise with respect to the ability and 
tegrity of the operators and the adequacy of the facilities? 

Mr. Farrineron. You would certainly not expect any such loss 
that in a regularly established elevator. I just don’t know enoung 
of the facts. I don’t know why the grain wasn’t watched more . 
fully. I don’t know whether they had facilities for handling it 
just don’t know enough of the fac ts to venture an opinion on that. 
is a tremendous loss and I am shocked that such a loss could o 

Senator Kem. Are you familiar with the testimony before the co 
mittee on the storage contract with Cargill, Inc., in Norris City, I! 

Mr. Farrineron. No, sir, I am not. 

Senator Kem. Is that a terminal grain operation ? 

Mr. Farrineron. Not at Norris City, as I understand it. T| 
are oil tanks, I believe, that were converted to grain storage. 

Senator Kem. Oh, is Cargill a terminal warehouse operator o1 

Mr. Farrincron. They operate lots of terminal elevators; yes, si: 

Senator Kem. Are they a member of your association ¢ 

Mr. Farrineron. Yes, sir. 

Senator Kem. But the operation at Norris City, IL, is not 
minal operation ‘ 

Mr. Farrinerox. Not in the sense in which we consider term 
operations; no, sir. It is a large storage operation. If they 
5 million bushels there, that is a large storage operation, but it 
in an established terminal market. 

Senator Kem. Are you familiar with the terms of the contract 
tween the Commodity Credit Corporation and Cargill with refere: 
to storage of grain at Norris City ¢ 

Mr. Farrineron. I have no special knowledge or persona! knowl 
other than that I have seen in a few references in the press. 

Senator Kem. You are not prepared to discuss that contract ‘ 

Mr. Farrincron. No, si 

Senator Kem. Are you familiar with the contract between 
modity Credit and Cargill, Inc., with reference to purchase of 
in Minneapolis and delivery at Albany? 

Mr. Farrineton. I have some knowledge of that: yes, sir. 

Senator Kem. Of that contract ¢ 
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Mr. Farrineron. Yes, sir. 

Senator Kem. Are you familiar with the hedging operations that 
irgill had under the terms of that contract ¢ 

Mr. Farrineron. I don’t know anything about the internal opera- 
ions of Cargill. I don’t know what they did about hedging. I know 
he usual grain practice of a grain firm. 

Senator Kem. That they bought it at a price and it was delivered 


it some future time at the same price that was contemplated when 


mmediate delivery was provided for? 

Mr. Farrineron. That all depends on how much deferment there 
ms delivery, Whether the delivery was to occur before or after the 
XD ration of the futures contract on which the transaction generally 
= based, and the extent to which they covered the purchase im- 
ecliately. There are a lot of factors that must be taken into consid 

tion in evaluating an operation of that kind. 

Senator Kem. Were you familiar with those factors in that partic- 
ir contract ¢ 

Mr. FARRINGTON. I am partially familiar with them. except for the 
ternal operations within Commodity Credit and within Cargill. I 
on’t knew anything about how they hedged or when they hedged or 
what market or when they covered their contract or—— 

Senator Kem. When the terms of the contract were changed with 

ect to delivery, should consideration have been given to a read 
istment of the price 4 

Mr. FARRINGTON. | think when any term of a contract is changed 
deration should be given to other pertinent factors in that con 


ract: ves, SIr. 

Senator Kem. Would the readjustment of the price be a pertinent 

or ¢ 

Mr. Farrineron. Yes, sir, that is a very essential factor. 

senator Kem. And you would Say, as an experienced OTaih ial 
ier member of the staff of Commodity Credit Corporation, that a 


] 


tection of the Government’s interest in those circumstances wo ld 
re a reexamination of the price ¢ 
Mr. Farrtneron. A reexamination: yes, sir. 
Senator Kem. I believe that is all, Mr. Chairman. 
The CHatrMan. Mr. Farrington, Senator Kem has mentioned two 
ses at Camp Crowder. I think the evidence discloses that in the 
ise of the V. M. Harris Co. the facilities there were first rented 
Mr. Harris in order to store privately owned grain, he did not start 
th Commodity Credit Corporation. 
In the case of Mr. Harris, as I understand, he complied strictly 
th the contract in furnishing bond and in furnishing financial 
tatements, and his financial statement showed the value of a half a 
ullion dollars. He was also known to be an experienced grain nah. 
In the case of the Midwest Co., it is true that it was a new corpora 
n, stock had just been subscribed. It is also in evidence that the 
en obligated themselves for forty or fifty thousand dollars to re 
ur the camps in which to store. 
\lso, in the case of Midwest while they did not exactly comply with 
e rules and regulations, they seem to have made a perfect job of 
n that the Government did not lose a penny. Midwest lived up to 
ontract. The grain was shipped out on order and there was not 
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a single loss sustained by the Government insofar as grain hand 
is concerned. On the contrary, in the Harris case, where they eo) 
plied with all the rules and regulations, losses were sustained. 

Now Mr. Harris was supposed to be a splendid operator, bu 
believe his difficulty was that he trusted the fellow who shipped 
grain too much, he did not have scales at his place, and he met 
other difficulties. 

Now under those conditions would you think the Government 
an error ¢ 

Mr. Farrtneron. If he didn’t provide proper facilities and d 
make the proper checks of the people with whom operating, | 
he would be at fault. 

The CHatrman. Yet he is an experienced man. 

Mr. Farrtneton. He doesn’t sound like it, an experienced 0) 
tion. 

The Carman. I am saying, insofar as the Commodity ( 
Corporation is concerned, in that case they followed the rule 
regulations outlined in obtaining the bond and in obtaining the fi 
cial statement. He had experience, and vet in that case we are { 
with a possible loss of $400,000. In the other case, where they did ) 
quite comply with the rules but they had a set of good men, 
what is in the record, there was no loss. 

So how are we to judge these two cases? Can you tell me? 

Mr. Farrtneron. Now, I cannot say, Mr. Chairman. The integ 
and the diligence of the warehouseman is all important, more 
portant than any formalities. 

The Carman. There is also in the evidence that these fa 
went begging for quite some time. The War Assets Administ: 
was trying to lease them because it was costing the Government S$) 
a month to maintain the places. The War Assets more or less du 
it on people, that is, the Midwest and probably Mr. Harris, a 
was thought to be possible to convert these facilities in order t: 
care of the grain. At that time there was, as the evidence shows 
need for grain storage warehousing facilities. 

Mr. Farrrnoeron. Yes. 

The Cyuarmman. You recall that? 

Mr. Farrinetron. Yes, I know. 

The CHamman. So if you take all of those things into con 
tion, it is pretty hard to say where the Commodity Credit m 
mistake and where it did not ? 

Mr. Farrtneton. It is. I agree with you. It is pretty h 
evaluate some of these cases. 

Senator Kem. Would you not say, as a general practice it woul 
unwise for Commodity Credit to make storage contracts with co 
panies about whose financial responsibility it knows nothing? 

Mr. Farrtneron. Yes, sir; if they could avoid it, and they certa 
should avoid it. 

The Cuatrman. I do not think there is any doubt about it. IT agre 
with that thoroughly. Yet, as I said, you have the two experiences | 
have given you. 

Senator Kem. Well, Mr. Chairman, I think you are taking a rathe! 
rosy view of one and a rather critical view of the other. It seems | 
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me that the operation can be criticized in both cases in the light of 
what we know about it now. 


Phe CuarrMan. Well, of course, that is, 1 suppose, Mr. Hindsight 


t work. 


sepator Kem. But er rtainly there ought to be some way to save the 
Government from the kind of loss that they incurred in the Harris 
ome Way to prevent contracts of that 


companies about whose financial responsibility 
ne whatever is known. 


The CuarrMan. In the case of Mr. Harris, I 


t else the Commod Cy C red 


e. There also ought to be 


| being made with 


am just wondering 
t could have done in order to assure 


j of no k sses. here asa concern that Was engaged for a lor oO 
eriod of time in dling grain and, from the reports that we put 
the recora, had fi incial standing, expel ence, and met all othe 
re ents. it may ive been the 10D was too big ror them. I do 
snow, but, as | ld, in that case every rule and regulation was 
ed a | yet Ve wed With a Por ble loss. Should you blame 
( eee. ( \ POraLiol bye . oO! Phedt | cannot 
In the Hari ca i k the evidence sta e mit id ted t il 
V turhbisnea a futement \ #1! | SHON eV wer 
il half million GOLATS, Phey were experienced grain handlers 
t just happened that Mr. Harris probably pinched his pennies to 
rf pros d he s les at the place to welch tT i e 
pended too much « ie other fellow shipping him the kind and thi 
vV ol rail \ =U] post ito nave bee S| pp i. | i} il’s 
} 3 po s1poie los lise OF 
very ho i ii ft = tigre I rh ! { t uv 
1 i ‘ nmitiliol toOliars e ( \ brie i ot 
1@ O t. 
Mr. Cotter, hay y questions / 
Mr. Correr. Yes 
Mii il ert } Le I I i Ly \ 
the (rove! | itself th these - 
) i i that ft ( nodit ( re usec ‘ " ) L { 
ein ant that emergency or that thet - o 
| I .G it there shor ld have bee! 7 pre} l 
i hn there is l am not going CO say I don't 0 Who i 
0 ble for thre eparation not bell yy Vii cle. | know that we as 
| ] or ¢ ? oO} 


} % i 
came down here as early as Feb: 
made certain recomme! cdlations, wl ch, howe Pr 


hs 


vary 19-49, 


uuld have in 
(| legislat on, and the recommendations were not carried out. 
he CuarrMan. Would you vive us some idea of what those reco 
endations were / 
Mr. Farrtneron. We recommended that in order to create addi 
onal warehousing facilities an accelerated amortization of those fa 
ties be proy ided. 
The CHAIRMAN, ‘To induce private enterprise— 
Mr. Il ARRINGTON, To enable private enterprise to go ahead and In 
st in Various high cost facilities that might not have continuous use 
Che CHarrMan. Now 


what other recommend 
Mr. Farrineton. 


lations were made 4 
That was our major recommendation. 


20554 v2—pt. 2 te 
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Mr. Correr. Was that plan ever carried out ? : 
Mr. Farrtneron. A bill was introduced and referred to the Depart. F 7 
ment and it did not get a favorable recommendation. 

Mr. Correr. By the Department ? 

Mr. Farrineron. Yes, sir. 

Mr. Correr. Was it ever at a later date carried out ¢ 

Mr. Farrrneton. It was carried out after 1950 under the \W 
Powers, but that was too late to help out in 1949. 

Mr. Correr. In other words, you contend that the warehouse t) 
did anticipate and did recognize prior to 1949 that such a situati 
was going to occur 

Mr. Farrtneron. Yes, sir. I don’t know that that would have 
the situation entirely. 

Mr. Correr. Yes. 

wir. Farrtneron. But if we had 5 or 10 or 100 million, we wo 
have had that much better space than they had to utilize. 

Phe Cuarmman. I guess Treasury opposed it because of loss 





taxes. 

Mr. Farrineton. They opposed it, I suppose, on the grounds of lo: 
in immediate taxes. Over a long period of time it did not necessa: 
mean a loss of taxes. I think the view on that was short-sighted 

Mr. Correr. Once they had provided for the storage of this o 
in emergency facilities, do you feel that the inspection service that 
given subsequent there was adequate and prudent ¢ 

Mr. Farninetron. Well, it has been proven that it wasn’t adequate, 
hee; use losses occurred that should not occur. But to what eXtt 
they had people available that could do that kind of work I am not 
a position to say. Ordinarily they should not have to inspect pu 
warehouses because—— 

Mr. Corrrer. Are you talking about terminal or country elevators o 
just any kind? 

Mr. Farrtmncton. t am speaking of terminal warehouses becaus 
that is the group I am representing, and that is what my experie! 
is. 
‘| he CHAIRMAN. Will you describe for the record the differs nces 
these warehouses—terminal and other kinds. Why should there | 
a dicerence as to Inspection ¢ ; 

Mr. Farrineron. What we consider as terminal warehouses 
warehouses where large aggregations of grain are, where there is 
organized market, where there is an inspection service, and wher 
there Is close supervision exercised. 

The CHaremMan. Usually a terminal warehouse is where the grair 
shipped to the consumer, that is, to mills or the export trade ¢ 

Mr. Farrtneron. Or an intermediate point. The grain, of cours 
first comes into a country elevator. 

The CHatrman. What is the next kind of warehouse ? 

Mr. Farrtnetron. Well, there would be one at the consuming esta! 
lishment, the country terminal and—— 

The Cuatrman. Why should there be a different kind of inspect» 
with respect to the terminal warehouses in contrast to the ot! 


classes ¢ 
Mr. Farrineron. Country? 
The Cuatrman. Any kind. 














STORAGE AND PROCESSING ACTIVITIES OF CCC 1851 


Mr. Farrtneron. The country elevators are the smaller elevators out 
‘ny the area, and you can’t afford to maintain an inspection service at 
every country elevator. ; 

The CuHamman. That is because there is so much less grain concen- 
trated at a particular point ? 

Mr. Farrrnetron. Yes, sir. 

The Cuarrman. The expense would be prohibitive ? 

Mr. Farrrneton. Yes, sir. 

Senator Kem. Do you not have certain so-called terminal points 
that are recognized as points where terminal elevators are located 

Mr. Farrtneron. That is correct, and where we have an inspection 
service. 

Senator Kem. What are those points ¢ 

Mr. Farruneron. I could not name all of them offhand, but there 
are many of them in the country. At Minneapolis we claim the larg- 
est terminal concentration—Duluth, Superior, Chicago, Milwaukee, 
Kansas City, Omaha, St. Louis, Indianapolis, Portland, Seattle, San 
Francisco. 

The Cuarrmman. New Orleans? 

Mr. Farrineron. New Orleans. There is a big elevator at New 
Orleans. Houston, Dallas—— 

Senator Kem. Wichita, Hutchinson? 

Mr. Farrrneron. Those places all have inspection service. They 
are sometimes called subterminals. 

Senator Kem. How many points are there down in the Dallas area 
where they have had such large losses ¢ 

Mr. Farrineron. Dallas and Fort Worth are certainly terminal 
markets. 

Senator Kem. Are they the only ones? 

Mr. Farrrneron. Amarillo, I suppose. I don’t know. 

Senator Kem. Wichita, Wichita Falls? 

Mr. Farrtneron. Wichita, Kans., certainly. I don’t know about 
Wichita Falls. 

Senator Kem. What were the other points ¢ 

Mr. Correr. Houston and Galveston. 

Senator Kem. The other points where there have been losses in 
the Texas area ¢ 

Mr. Correr. Galveston, Houston, and Fort Worth. 

Senator Kem. I am talking about the places of losses—Corpus 
Christi, Texarkana, Midland. 

Mr. Correr. Galveston Wharves case in Galveston, Tex. 

Senator Kem. Are those terminal points? Is Texarkana a terminal 
point ¢ 

Mr. Farrineron. I don’t think so. 

Senator Kem. Corpus Christi ¢ 

Mr. Farrineron. I would think so, but I am not certain of that. I 
know Houston and Galveston would be. 

Senator Kem. There is a large loss at Corpus Christi, is there not? 

Mr. Correr. That is correct. 

Senator Kem. Is that a terminal elevator there ? 

Mr. Farrtneron. I don’t know. I don’t know what they have in 
the way of inspection service. 

Senator Kem. What are some of those other points, Mr. Cotter? 
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Mr. Correr. I do not have my records right here and I car 
rattle them off from memory, Senator. 

Senator Kem. What I was interested in finding out is whether 
of these losses have occurred at terminal points, at so-called termi: 
elevators. I think that is a matter of some importance. 

Mr. Farrineron. I have no personal knowledge of losses at ter; 
nal markets. 

Mr. Correr. Do you know whether any of the members of y 
association showed up with shortages ? 

Mr. Farrineron. I don’t know of any where there is a shortage | 
has actually been proven. I know one case where there was alleg 
shortage which was not an actual case. 

Mr. Correr. You mean which did not develop into a shortage / 

Mr. Farrineron. Yes, sir. 

Mr. Correr. You would know, would you not, if one of 
members—— 

Mr. Farrineron. Not necessarily. 

Mr. Correr (continuing). Was a converter or there was any pu 
licity given to it? 

Mr. Farrineron. Not necessarily. 

Mr. Correr. Wouldn't the association take sufficient pains to deter 
mine whether or not one of its members was converting grain of 
Government and throw him out of the association ¢ 

Mr. Farrincron. We don't maintain a large staff or an active orga 
ization and make that kind of check. There have been one or 
cases where our members were alleged to have engaged in pract 
that were contrary to the standards of the industry, and we officer 
of the association did caution them and get after them a little bit 
It wasn’t necessary, as I remember, to disqualify anybody from mu 
bership. But we are not a policing organization. 

Mr. Correr. Don’t you think that you would know if you had 
substantial conversions that were given any publicity? 

Mr. Farrineron. I think so. 

Mr. Correr. Can you cite that you have no knowledge of cony 
sions of your members ?¢ 

Mr. Farrineron. I have no personal knowledge of any actual 
versions by members of our association. 

Mr. Covrer. Have you inquired of your Washington representatives 
or any of your central points to determine whether there has been‘ 
Mr. Farrineron. Mr. Brooks is the only representative we hav 
Washington. I would be glad to ask him if he has any knowledg 

My understanding is there have been none. 

The Cuarrman. Mr. Brooks, will you be sworn? Do you solem: 
swear to tell the truth, the whole truth, and nothing but the trut! 
so help you God ¢ 

Mr. Brooks. I do. 

The Cuairman. Give your full name. 
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TESTIMONY OF WILLIAM F. BROOKS, REPRESENTING THE 
TERMINAL ELEVATOR GRAIN MERCHANTS ASSOCIATION, WASH- 


INGTON, D. C. 


Mr. Brooks. William F. Brooks, 604 Hibbs Building. 
Phe only one I heard of that was a member of the ‘Terminal Grain 
Elevator Merchants Association was in Texas, where it was alleged 


that a company— 

The CuarmMan. What was the name of that company ¢ 

Mr. Brooks. Texarkana was one part, J. C. Croach Grain Co. 
nother part, and there was a third company. 

Mr. Farrineron. Burrus Mills. 

Phe CHainMAN. Were they named in the report filed with this com- 
mittee by the General Accounting Office ¢ 

Mr. Brooks. That is correct. 

\lr. CorTrer. ‘| hat Was one subsequently determined to be an error 
n the transmission of the report ( 

Mr. Brooks. That is correct; and the reason I know about it they 
took pains to take a half-page ad in a number of Texas papers. I 
m ot add the clidl it at considerable expense to themselves. 1 under 
stand. to write an opel letter to senator Ellender, I believe. 

The CoamMan. That is right. Tam familiar with it. 

Mr. Brooks. To eall attention to the iInaccura \ of the GAO report. 

That is the only one I have knowledge of, and I have knowledge 
of it onlv because 

Senator Ky M. Where was that operation located / 

Mr. Brooks. They OWll a number of elevators in Texas, and l ami 
not sure which ones. 

Mr. Farrtneron. | think Sherman, Tex., some place near there. 

Mr. Brooks. In Texas. I am not familiar now with the language of 
the open letter. 

The CuHarrmman. I sent for the GAO report. We will be able to get 
more definite information as to that. 

Mr. Brooks. I believe subsequently it was demonstrated there was 
no shortage there at all as to quality or quantity. 

Mr. Correr. You say you are not a policing organization, Mr. 
Farrington, but you have also testified here that you want to carry 
on this program ina very high ethical plane. If you found someone 

ho was engaging in unethical practices, don’t your bylaws provide 
that they be expelled from your association ¢ 

Mr. Farrineron. | don't recall that that is spelled out in the by 
laws. lam sure the directors of the association could effeet—— 

Mr. Correr. In your opinion, might not a strong position on the 
part of your association, which is the National Terminal Elevator 
(ssociation, set a pattern for a higher standard and might it not be 
well that your organization did some policing to keep its own house 
clean ¢ 

Mr. Farrineron. I think the association has a real moral influence. 
As I indicated, there was one instance where I know the officers 
of the association did get in touch with some operators and told them 
that what they were reported to have done was not in accordance with 
the standards of the industry, and the practice ceased. That is all I 
know. 
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The Cuarrman. I have in my possession now the report mad 
this committee by the General Acounting Office, and I notice t), 
there are quite a few warehouses in Texas that were named in it. 
wonder if either the witness or Mr. Brooks would kindly look into ¢ 
to determine which of these warehouses belong to your associat 
Would you be able to do that, sir? 

Mr. Brooks. I don’t know. Two pages of it? 

The Cuarrman. Those on page 6 were all from Texas. Are 
any of those members of your association ¢ 

Mr. Brooks. Not to my knowledge. 

Mr. Farrtneron. Not to my knowledge. 

The Cuamman. What about the next page—page 7? 

Mr. Brooks. What are the 

Mr. Farrineton. Burrus Mill & Elevator Co. 

Mr. Brooxs. What are the alleged shortages on page 7? I notice a 
heading on page 6, “Admitted or known conversion cases.” On page 7 
there is no heading. It says, “Facility and location—estimated do! 
lar shortage.” Before I answer I would like to know what kind of loss 
that is. Is it an admitted and known conversion case or just what 
is it? 

The CHarmMan,. Just estimated dollar shortage. I do not know what 
that indicates. 

Mr. Brooxs. The reason I ask, Senator, there was one of those cases 
which was subsequently found to be a gross error to be listed as a 
shortage of any kind. 

The CHatrman. Yes. 

Mr. Correr. There is a heading here, and I think that some of this 
confusion with respect to the Burrus Mill was newspaper publicity or 
lack of clarification, that there was a change in status. Here on this 
page is “Shortages—status undetermined: There follows a list of cases 
in which it has not vet been determined whether the shortage is a 
conversion.” That is the category there. Apparently that is just 
measured up and found by their measurements there were certain 
shortages. 

Mr. Brooks. The only one I see there, Mr. Chairman, is the one 
which subsequent ly—— 

The Cuarrman. What is the name of it? 

Mr. Brooxs. Burrus Mill & Elevator Co., where there was subse 
quently admitted to be no shortage. 

The Cuairman. That is the only one? 

Mr. Brooks. That is the only one I can identify there; yes, sir. 

The Cuarman. Thank you. 

Mr. Correr. I think probably the record should show what actually 
happened there is that GAO took its findings or its records from Com 
modity Credit Corporation records, and in the Burrus Mill case—they 
characterized it correctly as where the shortage had not been dete! 
mined to be conversion—but in this Burrus Mill case there was a ful 
ther footnote on the part of the inspector in the PMA records that 
never found its way into the GAO report. 

Mr. Brooxs. There was no shortage. 

Mr. Correr. He further qualified his statement, and it was the meas 
urement of a large round pile there could be some discrepancy in 
physical measurement. 
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Mr. Farrington, I noticed that you mentioned here about grains 
seriously deteriorating. In your opinion is your converison or your 
deterioration problem the more grave in this Government storage 
program ¢ 

Mr. Farrrneton. I think over a period of time you will have greater 

eces from deterioration if you have to store for long periods of time. 

Mr. Correr. How long, in your opinion, is it practical or feasib! 
fo store grain under normal elevator conditions? I don’t mean under 

il conditions, nor do l mean poor conditions, but under averave 


ditions. 

Mr. Farrineton. That is a very hard question to answer, Mr. 
Cotter. 

Mr. Correr. Well, just your judgment. 

Mr. Farrtneron. It all depends upon what grain you are storing, 


the moisture content is, what the temperature in the area is, 
? 


ether or not you have insect infestation. 

Vir. Correr. All those factors have to be taken into consideration, 
lothey not? 

Mr. Farrincron. Many of those factors. Under the best conditions 

can be stored for many years. Under conditions that are not at 
favorable 1 vear may be too much. 

Mr. Correr. Well, under the normal run of the grain, the averag 
run of the grain that you get in from one year tothe other, what would 
be the normal length of time that it would be prudent to keep that 
erain in storage ¢ 

Mr. Farrincron. Well, I would say that terminal elevator operators 

to keep their stock turning over, renewing it yearly, or certainly 
ot holding it more than 1 or 2 vears. But in some cases we store 
Nn, and store it without loss, for many years. 

Mr. Correr. Well, the occasions where you store without loss for 

iny vears are rare compared tothe grain you keep t urning ? 

Mr. Farrtneron. Yes, sir; I would say that is correct. 

Mr. Correr. And your commingled form of uniform storage co 

wt. of course, Prov ides that your stock car keep revoly ing ? 

Mr. Farrtneron. That is correct. 

Mr. Correr. And as long as you keep your standards and factors and 

racdes, you in most instances have fresh erain after a pe riod of time 
it will meet the same standards? 

Mr. FARRINGTON. That is correct, 

Mr. Correr. Well, is it correct in the case of the storage of corn in 

‘rminal elevators / 

Mr. Farrtncton. The terminal elevator storage of corn with which 
1 am familiar has been almost entirely identity preserved, where we 
do not mingle Commodity Credit corn with any other corn. 

Mr. Correr. Would you prefer to store Commodity Credit corn on 
an identity preserved or commingled basis? 

Mr. Farrtneron. I would prefer it on an identity-preserved basis. 

Mr. Correr. Why? 

Mr. Farrtneron. Because of the conditions that permit corn to be 
stored over a long period of time also produce a cracking of this corn, 
and cracked corn is considered as foreign material, and foreign 
material is a grade factor. So that even though corn is perfectly 
stored—it is turned, it is conditioned, it is kept in perfect condition— 
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the very turning of it and dropping it back into bins will cause cor 
to crack up and therefore lose grade, and subject the warehousema, 
toa loss. The corn also tends over a period of time, generally speak 
ing, to increase in acidity and some damage will begin to shoy 
after long storage. 

Mr. Correr. Take on an objectionable odor? 

Mr. Farrineron. After a long period of time. 

Mr. Correr. A stored odor. Why wouldn't the same disadvant Lor 
be overcome in the case of corn as it is in the case of wheat by putting 
it on a commingled basis and as you handle fresh stocks the Co 
modity Credit stocks move out and you supplant them with sin 
grades, and so forth ? 

Mr. Farrineron. If Commodity Credit would recognize the 
crease in the foreign material and compensate us for that, or | 
hold us responsible for that, I think by and large that there co 
be more commingled storage of corn. 

Mr. Correr. But I thought I understood you to say that by keeping 
it a long time and by having to turn it periodically, and so fort 
that increased immeasurably the amount of damage and cracked cor 
which was considered foreign material, and I guess maybe T assuny 
that if you kept moving that a little faster you wouldn't have t! 
amount of damage or cracked corn in any particular allotment 
consignment or bin, and that that wouldn't be such a serious facto 

Mr. Farrineron. You would get an increase in foreign materia! 
the first year of storage. Each time it is turned you are probably 
voing to get some cracking of corn, which is a grade factor. Ther 
would have to be some allowance for that natural cracking that 


occurred just from handling, and I think some allowance for— 

Mr. Correr. Has that ever been taken into consideration in vour 
corn-storage contracts in the amount that is paid for storage’ Well, 
in the corn-storage contract the Government assumes that becaus: 


is identity preserved basis. Is that correct ? 

Mr. Farrineron. That is correct. There are disadvantages t 
identity-preserved storage, too, from an elevator operator's stand 
point. 

Mr. Correr. I should think there might be. 

Mr. Farrineron. You cannot utilize your space as efficiently. Y: 
may have bins that are only half full and you cannot complete filling 
them because you cannot put someone else’s corn in with that cor 
You do not have the flexibility to operate your house as you do wil 
commingled grain. So there are disadvantages as well as advantages 

Mr. Correr. I can see the advantages to the warehouseman, if 
is going to suffer a loss it is going to be CCC’s. But what are t! 
advantages in your opinion to Commodity Credit to store on a 
identity-preserved basis? 

Mr. Farrineron. One advantage they have felt was real was thiat, 
generally speaking, they have put in terminal storage very high qua 
ity corn and they want to be sure that the corn they get out is not on! 
the same grade but is, in effect, the same corn, with the same quality. 
That is different crops, for example, have much different character's 
tics. The 1948 crop of corn was a beautiful crop of corn from thi 
standpoint of storage. 

Mr. Correr. Wouldn't that advantage be overcome shortly if there 
was a very great depreciation through breaking and the other dete! 
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orating factors that occur over long storage on an identity-preserved 
? 


DASIS ¢ 
Mr. Farrtneron. They do have that offsetting loss. 
Mr. Correr. I say wouldn't— 
Mr. Farrtneron. The two tend to offset each other: yes, sir. 
Mr. Correr. Well, Lam wondering if you have any feelings one way 
or the « ther as to whether or not a commingled basis on corn wouldn't 
is advantageous as the commingled basis of storage on other grains 
the particular factors were taken into consideration, the characte 
es of the corn 
Mr. F ARRINGT N. There is a real difference j rm and wheat 
we, for example, and | really believe that the interests both 


ties are served in the case of terminal elevators ; 
entity preserved. In the case of wheat we don't have 
factor, you know, you don’t have— 

Mr. Correr. I see, perhaps, where your interests are 
e only reason you can give me this parcle ulag years 
Is that the only benefit that imures te Commodity Credit ¢ 
Mr. Farrincron. I would sav it is the special benefit 
re 


‘ 


me particulal quaiity tactol that Is hot cenerally 1'¢ 
grade standards. 
Mr. Correr. Of course, on a comming 


] ] . , 
led basis vou 
| } 1 4 


h returning the wne orade and the sume Tactor, : 
same quality of standards within grad 

Mr. Farrrneron. That is why we 
er “s 
vied Dass, becau We 1S 


Mr. Correr. I see. In other words, you people won't t: 


lon't like to store corn on a conmi- 


( 
} 
i 
i 


ard to maintain the grade. 
mmingled basis / 
Mr. Farrinetron. Not in our outfit. 
Mr. Corrrer. There = so much difference betwee 
mments of corn: ts that correct ¢ 
Farrincron. We don’t know whether we wil e required to 
for | year or 2 years or 5 years or 4 years, and we don’t 


herefore feel it is prudent to take the risk under those circumstances 
of the increase 1n foreign material and the 

Mr. Correr. If you took on a commingled basis you wouldn’t be 

olding it for 2 and 3 and 4 years, you would have fresh corn stocks. 

Mr. Farr Ineton. Maybe and maybe not, 

Mr. Correr. You mean you don't turn over suffi lent quant ty of 

ree corn outside of Commodity Credit stocks to put ina fresh supply ¢ 

Mr. Farrineron. We couldn't have this year, for example. We 

ouldn’t have maintained the quality of our crop by shipping out the 
old corn and taking in the new. The new crop just didn’t have those 
qualities. It was very immature, high-moisture crop, and nearly all 
of it had to be artificially dried. This year’s crop just didn't have the 
characteristics of the corn we would have been substituting it for. 
{nd many of the elevators don’t do enough merchandising business in 
corn to permit that turn-over. 

Mr. Correr. I think you have indicated that in terminal storage 
at terminal points you don’t feel it is necessary for Commodity Credit 
Corporation to employ an inspection service because of the inspection 
services that are already available. Is that correct ? 
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Mr. Farrineton. Yes, sir, I believe that is generally true. I kno 
in Minneapolis where our largest operations are, we are inspect 
every month by the grain exchange. All of our receipts are re; 
tered. All of our corn that is stored for the Government in ident 
preserved basis is sealed by State inspectors. We can’t move it wit 
out getting the seal broken by a State inspector. There is no reav 
in the world why Commodity Credit should send inspectors to | 
elevators. 

Mr. Correr. Would there be conditions where you would recog: 
or you would think that inspection should be used by Commod 
Credit Corporation ? 

Mr. Farrtneron. I think there are situations where an occasio) 
spot-check might be prudent operation. 

Mr. Correr. You don’t feel it would be necessary on any syst 
matic basis even though your State warehouse law didn’t prov 
for inspections or adequate inspection ¢ 

Mr. Farrineron. If the State law doesn’t provide for inspect i: 
that is something else, and registering receipts and that sort of thing 

Mr. Correr. You feel any failure of State inspection should 
compensated by inspections on the part of the Government ? 

Mr. Farrinvron. If they can’t accomplish it any other way, t] 
as a prudent owner they ought to look at it. 

Mr. Correr. What other way could it be accomplished ? 

Mr. Farrineron. Federal warehouse or local organized grai: 
market inspection. 

Mr. Correr. Does your organization as such take any interest i: 
assuring that the various States have adequate—States in the Grai: 
Belt have adequate warehouse laws? 

Mr. Farrineron. I don’t know that the national association | 
as such. Our members in the various areas—you see, we have a local, 
association in Minneapolis, we have local associations in various othe! 
places, and these local associations have taken action to secure bett 
warehousing laws in many cases. 

I know our members in Texas tried very hard to get a warehousing 
law a couple of years ago and almost succeeded. 

Senator Kem. Are all of these elevators at inspection points me 
bers of your association ? 

Mr. Farrtyeron. The inspectors? 

Senator Kem. Are all of the companies operating elevators at what 
you referred to as inspection points members of your association / 

Mr. Farrtrneron. No, sir; not necessarily. 

Senator Kem. Well, when you testified a few minutes ago that 
none of the admitted or known conversion cases contained in the GAO 
report were members of your association, you didn’t mean to say that 
none of them were the so-called terminal points, did you ? 

To be more specific, is San Antonio, Tex., a terminal point? 

Mr. Farrineton. No, sir. 

Senator Kem. It is not? 

Mr. Farrtneton. I don’t believe it is. I don’t consider it as such 
I think they do have inspectors there, though. 

Senator Kem. They have inspectors. Now, is the E. & S. Bonded 
Warehouse at San Antonio, Tex., a member of your association ? 

Mr. Farrtnéton. I am sorry, sir. 
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Senator Kem. Is the E. & S. Bonded Warehouse at San Antonio, 
Tex. a member of your association ? 

Mr. Farrtncton. Not to my knowledge. 

Senator Kem. Well,do youknow? Arethey members, Mr. Brooks? 

Mr. Brooxs. Not to my knowledge. 

Senator Kem. You know who your members are, do you not? 

Mr. Brooks. I only represent this group among a lot of other groups. 
The records are in Kansas City, sir. 

Senator Kem. I see. 

The important seems to me to be not whether they are members 
of your association but whether they operate at one of these terminal 
points under inspection. 

ong Farrtneton. I see I have not made this point clear. There 
may be licensed inspectors there that inspect the grain, that is, the 

incoming shipments and the outgoing shipments, and specify the 
crade. That is entirely different from an ins spection service that 
supervises warehouses. It would be an entirely different organiza- 
tion. I don’t believe there is any inspection warehouses at that point. 

Senator Kem. In the second category in the GAO report—*Short- 
ages, status undetermined”—I notice the name of Rock Island Grain 
Co., Fort Worth, Tex. Do you know that company ? 

Mr. Farrtneron. I have heard of it, but I don’t know whether they 
are members. 

Senator Kem. They are not members? 

Mr. Farrtneron. I don’t think they are, Senator. 

se ~y itor Kem. Fort W = Tex., is an inspe ction poin it ¢ 

Farrineton. Yes, s 

Senator Kem. So if th Zz company is operating a warehouse at Fort 
Worth, Tex., it would be a terminal elevator within the definition that 
you have given us? 

Mr. Farrineron. Yes, sir: I would think it would | 

Senator Kem. How about the A. & B. Feed Co. at San neste. Tex.? 
Do you know anything about them ¢ 

Mr. Farrtneron. I don’t know anything about them. I am quite 
sure they are not members. 

Senator Kem. You do not know whether they are a terminal ware- 
house ¢ 

Mr. Farrrnetron. I wouldn't consider them a terminal point. Other 
people might consider them a terminal point. 

Senator Kem. How about Great West Mills at Fort Worth, Tex. ? 

Mr. Farrtneron. I don’t know anything about that company. 

Senator Kem. That is a terminal point? 

Mr. Farrirneron. I would think so; yes, sir. 

Senator Kem. If operating a terminal warehouse there, that would 
” a terminal warehouse; would it not ? 

Mr. Farrtneron. There is this one qualification. I do not know 
whether it is applicable in this case. We usually look upon a terminal 
warehouse as one that will receive grain by rail or by water as a second 
stopping point, not the original receiver of the grain by truck or direct 
from farms. I don’t know whether these—— 

Senator Kem. I suppose there is a possibility, too, that these would 
be post office addresses for these companies where their offices were 
located and it might be their operations were being carried on some- 
where else. That would be a possibility? 
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Mr. Farrineton. A possibility. I just don’t know the circun 
stances in those individual cases. 

Senator Kem. You don’t know whether these are established me) 
bers of the grain trade or not, then, where these shortages hay, 
occurred ¢ 

Mr. Farrtncron. Well, I suppose that some of them have operate: 
for a long period of time and have been considered as members of 
the grain trade. 

Senator Kem. Shannon Elevator, Sudan, Tex. Would you say the, 
were members of the grain trade, or do you know? 

Mr. Farrtneron. I think that started up within the last few years 
That is from what I read in the papers about it. They have none of 
the characteristics of a real grain trader. 

Senator Kem. You don’t know anything about the E. & S. Bonded 
Warehouse, San Antonio, Tex. 7 

Mr. Farrinetron. No. 

Senator Kem. How about Henderson Grain & Storage, Farwe! 
Tex. ? 

Mr. Farrineron. I have no personal knowledge. 

Senator Kem. Plains Grain & Storage of Pantex, Tex. ? 

Mr. Farrinetron. Ihave no knowledge. 

Senator Kem. Hollenstein Bros. Elevator of Umbarger, Tex. ? 

Mr. Farrtneton. Those must be country elevators. I have no 

‘rsonal knowlege of those particular operations. 

Senator Kem. H.J. Hughes Grain Co., Panhandle, Tex. ? 

Mr. Farrington. No, sir. 

Senator Kem. Everetts Grain Co. of Vega, Tex. ’ 

Mr. Farrineron. No, sir. 

Senator Kem. San Angelo Wool Co. of San Angelo, Tex. ? 

Mr. Farrineron. I have no knowledge—I have heard of them i: 
connection with the wool business but not grain. 

Senator Kem. Generally you are not able to tell us whether thes 
are cases of terminal elevators or not ? 

Mr. Farrineton. In nearly all cases I know they are not termi: 
operations. There are a few cases there where I cannot say positively 

Senator Kem. That is the Rock Island Grain Co., Fort Worth, Tex.. 
and the A. & B. Feed Co., San Antonio, Tex.. and the Great West Mills. 
Fort Worth, Tex., and the E. & S. Bonded Warehouse. San Anto 
Tex., that you can’t tell ¢ 

Mr. Farrinocron. I never heard of them in connection with tli 
terminal association or terminal operations, Senator. But beyond that 
I cannot FO. 

Senator Kem. I understand that. 

The Cuarmman. All right, Mr. Cotter. 

Mr. Correr. Mr. Farrington, you referred to the United States 
Warehouse Act in your statement, and you stated : 

As has been pointed out, many States have good warehousing laws which ars 
well administered. In other States either good laws or good administration is 
lacking. These situations should be corrected, or Federal licensing should be 
expanded in those States. 

How would you effect that? If that is not too hard a question. 

Mr. Farrrnetron. It is not too hard a question. Obviously, it is 
through the efforts of the local people to get the right kind of State 
laws. 
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Mr. Correr. I am wondering if your association wouldn't have a 
strong interest in it. 

Mr. Farrineron. We would have a strong interest and would co- 
operate in any such move. That is our members within that State. 

Mr. Correr. On a national scale you haven't ever taken the initi- 
ative in that ¢ 

Mr. Farrineron. Not to my knowledge. I think the other organ- 
izations that are here today would have been more active in that field 
and are more qualified to testify on it. 

Mr. Correr. As you probably know, there are only about 1,200 
warehouses registered under the United States Warehousing Act. Is 
there any reason why a larger number of houses should not be under 
that act, particularly in those States where they have a weak ware- 
house law ? 

Mr. FARRINGTON. There are lots of elevators in those States that 
lo not engage in storage operations to any appreciable extent, and fon 
them the requirement of the Federal Warehouse Act would be quite a 
nuisance. In rian y other cases, | suppose, they have never had any 
particular incentive or any pressure that would force them to undergo 
t e examination and supervision that the Federal Warehouse Act 


requires, 
: . . . 
Mr. Correr. Do you have any suggestions as to how the registering 
by warehouses in States having weak laws under the United States 


\\ arehousing Act could be fostered by your association or other trade 
ussoclations 

Mr. Farrineron. I think that the country elevator association, pai 
ticularly, could be active in that, because they are the ones that have 
the largest number of outlets. 

Mir. Correr. I think you stated in your opinion that would be de 
sil ible. 

Mr. Farrineron. | would consider it desirable if they cannot get 

right kind of State laws and administration. 

Mr. Correr. Now, you mentioned about the recent a tivity of the 
Pure Food and Drug people with respect to this stored grain and some 
danger through loss by warehouses. Is not that problem very much 
tied in with this long period of storage program ¢ 

Mr. Farrineron. To some extent it is, yes, sir—the storing for a 
year or more on the farms where they may hot have the proper pro- 
tection and fumigation, and then storage for an unusual long time in 

e country elevators, and then even longer storage in the terminals. 

Mr. Correr. Let’s take ear corn. Is that subject to weevil infesta- 
tion in the normal rat-proof crib on the farm?’ There wouldn’t be 
much deterioration that first year on the ear, would there? 

Mr. Farrineron. Usually not except some from worms. In the 
South, of course, there is deterioration from— 

Mr. Correr, Again you have come back to it depends on the quality. 
But on the average is not your deterioration more manifest after you 
have stored it awhile and after you had to turn it a few times and 
fumigate it and things like that ¢ 

Mr. Farrineron. If they are storing it on the farm in a bin that 
s well aerated, if it is on the ear, if there is rodent protection, bird 
protection, then I think there would be relatively little contamination 
during that period. And if it were moved into a bin that did have 
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some insect infestation there, that insect infestation would develop and 
cause insect fragments to be in the grain. The longer it is stored, the 
more opportunity there is for insect infestation and deteriorat 
There is no doubt about that. 

Mr. Correr. You state on page 8 of your statement: 

Generally, Commodity Credit Corporation has more or less followed trac 
custom in making settlements for quantity and quality deficiencies such 
normally occur in the handling of grain. Cases of willful and outright 
version are a different matter, but | would caution against taking any activ: 
or adopting any procedure which would interfere with Commodity Credit ‘ 
poration making prompt and equitable settlements in accordance with tr 
practices of quality and quantity deficiencies such as normally and natur 
occur. 

What did you mean by that last statement—“caution against any 
action” ?¢ 

Mr. Farrineron. It is very important, if they are going to carry 01 
the huge grain operations that they must carry on to carry out the 
price-support program in which they are engaged, that they be pe: 
mitted to make settlements for quality and quantity deficiencies. If 
they got tied up to where they had to refer the case to the Justice 
Department, or something of that kind, it would be an unending mess, 
and they just wouldn’t get the job done, that is all. 

Mr. Correr. There wouldn’t be any case of referring to Justice 
unless criminality was involved, would there? 

Mr. Farrinetron. I hope not. 

Mr. Correr. I mean there wouldn’t be, would there? 

Mr. Farrineton. I don’t know what the rule is on that now. | 
just threw in that “caution” in the hope they wouldn’t get tied up too 
much in their day-to-day operations and in making prompt and 
equitable settlements. 

Senator Kem. Do you not think it is in order that in any case where 
violation of criminal law seems likely it should be referred to the 
Department of Justice? 

Mr. Farrrneron. I assume that would be in accord with usual Gov- 
ernment procedures; yes. 

Senator Kem. Well, testimony before the committee has been that 
prior to yesterday or day before there was a so-called screening process 
in the Department of Agriculture which permitted them to decide who 
should be prosecuted and who should not be. Do you consider that 
in accordance with sound governmental practice ¢ 

Mr. Farrtneron. I think in that case the Department of Agricul 
ture Solicitor’s office was exercising the function under an authoriza 
tion of the Justice Department. 

Senator Kem. That is not what I asked you. I asked you if you 
considered that sound governmental practice for employees of tli 
Department of Agriculture to be deity who should be prosecuted 
and who should not be prosecuted for a violation of the criminal a 
of the United States. 

Mr. Farrtneron. Well, I imagine the lawyers in the Solicitor’s 
office of the Department have about the same competence as the ones 
in the Justice Department, and I think they might exercise similar 
discretion. But I see no objection if there is really evidence of crim 
inality to having it go to Justice instead of being decided there in the 
Solicitor’s office. 
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Senator Kem. You think it is all right to have a lot of people scat- 
red around various departments of the Government deciding who 
hould be prosecuted and who should not be prosecuted for violation 
of the law? . 

Mr. Farrtinetron. Well, that gets into a big question of Govern- 

ent organization. 

Senator Kem. It is a fundamental question; is it not? 

Mr. Farrtneron. Well, as long as you have lawyers and a Solicitor 
n the Department of Agriculture, I think they can exercise good 
judgment. 

Mr. Correr. Would they have the same disinterested view as the 

geney which is charged primarily with the enforcement of the law ? 

Mr. Farrincron. Well, there might—there would be a little dif- 

ferent emphasis there. It might not be the complete disinterest that 
vou would get in another department. 
' Senator Munpr. I was a little bit intrigued by one of your answers 
to Senator Kem’s questions. You said, where the law had been vio- 
lated, you would have no objection to the Department of Justice 
prosecuting the law violator. I would imagine you would have no 
objection to that. 

Let’s put it a little more directly to find out exactly where you do 
stand. Would you have any objection if the Department of Justice 
did not prosecute the law violator ? 

Mr. Farrineton. I think in many cases there would be settlements 
worked out that would be to the advantage of the Government without 
prosecution. 

Senator Munpr. We are talking about criminal violations. I think 
the question was about criminal violations. 

Senator Kem. Exactly. 

Senator Munpr. You say you would have no objections in case of 
criminal prosecution if the Department of Justice prosecuted the law 
violator. I want to know if you have no objections in cases of criminal 
prosecution if the Department of Justice does not prosecute. I mean 
you are a taxpayer and you represent lots of taxpayers. I want to see 
where vou do stand. 

Mr. Farrtrneron. I am afraid we are getting into a field where I am 
not competent to testify. 

Mr. Correr. You are not a lawyer? 

Mr. Farrtneron. I am not a lawyer. 

Senator Kem. You do not have to be a lawyer to be for or against 
enforcement of the law. 

Mr. Farrtneron. I am in favor of enforcement of the law, of 


course, 

Senator Kem. You are in favor of that? 

Mr. Farrineron. Enforcement of the law, certainly. 

Senator Kem. Now, are you in favor of a system that would permit 
people who might have an interest in covering up violation of law to 
decide there should be no prosecution / 

Mr. Farrtneron. I think under those circumstances it is better to 
have the Justice Department make that decision. 

Senator Kem. Then you want to withdraw your previous testimony, 
that you see no objection to having that done in the Department of 
Agriculture? 
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Mr. Farrineron. Was your other question framed in the sa 
reference / 

Senator Kem. My other question was, Did you see any objection |, 
having the Department of Agriculture deciding who should be pr 
secuted and who should not be prosecuted for violation of the crim 
laws involved in their operations. I understood you to say yoy 
thought that was in order. 

Mr. Farrineron. I said that I thought the Solicitor’s office in | 
Department of Agriculture was well qualified to make such decisic) 

Senator Kem. Do you want us to understand you do think ¢] 
should be continued or should not be continued ¢ 

Mr. Farrineron. It has gone back to the Justice Department 
think that is perfectly all right. 

Senator Kem. Not only all right, but do you not think it is so 
governmental practice, and do you not think the other was an unsou 
vovernmental practice / 

Mr. Farrineron. I don’t know that I am qualified to really expres. 
an opinion on that, Senator. I do feel that by and large the Solicitor 
office has exercised good judgment, and before prosecution wo 
take place, as I understand it, it always had to go to Justice. No 
they may have—— 

Senator Kem. That is not the point, though. Before prosecut 
take place it had to go over there, but it did not have to go ov 


coul 
there 

Mr. Farrineron. If they felt that it was unnecessary. 

Senator Kem. Exactly. The point IS, Why is that sound ove 
mental practice? You have had a lot of experience in the Gove: 
ment service. You know the temptation to cover up. 

Mr. Farrineron. Not the legal end. 

Senator Kem. Do you think that is sound and do you want the « 
mittee to understand that / 

Mr. Farrtneron. I think it should have an independent review. 

The Cuarman. Are there any further questions / 

Mr. Correr. I have one more question, Mr. Farrington. 

In addition to storage, a warehouseman frequently blends various 
grades of grain and brings out, maybe, a hybrid or something that 
acceptable, where he has No. 1 and mixes it with No. 2 and maybe p 
in something else. [ mean that is a practice of warehousemen, 
not, to blend different grades / 

Mr. }* ARRINGTON, Yes, sir of their own erain. 

Mr. Correr. Yes. Now it is also permitted—there is a duty o1 
regular grain coming in from Canada. Is that right? There is 
duty on certain grains coming in from Canada—say, U.S. No. 1 whe 
or corn? So if it is coming in from Canada, there would be a dut 
on that, is that correct / 

Mr. Farrtneron. On Canadian wheat ? 

Mr. Correr. Yes. 

Mr. Farrtneron. Yes, sir. 

Mr. Correr. If it came in for feed, there would be at least a lesse: 
dutv: is that correct ? 

Mr. Farrtneton. Yess, sir. In the case of wheat, yes, sir; not ne 
essarily for feed. If it came in and had certain—— 

Mr. Correr. Damage? 
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Mr. Farrineton. Certain characteristics. 
Mr. Correr. It wouldn't be used for human consumption ¢ 

Mr. Farrineron. I say, as I understand it basically, the determina 
tion was that if it showed 50 percent damage. 

Mr. Correr. Yes. 

Mr. FARRINGTON. Then it would carry the lesser rate. because pre 
sumably if it had that much damage it wouldn't normally 
food channels. 

Mr. Correr. Normally, if it had 30 percent damage, it wouldn't be 
ft for human consumption, would it¢ It wouldn't be used for that 
purpose, or would it ¢ 
~ Mr. Farrineron. As an ordinary thing, I would say it would not. 

Mr. Correr. If it came in and it had that much damage, duty would 
not be required on it: right ? 

Mr. Farrineron. There is a small duty; yes, sir. 

Vr. Correr. But it would be much less / 

Mr. FARRINGTON. I think it isd percent. 

Mr. Correr. Do you know of any instances where grain has been 


wet into 


DI ught in that had over 30 percent damage and then has been mixed 
nh some proportion W ith good grain and subsequently sold to the Com 
miocity Credit Corporation ¢ 

Mr. FARRINGTON. Subsequently sold to the Commodity Credit / 
Mr. Correr. Yes. 

Mr. Farrineron. No, sir. 

Mr. Correr. In their procurement programs ¢ 

Mr. Farrineron. No, sir. 

Mr. Correr. You don't know of any instances of that / 

Mi. Farrineton. No, sir. 

Mr. Correr. You don't know of any practices like that that might 


Mr. Farrineron. I do not have knowledge of it. 

Mr. Correr. Do you feel that any of this damaged grain that comes 

from Canada does find itself being mixed with acceptable grades 
of American stored grain and could find itself into Commodity Credit 

rnnels ¢ 

Ir. Farrtneron. I think it would be very unlikely it would get. 
particularly, into Commodity Credit Corporation channels. 

Mr. Correr. But it might move out in the trade and be mixed / 

Mr. Farrrneton. It is possible. I think it would be a rare case. 
Id dn't sav it would be impossible. 

Mr. Corrrer. Do vou know of any instances where this damaged 
grain has been mixed with better qualities to make a blend which 
lias been used for milling or sold as one of the standard grades ? 

Mr. Farrtneron. | don’t have personal knowledge of any such 
CHSOS, 

Mr. Correr. I think that is all. 

Phe CHamman. Any further questions? 

Mr. Farrington, I want tothank you for your cooperation. 

Mr. Farrtneron. Thank you, sir, for letting me appear with you. 

The CHarmman. Our next witnesses are Mr. Booth and Mr. Evans. 

Mr. Correr. They might come up together. They are both from 
ne same association. 

The Cuarman. Yes. 


4 






























































































































































































1866 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Do each of you solemnly swear to tell the truth, the whole | 
and nothing but the truth, so help you God ¢ 

Mr. Boorn. I do. 

Mr. Evans. I do. 

The Cuarrman. Mr. Booth, I notice you have a statement. \W 
you like to read it without interruption ¢ 

Mr. Boorn. That I would leave up to you, Senator. 

The Cuarrman,. All right, proceed. 


TESTIMONY OF R. C. BOOTH, CEDAR RAPIDS, IOWA, PRESIDENT 
AND EDWARD B. EVANS, DECATUR, ILL., CHAIRMAN, EXECUTIVE 
COMMITTEE, GRAIN AND FEED DEALERS NATIONAL ASSOCIATION 


Mr. Boorn. My name is R. C. Booth. I am from Cedar Rap 
Iowa, and I am president of the Grain and Feed Dealers Nationa! 
Association, which was organized in 1896 and which represent 
its membership all of the segments of the grain trade, including {| 
48 affiliated State and regional associations. With me is Mr. F. BR 
Evans, of Decatur, Ill., who is chairman of the executive committee 
of our national association. We are here to give testimony, as fa: 
as it is within our knowledge, of the condition of grain hand]: 
and storage. At the suggestion of your staff we are ulieing here 


a joint statement of suggestions which we trust will serve a: 
groundwork for some of the questions you may want to ask. 
Obviously there have been some bad practices by a few individual: 
within our trade. We condemn, just as seriously as you could 
any wrongdoing by individuals, but we agree with you that the wan 


housing industry as a whole must not be condemned for the trans 
gression of a relatively few. We understand you would be interest: 
in the following points: 

What are the most commonly found causes of the so-called 
shortages‘ First, we think the Government agencies were forced )) 
delivery of huge stocks of grain from farmers to seek, in certain years, 
every possible facility that could be used to house their stocks. Nat 
urally they had to contract with what we would call fringe facilities— 
warehousemen who historically had not been accustomed to operating 
under tight handling and storage contracts. Many of these wa: 
housemen did not clearly understand the terms of the complex uni for 
grain-storage agreement, and may have become involved in technica! 
shortages without intent to violate a contract. Then, of course. 
there are those who may have made willful conversion, which we in the 
trade have always condemned and against whom we have sought to 
protect ourselves. 

2. How can this trouble be abated? It is our opinion that, in States 
where inspection is not frequent and competent under State law, 
that the Government agency should provide for its own ins — 
services, perhaps somewhat similar to inspection of national bank 
Among the trade associations affiliated with us at State and regio: a 
levels, we have found a record of frequent activity seeking to strengt! 
en their own State laws and to maintain or improve the integr ity of 
the warehouse receipt. In recent weeks warehousemen in open « 
ference have fully agreed with Government agencies upon the tighte! 
ing of financial responsibility and bond requirements of warehouseme 
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applying for approv: al under the uniform grain-storage agreement. 
Our trade associations, at either the State or National levels, have no 
val authority for the policing of member warehousemen as to their 
omp Jliance with State law or with contracts, however, our national 
<sociation has for more than 50 years maintained a set of national 
erTraln trade rules under which these members arbitrate trade con- 
‘rroversies that arise among them. Where a warehouseman admits 
financial inability to meet his contracts, we have provisions for 
ypping him from associ: ition membership, and our attorneys now 
considering the application of this so-called expulsion rule to 
nembers found to be guilty of conversion of Government grain. 
Are there inherent weaknesses in the procedure of the Govern- 


ment agencies which have added to this problem of shortages and 


mversions? We believe, for one thing, that the Government agency 
should not maintain stoc ks of grain too long in storage, for risk of loss 

sually increases in proportion to the length of time of storage. We 

lieve that the handling and storage of Government grain should be 
n the hands of responsible and experienced warehousemen, under 
provisions that could be worked out between the Government agencies 
ind the trade to the point where the Government became the loaning 
agency only, without getting into the actual business of grain stor- 

e, handling, and merchandising. We believe this could be worked 
out so that all normal parts of the long-established trade would be 
ised efficiently and economically, instead of the discrimination that 
now exists against parts of the trade, such as the case of the cash grain 
commission merchants who will present their own brief statement t here 
ina few minutes. We think this better agreement between trade and 
the Government agencies would prevent some of the problems that 
have now arisen and even present some of the contract violations by 
the Government agencies themselves, especially in the matter of finan- 
cial settlements. We suggest, also, that there should be a much clearer 

ne of policy direction between the Washington agency office and 
their State and county offices, so that procedure would be more uni- 
form and not subject to various interpretation. 

We again emphasize our belief that the Government agencies should 
be directed to avoid duplication of services, and direct competition 
with the grain trade, and that this could be done without violating 

ie spirit or letter of congressional legislation. It would not, in our 
opinion, require additional legislation, but is something that could 

‘worked out by conference between the trade and the Government 
agencies involved. 

The Cuarrman. Are there any questions / 

Mr. Correr. Mr. Booth, you are an elevator man of how long 
experience ? 

Mr. Booru. Since 1923. 

Mr. Correr. And where are your elevators located ? 

Mr. Boorn. In Iowa. 

Mr. Correr. You have a number of them ? 

. Booru. I have four locations in Iowa in small country towns. 
Correr. You would be typical of the country elevator op- 
eration / 
Mr. Booru. I think so, sir. 
Mr. Correr. And you store both wheat and corn? 





LS68 STORAGE AND PROCESSING ‘ACTIVITIES OF CCC 


Mr. Boorn. Wheat is a crop in lowa that we handle very little oj 
except in the southwestern corner. Corn, oats, and soybeans. 
Mr..Correr. And you store all those under Government suppor 
programs ¢ ' 
Mr. Boorn. I don’t remember that we have ever stored soybeans 
under the Government support. ‘ 
Mr. Correr. Well, corn is your principal commodity ? 
Mr. Boorn. Correct. 
Mr. Correr. And your large crop? 
Mr. Boorn. Correct. 
Mr. Correr. As I recall, the corn is stored the first year princip lly. 
or In most instances is stored the first vear on the farm: is that corr 
Mr. Boorn. Of necessity it might be. 
Mr. Correr. Pardon ? 
Mr. Booru. Of necessity it might be stored on the farm. 
Mr. Correr. You mean because of-—— 
Mr. Boorn. Grading factors, moisture primarily. 
Mr. Correr. So you get it on the take-over date from Commo 
Credit Corporation ¢ 
Mr. Boornu. Correct. 
Mr. Cor rer. What is the longest time you have stored the corn { 
Commodity Credit / 
Mr. Boorn. IT am in the midst of that now, and as of Septembe 
I will be starting the fourth year of storage at the country plant 
Mr. Correr. You mean the same corn for 4 vears / 
Mr. Booru. Right. 
Mr. Correr. And is that on identity-preserved basis or comm 
basis / 
Mr. Boorn. At the present time it is under identity-preserved | 
Mr. Correr. Why, has it been both ¢ 
Mr. Boorn. That is correct / 
Mr. Correr. And is that pursuant to that letter that went out fr 
Commodity Credit in—was it in 1950? 
Mr. Be OTH. December 20, as I recollect, that letter came out 
the area office. 
Mr. Correr. And that in substance told you what ¢ 
Mr. Boorn. That I had the privilege of changing the storay 
that corn from a commingled to an identity-preserved basis, 
underscoring on the first paragraph, if 1 reme mber correctly, that 
did not relieve me of any of my responsibilities as a country war 
houseman under the responsibilities of that warehouseman 1 
uniform-grain-storage agreement, which I believe is section 10) 
Mr. Correr. Well, what did you do when you got that letter / 
Mr. Boorn. At the time I got the letter the temperature of the 
I did not feel was sufficiently low to make application for an identit 
preserved basis. It is our custom to see that temperatures are down, 
and the only wav we can get them down is to wait until it gets cold 
enough in the wintertime and turn it. That is moving it from one 
to another. So not until the date—I don’t remember exactly, but so. 
2? months later after we had turned the corn to get temperatures do 
into the low 30’s or low 20's did I make application for that identi 
preserved status. 
Mr. Correr. And then you did write at that time and make ap) 


caution ¢ 
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Mr. Booru. That is correct. 
Mr. Correr. And you have been on identity-preserved ever since / 
Mr. Boorn. That ts correct. 
Vr. Correr. In what condition is that corn now ¢ 
Vr. Boorn. In my opinion the condition of the corn in all gerade 
wtors other than the possibility of foreign material is as good as 
. day it came in, from the grade-standards point of view. Now 
it has happened to it chemically I don’t know. 
Mr CorTrer. Have vou been remov ing the broken kernels from it as 
vou turned it ¢ 
Mir. Boorn. No. 
Mr. Correr. Would you feel then if you had to turn it back to 
modity Credit Cor poration on a commingled basis and account for 
r grade and standard that you would take a substantial loss ¢ 
Mr. Boorn. That was my motivating power in putting it under an 
rity preserved basis. 
\l . COTrer. Well. vou are right In the corn country. Would you 
t cepted a contract on a commingled basis originally 
Mr. Boorn. I did. 


COTTER. Do ye u feel it is feasible to store corn on a cor uningled 
~9 
I. Booru. Well, as a matter of fact. we always have stored cori 
er our State-warehouse law under a commingled basis. That is it 
onsidered to be commingled unless specifically stated otherwise. 
Mr. Correr. Well. on this long storage that 
orrect 
Mr. Boorn. I will be going into my fourth vear next Sept mber. 
Mr. Correr. Oh. I see. But that was corn already 
ir beTore you got it ¢ 
\ : Boornu. 1948 corn t iken over in 1949, 


Mh 


s 5H-Ve ii old COrn: is 


on the farm a 


Correr. If you had taken it in on a commingled basis long ago, 
nid have moved out in the usual channels of trade and vou would 
fresher stocks in substitution of it. would you not ¢ , 

Mr. Boorn. Do I understand, Mr. Cotter, are vou asking me in ni 
| operations | we 


iid have seen to it on mv own initiative that 
orn would have been turned over and ] would hy ive kept fresh 
ks on hand # 

Mr. Correr. That is 1 it, if you had it on a commingled basis. 
Mr. Boorn. There are queer quirks in the business. In our State 
ive been very interested in the warehouse law, and | think. and it 
s been accepted by many others, that we do have—and I believe that 
s statement is a correct statement—that in spite of the fact that 
store commingled unless otherv ise specified, that storage 1n the 
“tate of Lowa is almost always actually on an identity-preserved basis. 


WV 


Ve do not pretend to attempt substitution. 


! 
ri 


Now there may be several reasons for that. Last year is the most 

istanding one, because quality did not permit the blending or the 
ng or the turning over to substitute equal quality. 

In the case of soybeans it is still practically identity-preserved 

en we store for private processors. 

Chere is another reason for that—the size of the country plant is 


that we don’t have the opportunity to do that. Our volumes are 
all. 
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Mr. Correr. You certainly could handle more on a comming) 
basis than you could on an identity-preserved basis. 

Mr. Boorn. That is true. But it is much smaller. That is, if. 
plants are fulled, country plants. And my plant, the largest on 
have, only stores about 40 or 59 thousand bushels of corn or ¢ 
Your opportunity for replacing from the country is definitely li 
together with the size of the plant. You can, with an oceasiona| 
if you have a volume moving, make that substitution or turn-o\ 
but it is not available ordinarily in country operations. 

Mr. Correr. Mr. Evans, which has your experience been? Hoy 
have you been operating elevators? I think you are from Decatur. | 

Mr. Evans. Decatur, Ill.; that is right. 

Evans Elevator Co. has been there for 50 years. My father v 
the business, established it, and I have been there since 1925. 

Mr. Correr. And have you been storing on an identity-preserve: 
commingled basis ¢ 

Mr. Evans. I haven’t been storing Government corn, Mr. ( 
except in rare instances. 

Mr. Correr. Have you a uniform-grain-storage agreement 
Commodity Credit Corporation ¢ 

Mr. Evans. Yes. 

Mr. Correr. Have you been refusing to take storage on Commo 
Credit corn ¢ 

Mr. Evans. Some of the elevators only have a few. We only sig 
the J contract, which is a handling contract, and the other is sto: 
contract, or the H contract. 

Mr. Correr. Why haven't you entered into the H contract. M 
Evans? 

Mr. Evans. Our primary commodity is corn, and we have a 
different insect situation than they have in Iowa. We are very : 
to the line where we get the Angoumois moth. 

I knew the provisions of the contract, or under some of the 
visions of the contract I certainly wasn’t willing to take the fin 
risks of keeping corn for 2 or 3 or 4 or 5 years with our Angow 
moth situation in Illinois. 

Mr. Correr. Is it your opinion that it is not feasible to store 
that long in Illinois? 

Mr. Evans. I am sure it is not, sir, in our part of Tlinois; t! 
south of Route 36. In fact, your Government rules move the 
out mostly south of it because of the Angoumois moth, althoug 
have some elevators there that have 1948 corn since 1949. The eles 
have it. 

Mr. Correr. Have you inspected any of that corn ? 

Mr. Evans. No, sir. 

Mr. Correr. You don’t know what condition it is in ¢ 

Mr. Evans. Yes. I have seen the results of the inspections at dest 
nation on some of it. 

Mr. Correr. How serious is your damage? 

Mr. Evans. Very, very serious. Some of it is condemned for h 
consumption because of Angoumois moth. 

Mr. Correr. How long is it feasible to store corn in that area / 

Mr. Evans. Until warm weather. 

Mr. Correr. You would be moving it every season ? 

Mr. Evans. The 15th of March, approximately. 
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Mr. Correr. In other words, you have to clear your stocks over 

ry year ¢ 

Mr. Evans. That is right, of corn, certainly. 

Mr. Boorn. If I may interrupt ? 

Mr. Correr. Surely. 

Mr. Boorn. I might add, if I had known when I took this corn it 
ld have been here 3 years, I wouldn’t have taken corn either, and 
on’t have the Angoumois-moth problem in Lowa. 

Mr. Correr. Well, in your opinion as an experienced elevator oper- 
_ Mr. Evans, is there any better answer to the storage problem than 
present Uniform Grain Storage Agreement and the present meth 
if handling it ? 

Mr. Evans. I don’t think I am qualified to answer that. It is a 
question. I think the details of Government operation in the 
ceting of grain could be more efficiently done by the grain trade 

in it is being done by the Commodity. After a series of studies and 

nferences between the two, I think there are ways it could be done; 


| don’t think there are in a country elevator in Illinois much differ 
avs that you can do it under a commodity contract 
The Cuatrman. Mr. Booth, what has been the experience of your 
ssociation with respect to conversion by members of the association, 
r grain shortage in any way? 
Mr. Boorm. Well, as an organization, Mr. Chairman, we have never 
t we had policing powers. 
Now. to our knowledge, having called to our attention conversion 
M «, 1 am correct, I believe, in that we have only had two that are 
mbers of our association that have been cited for shortages. I be- 
e | am correct. 
The Cuamrman. Are they named in this report by the General 
\ counting Office that we talked about during the course of the hearing 
s morning? 
Mr. Boorn. There was a name which has escaped me. 
Phe CuamrMan. Here isa list of them that appears in the report. 
Mr. Boorm. There are some of those that I have never heard of as 
ng init. The name was Henderson, I believe. 
The CuarrmMan. Henderson / 
Mr. Boorn. Yes. 
The CHatrrMan. Henderson Grain & Storage Co. ? 
y Mr. Boorn. Yes. That, to my knowledge, is the only one that is in 
vators that list that are members. However. I have not seen the complete 
I have only followed it, as has our office at St. Louis, from news- 
iper reports. 
lhe Cuarrman. What position did your association take when you 
ind of the fact that Henderson Grain & Storage Co. was involved ? 
Mr. Booru. We have in our bylaws 
lhe Cuarrman. Henderson Grain & Storage Co. is in the list of 
tted or known conversions. 
hut Mr. Boorn. We have in our bylaws a provision that where a man 
ts his inability to discharge his financial responsibility he is 
subject to expulsion. I believe I stated in here that we have asked 
ur lawyers—and it has been investigated by them or is being investi- 
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gated by them—that expulsion be applied to cases where it is pro) 
that actual irregularities have been committed. 

The Cuamnman. To what extent has your association used 
method ¢ 

Mr. Boorn. Up to the present time there has been no ocecasio 
expulsion in these grain cases because none to my knowledge 
been proven conclusively. 

The Cuateman. Are there any cases at all wherein there wer 
shortages whatever? Did they all come out even ? 

Mr. Boorn. You mean in this list. Senator? 

The Cnamrman. No. 

Mr. Boornu. Or in the history of the association ¢ 

The Cuatreman. In the history of the association. 

Mr. Boorn. Yes: we have had expulsions. The number, a 
forth, would be a matter of looking into our records. 

The Cuatrwan. How would those cases differ wherein y 
expulsion to, let us say. the Henderson Grain case? Was pri) 
owned grain involved or was Government erain involved / 

Mr. Boot iH. Well. I have no dir Tt know ledge of specific expu 
and causes for them. That information, I believe, can be had if 
pertinent. 

The Cuatrman. The fact that grain is owned by the Govern 
does not make it immune to being converted or stolen by 
housemen ? 

Mr. Boornu. Apparently not. 

Mr. Correr. Mr. Booth—and, Mr. Evans, I wish you would 
tribute if you have anything to add to it—I am wondering what y: 
experience has been with your own storage or the storage of vour 
type of elevator or in your areas as against the Commodity Cr 
Corporation bin storage. TI think that we have had some testi 
here from Commodity Credit people, at least, that they felt 
was less damage in bin storage, at least in recent years, and they 
had better success in their own bin storage than thev had i 
mercial elevator storage. Can you live with that, or would you 
to make some comment ? 

Mr. Booru. Well. T couldn't live with it, sir. I would mak 
observation immediately: That for comparative purposes I 
there Is nothing to brag about on the part of the (;overnment, bi 
in private storage under the contract the Government does not 
Under the private contract, when the quality deteriorates, whet 
in his possession. he has to make restitution. 

Now, as for the exact number of bushels as between private \ 
housing and bin storage, IT am not qualified to answer that. I quest 
if vour information you have can be pinpointed too closely. 

Mr. Correr. There are problems on both sides ¢ 

Mr. Boornu. Definitely. 

Mr. Correr. Mr. Evans, have you any comment ? 

Mr. Evans. I am quite sure in our territory the steel-bin storage | 
not been as satisfactory as the country elevator storage in most cases 
primarily on account of our Angoumois moth, among other things 

Possibly where the comparison comes in—they have a great deal o! 
1948 corn. Most of the elevators do not have it that long, and the: 
are fooling with crops that are not of the quality of the 1945 cro 
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But I do not think anyone can justify storage in steel bins without 
any turning facilities as compared to a normal country elevator 
operation that does have turning facilities under normal competent 
operation. - ; : . el Be 

Mr. Correr. Aren't your large bin sites now getting facilities so 
that they do turn the grain, and have other types of facilities that 
yssist in the storage ¢ 

Mr. Evans. Yes. They have evacuators, and blow the grain in, 
blow it out, blow it over screens about once every 2 or 3 years. 

Mr. Correr. Is that as frequently as it occurs ¢ 

Mr. Evans. In our territory it is as frequently as it has been. 

Mr. Correr. You said you had a handling contract. In that con 
ection have you handled much CCC corn from these bin sites? 

Mr. Evans. Yes, sir. 

Mr. (OTTER, And how does that come out / 

Mr. Evans. Well, most of it has been of very poor quality, but that 
spl imarily the corn that they are mov ing out of these bins that isn’t 
fit to store. I mean it is the poorest corn that they ure moving. It 
s the corn that they are taking off the top and so forth. So, I don’t 

k that is any criterion of the grade of corn. 

Mr. Correr. Through what trade channels does that move: do you 
know? What is that used for’ You have nothing to do with it but 
ust handle it ¢ 

Mr. Evans. That is right: ship it where we are instructed to. 

Mr. Correr. I understand that your association has made a survey 
of the various warehouse laws in the territories where there would be 
any sizable production of bulk grains, and I understand that your 
Mr. Bowden has been in charge of that, your Washington representa 
rive 

I wonder if you would come up, Mr. Bowden / 

The CHAIRMAN. Do vou sole monty swear to te 1] the truth, the whole 
truth and nothing but the truth, so help you God ¢ 

Mr. Bowpen. I do. 


TESTIMONY OF R. B. BOWDEN, EXECUTIVE VICE PRESIDENT, 
GRAIN AND FEED DEALERS NATIONAL ASSOCIATION, WASH- 
INGTON, D. C. 


Mr. Correr. Would you give your full name? 
Mr. Bowpen. R. B. Bowden, executive vice president of the Grain 
ind Feed Dealers National Association. 


Mr. Correr. Mr. Bowden, you did send out a survey questionnaire 


to your various States and you have got answers with respect to various 
elements that prevail in your respective State warehouse laws; is that 
ront ¢ 

Mr. Bowpen. That is correct. 

Mr. Correr. Would you just take them by States and give the infor 
mation with respect to them ¢ 

Mr. Bowpen. The questionnaire that we sent out was for informa 
tion which we gathered regularly from the 48 associations that are 
ifiliated with us, a great many of whom are feed associations, and this 
‘id not gotothem. This went to the elevator associations in the sur- 
plus area where they do store grain. 
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We asked them a number of questions. I do not know how you 
me to introduce this, Mr. Cotter, whether you want me to give y: 
questions. ' 

Mr. Correr. I would like to have you take the States and indi: 
the main thing is your inspections. You have made an analysis | 


yourself. 

Mr. Bowpen. Our first question | reading] : 

Must all grain elevators in your State which receive and store grain 
public be licensed by your State? 

Do you want the answers for all of those? 

The CHairMAN. Suppose he takes a typical State and let him sek 
the questions and answers which appear to be pertinent. 

Senator HickenLoorer. May I suggest, Mr. Chairman, or ask | 
question: Would the majority of the States answer “Yes” to | 

Mr. Bowpen. Yes. 

Senator Hicken.oorer. Are there very few States that do 
[ mean, if you could say there are very few States that do not, 
just put in the States that do not and then the rest do ¢ 

The Cuarrman. I think that is a good suggestion. Do you have 
information available to conform to Senator Hoickenlo pers 


sugvestion ¢ 


Mr. Bowpen. I think IT have. 

Phe Cuamman,. It is a very good suggestion. 

Senator HickeNLoorer, I see no reason to go through all the S 
when the overwhelming majority conform, Just give the ones | 
do not. 

Mr. Bowpen. With the understanding this is my own list I made 
for the record from the sheets when talking with Mr. Cotter. 

The CuatrmMan. I might suggest this to you, sir: After yo 
your testimony, if you would like to go over the record and make « 
rections for the permanent record, you may have that opportunity. 

Mr. Bowpen. Yes, sir. 

My chart here indicates that States which do not require the lice 
ing of all elevators doing storage business in that State, from the on 
we heard of, are Michigan, New Mexico, Wyoming, Indiana, Colorado, 
and Missouri. 

Now, I have been told since that that information is not correct fo. 
Missouri. I would read you what he says about that here. 

Now, in Michigan our elevators there store normally more bean: 
dry edible beans, than grain. 

In New Mexico in the whole State there are only about 20 elevators 
so, it is unimportant. 

Indiana has virtually no storage among these I have written, 1 
storage contracts with the Government, because they are sinall eleva 
tors mostly on a handling basis and do not commonly sign the storag 
ugreement. 

Colorado has more. Missouri has a smaller number of elevators 

“Is there a bond required ?” was one of the questions we asked. The 
States that I have marked *X”—and which I will want to check again 
before I make this as a specific answer—apparently no bond is required 
in Michigan, New Mexico, Wyoming, Indiana, or Colorado. 

The Cuairman. We assume the others require the bonds? 

Mr. Bowpen. Yes. I can give you them. 





STORAGE AND PROCESSING ACTIVITIES OF CCC 


Che CuarrmMan. That is right; you give the exceptions only. 
Mr. Correr. It is very short, Mr. Chairman, and I think it would 
e of some interest, if you just want him to read the States and what 
eir bond requirements are. It is not the whole 48, just the Grain 
Belt States. 
Mr. Bowven. In Washington, 5 cents a bushel, minmum of $5,000, 
xximum of $50,000. 
idaho, 5 cents a bushel; minimum, $2,000: maximum, $50,000. 
Illinois, 10 cents a bushel: minimum, 3 O00: maximum, none. 
In Iowa it is fixed by the State c ommission—-the report we have got. 
In South Dakota the bond is required based on the value of the 
grain or a capacity bond. 
In Minnesota the bond varies with the amount of storage. In other 
ords, it is a sliding-seale bond. 
n Texas the minimum bond is $5,000. 
In Kansas the bond is 10 cents a bushel, a minimum of $5,000, a 
ximum of $10,000. 
Nebraska it is $1,000 for a country elevator or $25,000 for an 
itor that receives carlots. 
Oklahoma it is a minimum of $5,000. 
In North Dakota there is a minimum bond. I would have to go 
rough a long report here, but there is a bond required in North 
Dakota. I know that from personal experience. 
“In States”—and these are the surplus-grain States—“can an ele- 
itor man ship out grain legally and properly without a prior sur- 
ler of the storage ticket?” That 1s something I know you are 
cerned with. 
In Washington he cannot—a flat “No.” 
In Idahoa flat “No.” 
In Illinois they are not sure. Mr. Evans, being from Illinois, 
ould probably answe r that separately. 
In lowa “No.” 
South Dakota: He may ship it out for delivery at terminals but 
lv under State law providing for delivery of that grain under stor- 
ge receipt at the terminals, and it is supervised by the railroad and 
irehouse commission, I think. or the State grain commission. 
In Minnesota he may ship out for restorage only under about the 
same control of State warehouse commission. 
lexas says “No.” 
- unsas may ship out for restorage. 
alifornia says “No.” 
in Nebr: aska, “no, or vou can do it by order of the commissioners, 
Oklahoma can ship only for restorage. 
in North Dakota you cannot ship out. 
[ have got after the word “Michigan” here “Special,” and I would 
ive to look through this to know what I mean by this. There is 
some special requirement on a commodity bond, not a grain bond, but 
some special requirement on general agricultural commodities. 
Another thing that came up and came up in contract negotiations 
this year: “How soon after a farmer deposits grain in an elevator’ — 
ind you understand in our association we are dealing with country 
elevators and not with terminals—“How soon after the erain is de- 
posited 1 in a country elevator must a warehouse receipt be issued to 
he farmer?” 
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In Washington, whenever he requests it. 

In Idaho the same—upon request. 

In Illinois it must be issued the same day. 

Iowa has 10 days. We got two reports from Iowa. One said s 
days and the other 10 days. So I don’t suppose there is too mu 
difference. 

In South Dakota he must make out his warehouse receipt withi 
2 days after delivery. 

In Minnesota, with some slight exceptions, the warehouse receipt 
must be delivered the same day. 

Texas, upon request. 

Kansas, upon request. 

California, upon the completion of the delivery of the grain or 
upon request. And by “completion of delivery of the grain,” I tak: 
that to mean that when a farmer is hauling his grain from harvest, 
when he has his final load from the harvest in, he takes the storag 
receipt for all of it. 

In Nebraska it is 10 days. 

In Oklahoma it is on request. 

North Dakota is not in this, but I know from personal experience 
he must issue warehouse receipt at the end of, I think a 10-day period 
which he is allowed. And if he does not signify—no, 10 days’ free 
storage in North Dakota, and at the end of day of delivery, if not 
signified what he wants to do with it, the storage receipt must be 
issued. 

In Michigan it is within 24 hours. 

In Missouri it is within 2 thours. 

Mr. Correr. How about inspections? Dont* you have inspections? 

Mr. Bowpen. I am just to that now, Mr. Cotter. Because this 
came up and you asked some questions, you may be interested in this 

We asked this question. May I just put the question we asked into 
the record ¢ 

Mr. Correr. Yes. 

Mr. Bowben. “Does this State provide for inspection of country 
elevators to show the situation as between stocks on hand and out 
standing receipts, either, (@) carefully and frequently, (4) ocea 
sionally or seldom, (¢) not at all?” 

The answers we got—in Washington they have annual inspection. 

In Idaho they have annual inspections. 

Illinois says “Occasionally.” 

In lowa every 60 days. By the way, our State association, I believe, 
in lowa, for the protection of the integrity of their receipts insisted 
it must be every 60 days. 

In South Dakota it is by order of the Commission, the inspection, 
but they must make a monthly report. 

In Minnesota it is “Frequently and good.” 

In Texas, occassionally. 

Kansas, often and good. 

California, by order of the Commission. 

Nebraska, at least three time per year. 

In Oklahoma it is done carefully one to four times a year, he says 

I do not have an answer on North Dakota here. I might be able to 
look it up. 
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Michigan says “Occasionally.” 

Missouri is annually. 

Mr. Correr. Thank you a lot, Mr. Bowden. 

| have one more question, Mr. Evans. 

At least some of the houses that you had were under the United 
States Warehouse Act / 

Mr. Evans. Yes, sir. 

Mr. Correr. One house, was it / 

Mr. Evans. I had several—Argenta. 

Mr. Correr. And of course, being under the United States Ware 
house Act you hac to live up to all of their requirements / 

Mr. Evans. Yes. 

Mr. Corrrer. Now, did you have one experience with Commodity 
Credit in there about loading out grain where they requested you to 
load out without tendering the warehouse receipts ‘ 

Mr. Evans. That was in the house at Champaign, IIL, which is a sub 
terminal and not a country elevator. 

Mr. C‘OTTER, When cid that occur ¢ (rive us the details. 

Mr. Evans. About 2 years ago they wanted to put some corn in 
there in transit to the seaboard. After it had been in storage for se\ 
eral months, by a telephone call I was instructed to ship that corn 
to Baltimore. 1 told them I would be glad to when I received the 
receipts. They had these negotiable warehouse receipts. 

Several days later they called up and asked if I had shipped the 
orn. and ] said, “No.” because | had not received the receipts. some 
time after that they were very insistent that I ship the corn because 
they had to catch a boat | al dnt then ship it un 


til | got the receipts, 
fortunately, because the rece pts had been lost. They thought t] 

vere in their files anc they finally found them, as [ rememb« r 1%, d 
or 6 weeks later. They were up as collateral with the Federal R 
serve Sy stem. But | kept the corn until I received the receipts, 

The unfortunate thing about this contract—if I had shipped that 
on their orders, | would have been in violation distinetly of my ware 
house responsibilities. I would have been short grain because I did 
not have the receipts for that. 


ey 


Mr. Correr. In other words, if you had been inspected in the in 
erin by the ia ited states warehouse people you would h ive b ern 
violation of their law and been subject to prosecution ¢ 

Mr. Evans. That is right. 

Mr. Correr. I think that is all. Thank you very much. 

The CHAIRMAN, Any questions ¢ 

Senator HickeN Looper. | have no questions, except | just waht to 
Say that Mr. Booth comes from miy home town, and he and I. I think, 
tarted battling the world in the same year, that is, on our own respon 
. bilities to try to make a living. ' 

Mr. Boorn. That is correct. 

Senator Hickennoorrer. I have known him well and intimately eve 
nee that time. He isa great guy. 

Mr. Boorn. Thank vou. It is mutual, Bourke. 

The Cnamman. I want to take occasion to thank you gentlemen 
very much for the information you have given us. 

Mr. Evans. Thank you. 

Mr. Boorn. Thank you, sir. 
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The Cuatrman. The next witness is Mr. Masters. 

Senator HickeNnLoorer. Do you intend to finish with these gent 
men this morning ¢ 

The Cuarrman. Yes, Mr. Masters, a very short statement. 

Senator Hicken Looper. And not have an afternoon session ? 

The Cyarrman. That is right. I would like to do that, Senato: 
These two gentlemen are the last witnesses; is that right ! 

Mr. Correr. That is right. 

The Cuamman. Do each of you solemnly swear to tell the truth, t| 
whole truth, and nothing but the truth, so help you God? 

Mr. Masters. I do. 

Mr. Heeman. I do. 

The CHarrman. Proceed, Mr. Masters. 


TESTIMONY OF S. C. MASTERS, PRESIDENT, FEDERATION OF CASH 
GRAIN COMMISSION MEN, KANSAS CITY, MO.; AND RALPH 
HEGMAN, FEDERATION OF CASH GRAIN COMMISSION MEN 
MINNEAPOLIS, MINN. 


Mr. Masters. My name is 8S. C. Masters, of Kansas City, Mo., an 
I am president of the Federation of Cash Grain Commission Men. 

We appear before this committee at your invitation to contribut: 
constructive remedial suggestions relevant to the marketing and war 


housing of grain. 

First of all, may we make it clear that at this time we are unwilling 
to engage in discussion or interrogation relative to the over-all fam 
policy, and, in particular, to the price support feature of it. W 


consider farm policy a broad national issue with social and economi 
impacts for beyond our immediate obligation to explore. 

However, we do welcome this opportunity to express ourselv 
clearly and unmistakably upon the administration of the suppor 
program, and ever-normal-granary concept through the agency of 1 
Commodity Credit Corporation and its “action” organization, Tl. 
Production and Marketing Administration. The CCC was original! 
intended to be a price “guarantor.” or banker, to finance farm pri 
support programs. A purpose of CCC commodity acquirement is to 
remove from the market such quantities of grain as might be exc 
sively price depressing if it were hedged or inventories by privat 
owners assuming price hazards. 

For the past 12 or 15 years the Federation of Cash Grain Comn 
sion Men, as represented by thousands of country elevators, have p< 
sistently endeavored to secure CCC recognition of the mandate o! 
Congress incorporated in the law and in the CCC charter specify 
that the Corporation should contract with private industry to admin 
ister its “actions” wherever practical. Except in a very minor way 
as a token gesture, in using commission men services in the sale of of! 
grade grain, the CCC has rejected the services and long-established 
experienced personnel and machinery for grain marketing and has, 
through PMA, set up a duplicate organization of massive proportion 
entirely unneeded and unjustified to administer marketing functi 
that private trade was not only able but anxious to perform. 

Experience has fully justified our frequently expressed opinion tha 
PMA is unwieldy, unworkable, and economically unsound in the gra! 
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business. There is ample record of performance to justify the belief 
that any trade recommendations to patch up, revamp, or reorganize 
the present machinery would only result in further break-outs of bad 
performance as well as a continued prodigal dissipation of public 
funds competing with private industry. 

We would direct attention to the fact that in the Ellender subcom- 
mittee report of March 30, 1950, accompanying H. R. 6567 are these 
very significant statements: 

(a) The intent of the Congress that the Corporation should utilize private trade 
facilities wherever possible could hardly be stated more plainly than as now 
written in the present charter of the Corporation. 

(b) If such cooperation does not result, your subcommittee believes legisla- 
tive reconsideration of the detailed handling of agricuitural commodities acquired 
inder price-support operations will be in order. 

(c) Your committee has directed that a subcommittee be maintained for con- 

uing observation of the handling of Government-owned agricultural com- 
modities. 

In our opinion, the basic cause of these present difficulties and 
administrative failures is to be found not in the law but in 
the failure of Congress to police the operation of the law. We 
would suggest that trouble starts with an administrative program 
that permits CCC to take title to defaulted grain rather than 
permit it to remain in regular channels clear through to its ulti- 
mate disposition, with CCC only administering the functions of a 
guarantor, as Congress intended. In our opinion, the support pro- 
gram and ever-normal-granary program, can only be administered 
properly, both economically and in the public interest, when Con 
gress establishes its own 11h} artial Government representatives free 
from all selfish administrative motive, to sit down with the entire 
marketing and warehousing industry and work out a sound program. 
The trade has available a number of suggestions and can be depended 
ipon to come forth with sound practical assistance in the formation 
of such a program, and we urge that your committee so recommend to 
the Congress. As to how this can be done, cannot be answered until 
the trade has had an opportunity to jointly explore the entire field 
and mutual consideration oiven to both Government and trade prob 
lems and needs. We might say that there has never been such ar 
opportunity for exploratory work of this nature. 

As representatives of trade associations, we oiler your committee 
and the Congress our full support and cooperation in working out 
such a sound solution, but we wish to be absolved from any responsi 
bility for any errata, irregularities, or new scandals that we feel will 
inevitably result from patching up, or revamping, the existing PMA 
administrative concept. This we consider dangerous, vicious, unfair, 
and unnecessary Government competition and encroachment into 
private enterprise. 

In conclusion, we believe we have a patriotic obligation to chal- 
lenge the expansion of bureaucracy to the point where it has already 
partially socialized our industry and its continuance will all too soon 
result in complete socialization of grain warehousing and marketing. 

The Cuamman. Mr. Masters, could you tell us how these alleged 
grain conversions outlined in the GAO report to this committee could 
have been prevented had we used commission men to handle the 
grain ¢ 
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Mr. Masters. We do not feel that the conversions could have be: 
prevented by the use of our services. 

The Cuairman. That is the point at issue in these hearings. 

Mr. Masrers. The marketing of grain, or rather the reconcentras 
tion of grain by the Commodity Credit Corporation through 
PMA isa very vital portion of this whole program. 

The Cuarmman. As I understand, these country elevators do m« 
of the work that you would do. do they not ? 

Mr. Masrers. No: that is not the case. 

The CuarrmmMan. I mean in sending it, for instance, to the termi: 
markets, are they not under obligation and paid a fee to do that wi 

Mr. Masters. No; not to market it beyond their elevators. N 
that is handled by the PMA. 

The Cuamman. I am just trying to refresh my memory. We | 
that problem with us before. 

Mr. Masters. Yes. 

The Cuarmman. As I understand, the fee that was paid the fi 
time the grain was put in the country warehouse, the warehouse 
had certain obligations to perform for the Government. 

Mr. Masters. Just under his warehousing contract so far as lo 
ing out the grain is concerned. 

The Cuainman. And guaranteeing it as to quantity and quality 

Mr. Masters. That was subject to the destination, weights, 
erades. 

The CuatrmMan. On top of all that, as I understand, it was th 
sire of your association to handle it whether it was sold or not ¢ 

Mr. Masters. That is right. 


The CHAIRMAN. Do you not think it would add an addition | 
pense to the Government ¢ Why should the commission be pata 
grain that is not actually sold but merely moving from one point 


another / 

Mr. Masrers. There is a great deal of service and work enta 
that. 

The Cuarrmman. Yes. 

Mr. Masrers. And we feel that the PMA is a duplication of 
facilities and machinery we already have, and that we have the fa 
ties to do it more economically and more satisfactorily to the count 
elevators whom we represent. 

Mr. Correr. You are merely putting this forward as a r 
mendation that should be civen further consideration: is that not 

Mr. Masters. That is right. 

Mr. Correr. Mr. Hegman, do you have anything to add to M 
Masters’ statement ? 

Mr. Heeman. I think he covered it quite well. 

‘| here Is, as Senator Ellender said, the obligation of the count 
elevator to perform under the contract up to a certain point. Afte 
it leaves his elevator and goes in transit to its ultimate destinatio: 
there are services, as Mr. Masters mentioned, that are performed 
Now that is true whether there is a sale made or it is put into storage. 
and the handling of that, the transfer, the transportation for putting 
it into storage should be under the guidance of somebody that has 
the interest at heart of the man who is responsible for the grain. And 
therein we have historically functioned and figure that we should 
continue to function. 
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The Cuarrman. Any further questions? 

Senator HickenLoorer. Mr. Hegman, do I understand correctly 
that the burden of your suggestion is this: If it were handled through 
the commission men, that the total cost involved in handling through 
the commission men would be generally less than the salaries and the 
time and the costs which the Government puts into it through the 
PMA set-up! Is that correct ? 

Mr. Masrers. That is our belief; yes. 

Senator HickENLOoreR. So that it would dollarwise be a lesser cost 
one Way or another than the present situation ‘ 

Mr. Masters. We believe that; yes. 

Senator HickeNLooper. That is all, Mr. Chairman. 

Mr. Correr. Mr. Chairman, we have Mr. Roy Hendrickson of the 
National Federation of Grain Cooperatives, who had to attend an- 
other meeting this morning, but he is here now. He just talked to 
me. He says he does not have any prepared statement. He would 
be glad to answer any questions that we might have, but he says he 
has talked to his people and they do not have any particular com- 
plaint, and he feels that the subject has been covered generally. 

For the record I want to show that he could have an opportunity 
f he SO desired. 

The CHatrrmMan. Very well. 

Thank you very much, Mr. Hendrickson. 

The committee will stand in recess until next Wednesday morning 
it 10 o’clock. 

(Whereupon, at 12:45 p. m., the committee recessed to reconvene 
Wednesday, May 21, 1952, at 10 a. m.) 
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WEDNESDAY, MAY 21, 1952 


Untrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The Committee met, pursuant to recess, at 10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) 
presiding. _ 

Present: Senators Ellender, Hoey, Johnston, Holland, Anderson, 
Eastland, Aiken, Young, Thye, Kem, Hickenlooper, and Mundt. 

Also present: Senator Dworshak of Idaho, and Paul J. Cotter, 
chief counsel for investigations. 

The Cuarrman. The committee will be in order. 

We have as our first witness this morning Secretary of Agriculture 
Brannan. He informs me that he has a short statement that he would 
like to read into the record before we start questioning him. 

Senator Kem. Mr. Chairman? 

The Cuarman. Senator Kem. 

Senator Kem. Before the Secretary of Agriculture proceeds I 
should like to make a short statement for the record. I should like 
the record to show, first, when I introduced the resolution on which 
this investigation is predicated, Secretary Brannan branded it as “a 
fishing expedition” for political purposes. Second, since then and 
during the course of our inquiry into irregularities in the Department 
of Agriculture the Secretary’s attitude toward this committee has 
been critical, and at times reckless and contemptuous. He has sought 
to minimize the startling disclosures of graft, corruption and mis- 
management in his Department and to hoodwink the American people 
into believing that the committee is engaged in a political witch hunt. 

Third, while he has taken measures to correct the unsavory condi- 
tions in his Department at the insistence of this committee, there is 
reason to believe that in this respect. he has acted to prevent further 
revelations of a damaging character and to sabotage efforts of this 
committee to carry out the mandate of the Senate to recommend 
remedial legislation. 

Fourth, the conduct of the Secretary during the course of this in- 
vestigation has failed to evidence a sincere desire to work out a solution 
of the grave problems confronting the committee by creating an at- 
mosphere of cooperation and mutual trust between the executive and 
legislative a on of the Government. On the contrary, the Secre- 
tary seems to have been preoccupied in an effort to whitewash the cor- 
ruption proven to exist in the administration of the Department of 
Agriculture, and to discredit this committee. 


1883 
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I make this statement at this time in fairness to the Secretary 
that he may address himself to these points during the course of his 
testimony. 

The Cuarmman. Mr. Secretary, will you and your associates stan¢ 
and be sworn? 

Do each of you solemnly swear that you shall tell the truth, the 
whole truth and nothing but the truth, so help you God? 

Secretary Brannan. “I do. 

Mr. Gresster. I do. 

Mr. Kruse. I do. 

The Cuamman. Mr. Secretary, you may proceed with your stat: 
ment. Later, if you desire to make any comment on the stateny 
read by Senator Kem, you are at liberty to do so. 


TESTIMONY OF HON. CHARLES F. BRANNAN, SECRETARY OF AGRI. 
CULTURE, ACCOMPANIED BY GUS F. GEISSLER, ADMINISTRATOR, 
PMA, AND ELMER F. KRUSE, ASSISTANT ADMINISTRATOR FOR 
COMMODITY OPERATIONS, PMA, UNITED STATES DEPARTMENT 
OF AGRICULTURE 


Secretary Brannan. Mr. Chairman and gentlemen of the commit 
tee, I first of all want to express my appreciation for the opportunity 
to appear before the committee. As you, Mr. Chairman, have pr 
viously indicated on several occasions, I have been very anxious t 
appear before the committee, and I have stood by to be ready at al 
times to answer any and all questions which the committee had to put 
to us and to explain and make available to the committee all the info: 
mation possible that was in the Department of Agriculture regarding 
the subject matter that the committee had under consideration. 

[I would just like to say with respect to Senator Kem ’s stateme! 
that I thank him personally for being at last willing to have me con 
before the committee, and I am very happy to have the opportunity ¢ 
address myself to whatever questions he may have with respect 
this whole investigation or the conduct of the De ‘partment. 

I do not believe, Mr. Chairman, that I ever intended to be in thy 
slightest bit critical, reckless, or contemptuous of the committee, a! 
I dare say that there is not any tangible evidence that I have be: 
critical, reckless, or contemptuous of the committee. I did charac 
terize the statement, the initial resolution which Senator Kem intr 
duced some time ago, as he has identified it, and I would like to sa 
that I have not seen anything so far, Senator, to cause me to chang 
my appraisal of my first reaction to the resolution you submitted sou. 
long time ago. 

I would, if I may, in just a very few words, try to paint a little of 
the background against which we have been working, and then, 
I say again, we would be most happy to go into as much detail 
it is possible to go into as long as the committee wishes us to lx 
available. 

I would just like to ask the committee to take a look at the situa 
tion which prevailed in 1948 and 1950, which I think anyone w 
agree readily was an emergency storage period, if we have ever h 
one in this country, and we certainly had one then. 
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Appraisal of the storage problems which have been under discus- 
sion at these hearings, in my opinion, should be based on the facts 
of the situation at the time the problems developed. 

It is a simple and recognized fact that normal storage facilities 
were not adequate to handle the grain and related crops which were 
produced and had to be handled somehow during the years 1948 and 
1950. Asa result of the two largest crops in our history, more than 
7.000,000,000 bushels of corn were harvested in the United States in 
1948 and 1949. As a result of two near-record wheat crops, nearly 

» billion bushels of wheat were produced in those same 2 years. 
The combined total of these two pats crops alone—not counting 
other erains and related storable crops—wWas justi about v1., billion 
ishels. 

A total of 1,711,000,000 bushels of corn and wheat breaking it 
down, 962 million bushels of corn and 749 million bushels of wheat 
from the 1948 and 1949 crops was put under price support—CCC loans 
or purchase agreements were in force and effect with that much grain. 

Of this total under price support, the Corporation eventually took 
title to 1,089,000,000 bushel of this grain. These acquisitions from 
the 2 crops were 15 times as large as the total amount of corn and 
wheat taken over by the Corporation under price-support operations 
during the preceding 5 years. 

Many other crops had to be stored at the same time, but the figures 
for wheat and corn are a good index of the storage job which had to 
Le handled after the 1948 and 1949 crops were harvested. 

Meeting the emergency storage needs of that period was further 
complicated by congressional limitations. In 1948 the Congress put 
limitations in the CCC Charter Act which prevented the Corporation 
from taking any effective action to expand storage facilities. 

Senator Aiken. Mr. Chairman—— 

The CuatrMan. I thought he was going to read that without—— 

Senator ArkKen. All right. That statement is so completely 
erroneous—— 

The Cuatmman. You may discuss that later, Senator. Let, him 
complete his statement. 

Senator A1kEeN. I will postpone it, except to point out that his own 
officials have stated that was not so. 

Secretary Brannan. Congress removed many of these restrictions 
in the summer of 1949, but it retained a definite policy directive which 
required the Corporation to use the usual and customary channels of 
1 ide whenever they were ava lable or could be prov ided before adding 
to its own facilities. 

It was in this situation of very urgent needs, and against this 
background of policy directives, that the Department of Agriculture 
moved into the grain storage situation as soon as Congress freed the 
hands of CCC so that it could take action. Another bumper crop 
was being harvested in 1949, to be added to the heavy carry-over from 
1948. If all the grain and other crops were to be put under a roof, 
and out of the weather, drastic and immediate measures had to be 
taken Before action could be taken, millions of bushels of wheat 
had already been stored on the ground and as harvest progressed 
it was apparent that millions of additional bushels of grain would 
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be lost because of lack of storage unless a considerable volume of 
additional storage was provided at once. 

Farmers throughout the grain-producing areas were pleading for 
assistance. To alleviate the situation the Department undertook 4 
program which included these things: 

(1) Construction loans to enable farmers to increase their on-farm 
storage facilities. 

(2) A survey of space available in commercial storage facilities. 

(3) The purchase of bins by CCC to handle commodities delivered 
to it for which it could not obtain storage in commercial elevators. 

(4) The offer of “use guaranties” to commercial warehousemen who 
would undertake to erect new storage facilities in deficit areas, or to 
convert structures for grain storage which were not originally erected 
for that purpose. 

(5) The use of emergency and marginal storage facilities, such as 
empty airplane hangars, idle ships in the Merchant Marine, and so 
forth. 

The important result of all this was that the Nation’s crops were 
put under cover, the farmers’ price-support program was ar 
and an extremely valuable backlog of reserve supplies was built up 
to help meet the great demand for grains which eventuated after 
Korea. 

These facts are reviewed for the purpose of bringing about a more 
complete understanding of the emergency conditions under which this 
tremendous operation had to be carried on. The magnitude of the 
entire task was such that it was inevitable that serious problems would 
be encountered. But I believe we all have a very just right to be 
proud of the demonstration of ability of our employees to learn from 
their early experiences and to rapidly increase their efficiency in deal- 
ing with these problems from the very early stages of the program. 
Some of the people with whom we had to deal were not as proficient 
in their business as they had represented themselves to be or as we 
had a reason to believe they were. A very few attempted to take an 
unfair advantage of the situation. 

A fair appraisal of the problems must take into account the ab- 
normal and emergency conditions under which a tremendous and vital 
storage program was carried out. Total conversions amount to about 
one-tenth of 1 percent and reasonably anticipated losses from con- 
versions amount to less than one-eightieth of 1 percent of the value of 
the commodities which passed through CCC inventory in the past 4 
years. The losses from grain going out of condition over the past 15 
months amount to less than one-half of 1 percent of the total of the 
grain handled, and this figure becomes even more significant when 
compared to the losses which would have resulted had storage not 
been provided for the great quantities of grain. If the storage had 
not been provided, not only would millions of bushels have been lost 
but the will of Congress would have been defeated in that farmers 
would not have received price support but would have been forced to 
dump literally hundreds of millions of bushels of grain on the market 
at prices substantially below the statutory price-support levels. 

The Cuarrman. Does that complete your statement ? 

Secretary Brannan. Yes, with just this reference, Mr. Chairman 
I hope that as we proceed with the discussion of this matter further 
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that we will remember the magnitude of the job which had to be done, 
and that there will be some time and some opportunity to pay credit 
to the very fine, excellent and grand job that was vm 4 the Depart- 
ment employees in meeting this emergency, meeting it effectively, and 
bringing about a net result of which I think any government, any 
nation, or any group of people hasa right to be justifiably proud. 

The Cuarrman. Senator Aiken? 

Senator Arxen. I had hoped that these hearings could be termin- 
ated within the next 3 or 4 days. But on page 2 of the Secretary’s 
statement he says this: 

In 1948 the Congress put limitations in the CCC Charter Act which prevented 
the Corporation from taking any effective action to expand storage facilities. 

In view of that statement I shall have to insist that this committee 
and its staff make a thorough examination of the conditions which pre- 
vailed at that time. It will be found that the Department of Agri- 
culture and the Solicitor’s office cooperated fully in enactment of the 
legislation that year; it will be found that they knew exactly what 
that legislation meant; it will be found that after the legislation was 
passed somebody got the idea that it would be a good ‘thing to put 
another interpretation on it, and they went out into the field and they 
told the PMA committeemen, thousands of them, to spread the word 
that storage was not available and they could not make loans on 
grain that was not properly stored. 

They started forcing the price of grain down. It went down month 
after month, from June until November, when, with the exception 
of corn, it went up again. It is safe to say that the price of grain to 
the farmer was forced down about a billion dollars that year, and 
the blame was put.on the Congress for the legislation which had been 
approved on the 29th of June. 

Vou may recall, Mr. Chairman, that the other day when Mr. 
Bradley, the director of the Chicago office, was in here—of the PMA 
office—he testified that the storage space was less than 60 percent 
occupied in the fall of 1948. 

Yet if this is gone into thoroughly it will be found that there was 
an artificial reduction in the price of grain that year through telling 
the farmers that there was no storage available for them. 

I say, I had hoped we could wind this up. I had not intended to say 
anything more about that now. But in view of this and in view of the 
fact that I had charge of that bill that year, which did not amend 
the charter of the Commodity Credit, it gave them a Federal charter 
for the first time, a permanent charter for the first time, I ask for a 
complete investigation of the situation which prevailed at that time 
and the artificial depressing of the price of grain. 

I am not saying this for any political reasons. I am saying it be- 
cause I shall do everything in my power to keep them from forcing 
the price of farm products down again this year, as they did in 1948, 

The CHarrman. Senator Aiken—— 

Senator ArKken. I do not like that statement. 

The Cuarman. I think we have gone into this matter quite a bit. 
There has been quite a bit of contention on both sidés about that. 
Who is right or who is wrong, I do not know. 

Senator Arken. It is time we found out. 
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The Carrman. As far as I am personally concerned I want to 
end these hearings as soon as I can. I have been on this committe 
now stitting around for 6 weeks, almost alone, you and I, during t}y 
whole period. I have got many other important things to do 
I propose to try to end this as soon as I can. 

I do not want to play politics with it, either. 

Senator Arxen. I will have to say, Mr. Chairman, that I do ) 
propose to end it until this matter has been cleared up if it lies y 
my power to clear it up, because I know the dirty trick that was play: 
on the farmers of this country in 1948. They lost a billion dollars { 
purely political reasons. 

The Cuamman. That is your idea. 

Senator Arken. That is the truth, Mr. Chairman. 

The Cuamman. That is only an opinion of yours. 

Senator Aiken. Every member of the Solicitor’s office sitting ba 
there knows it, the Secretary knows it, every member of the Bp rt 
ment here knows what they did, and they are not going to do it aga 
this year if I can stop it. 

Senator Kem. Mr. Chairman. 

The Cuatmman. Any further questions, Senator Aiken ? 

Senator Arken. No. 

Senator Kem. Mr. Chairman, in connection with what has be 
said about ending the hearings, I understood that it was agreed som. 
time ago that we would not end the hearings until we had gone int: 
the other investigations that are being made by the GAO. The offi 
in Kansas City, St. Paul, San Francisco, Portland, Dallas, and New 
York, particularly. 

The Cuamman. If the Senator had been present at all of t 
hearings he would have found out that we brought that matte 
that investigations were made, and only in a few instances were ther 
cases in those places. The largest number of cases arose in the Chicag 
area, in the Dallas area, and there is a third one. I believe that t! 
committee has gone into enough cases to outline the pattern so t 
we can make a report to the Congress. For us to remain in sessioi 
for this committee to remain in session. for another ”~ or > weeks 
then extend it maybe until next year, is as far as I am concerned, 
unnecessary. It is just a waste of time and of money. That is: 
opinion. 

Senator Kem. Mr. Chairman, was it not agreed at the previ: 
meeting that we would vo into the GAO investig ations ? 

The CHarrmmMan. Yes, sir. 

Senator Kem. Has the chairman changed his mind about that / 

The Cuairman. No; I have not changed my mind, Senator Kem, 
at all. If you recall last week we were supposed to have the Secretar 
on Wednesday or Thursday or Friday, I do not recall the date, b 
in order to suit the convenience of some members of this committ t 
it was decided to extend the hearings until—I mean to hear the Seer 
tary today and tomorrow if necessary. 

In the meantime, as I understood it, you and others, including Mr. 
Cotter, were to consult with the GAO. If there was anything unusua 
that had been discovered by GAO we were to take it up. 

If you remember it was also understood that after we complet 
the hearings insofar as the Secretary, Mr. Geissler, and Mr. Kru 
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were concerned, we were then to have an executive session, and deter- 
mine whether or not we were to go into any more cases. That was my 
understanding. 

Senator Kem. My understanding was that it was agreed at that 
time that the GAO would be given an opportunity to present the cases 
that they had been investigating that had not yet been presented. If 
the chairman will recall I stated at that time that I had talked to the 
Comptroller General and he told me that these investigations would 
be made available to the committee. 

The Cuarrman. I understood that the Senator from Missouri was 
going to ask about it, and bring those cases to the attention of Mr. 
Cotter. I spoke to Mr. Cotter about it. 

Senator Kem. I think the record will show that I stated that I had 
already at that time consulted with the Comptroller General, and 
that the Comptroller General said that there was information that 
would be made available to the committee. 

I think the record will show exactly what was said. 

The Cuarrman. Mr. Cotter and I discussed the matter the same 
day or the day after. It was my understanding that he would consult 
with GAO and if there were any other cases that came up, that needed 
investigation, we would look into them. 

Senator Kem. The record will show, and I will read from page 3064 
of the record: 

Senator Kem. I would like to say for the record that I think there are quite 

number of very important matters that should be inquired into. 

The CHAIRMAN. Does the Senator know which ones? 

Senator Kem. Yes. 

The CHAIRMAN. Has he furnished them to and checked with Mr. Cotter? 

Senator Kem. I have talked to Mr. Cotter and would be glad to outline very 
wiefly the information to the chairman and anybody else that is interested, as 
to what I have in mind. 

The Comptroller General, Mr. Warren, advises me that the General Account 
ing Office has investigations under way or completed in St. Paul, Denver and 
Atlanta, Minneapolis and Chicago, and also an important Michigan food- 
processing case 

I think that our experience with the General Accounting Office investigations 
in the past in this committee has shown that they do not waste any time, and 
when they come up with anything it is well worth hearing. It is my feeling 
that it would be a great mistake to close these hearings without giving the 
General Accounting Office an ample opportunity to testify as to each of these 
Cases, 

Then I have noted that we have not been into the Commodity Credit offices in 
San Francisco, Portland, Kansas City, or New York. Now there is ample reason 
to believe that there is considerable of interest in each of those offices 

We have touched very lightly on the situation in Dallas, and certainly our 
ery cursory and preliminary survey indicated that there was “gold in them 
thar hills.” 

Then we have the reported leak to the trade in the sale of lard in Chicago 
That is a case that ought to be inquired into 

Then we have the California rice fraud case. I understand that the Depart 
ment of Justice is now either about to prosecute or is about to present to a grand 
jury there a fravd case involving $731,000 in the sale of rice I do not know 
exactly what the details of that are 

The CHatRMAN. We have had it here for 3 or 4 days, Senator. 

Senator Kem. I think there is more to be said and more to be found out about 
that case. If it is all in the record, I will be glad to examine the record. 

The CHAIRMAN. We have had it. 

Senator Kem. I know Mr. Fred Entermille’s testimony, but I think that there 
is other—at least my conversation with Mr. Cotter leads me to believe that 
there are other details and facets of that case that are of public interest that 
have not been yet brought to the attention of the committee. 
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The CHAIRMAN. Do you not think the fact it is being handled by the Depart. 
ment of Justice is sufficient? We cannot prosecute by having those cases here 

Senator KeM. No, Mr. Chairman. I know that view is frequently suggested, 
but I uttterly disagree with it. There have been too many cases that have 
gone over to the Justice Department and never again seen the light of day 
Their capacity over there for absorbing information is unlimited, but their 
capacity for doing something about it is not quite so apparent in many cases 

The CHAIRMAN. Well, Senator, I have been laboring with this committee now 
for 5 weeks. I have been here every day that we have had hearings and I hav: 
often sat alone, and I do not propose to continue that. If we are to hay: 
hearings, I want everybody around here so they will make the same sacrifice 
as I am making. 

I am on the Appropriations Committee, and I have ih the past been a very 
active member of that committee, and up to now I have not attended as many 
as five sessions of the Appropriations Committee since these hearings started 

Senator Kem. I appreciate very much 

The CHAIRMAN. I thought that by touching the high spots—that was what we 
intended to do from the beginning—would suffice. We were not to go into every 
little case and make it cumulative, just to keep it before the public; as far as | 
am concerned I am not going to be a party to it. 

Senator Kem. I appreciate very much the very diligent attention the chair 
man has given to this matter, and no one is more appreciative of it than I. But 
at the same time it does not seem too necessary that the chairman be here at 
every meeting. There are other members of the committee 

The CHAIRMAN, I have tried to get others to handle it, but they are all busy. 

Senator Kem. Well, the able and distinguished Senator from Vermont has 
been long a member of this committee——— 

The CHAIRMAN. Senator Aiken and I have been here almost every day. 

Senator Kem. And he is fully capable of presiding. I think perhaps there are 
other members also. 

Senator ArkKEN. Mr. Chairman, with regard to Mr. Entermille who testified 
here the other day on that rice deal, I do not think we are so interested in what 
the Department of Justice is doing in the suit against the rice company, I 
think that we should be interested in the attitude of the Department towari 
Mr. Entermille, because he certainly told conflicting stories in considerable 
number before this committee. 

The CHAIRMAN. That is right. 

Senator ATKEN. His stories could not all have been truthful. He said he was 
confused, I believe, and I think perhaps he was. Maybe he should write down 
his story the next time so he will tell the same one every time. 

The CHAIRMAN. I grant that. 

Senator AIKEN. The attitude of the Department toward Mr. Entermille is of 
concern to us. 

The CHAIRMAN. That is why, after discussing with our chief investigator 
what we were going to do, we decided to go over the cases that he was prepared 
to present to the committee—all the important ones. 

Senator ArKeNn. Yes. 

The CHarrRMAN. And then when that was concluded we would call in Mr 
Brannan and ask him point-blank various questions as to the evidence that 
has been developed. 

Now, after all that is done, it was my idea to have an executive session of 
the committee so as to get a complete briefing from Mr. Cotter as to other 
matters that were in the process of investigation and find out or get advice 
from him as to what he thought we could do in proceeding further. 

That was my idea. 

The CHarrmmayn. I think that is in accord with the statement that 
I just made. 

Senator Kem. Exactly. 

Senator Kem. Mr. Chairman, pardon me. I do not mean to interrupt you 

The CHAIRMAN. And that is the course that I hope to follow. 

I kept you advised, Senator Aiken, right along. 

Senator A1rkeN. Now, as to procedure, I think it has been about 6 weeks that 
the Senator from Louisiana and I have had our noses to the grindstone. 

The CHAIRMAN. Just about. 
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Senator AIKEN. It is getting very wearing indeed. We have until June 30, 
I believe. 

The CHAIRMAN. That is right. 

Senator AIKEN (continuing). To make a report. We have some unanswered 
questions still out. We are to get a report on the total amount of conver- 
sions, which they are collecting. 

The CHAIRMAN. That is being done. 

Senator AIKEN. We are supposed to get a report on the total amount of 
deterioration, which they are also getting. 

The CHAIRMAN. That is being done. 

Senator AIKEN. I have also asked for the sales of beans between late March 
and the first of May, and I assume they are compiling that. 

The CHAIRMAN. That is right, that is being done. 

Senator AIKEN. There may be a few other things. This continuous work, 
day after day, 5 days a week, with our work on other things on top is a little 
bit too much. I would suggest that after today and tomorrow perhaps we 
recess for a week, giving our investigators a chance to catch up on their work, 
giving the Department a chance to—— 

The CHAIRMAN. If the Senator recalls, there was a cry and demand that 
we hold these hearings right away, and that we complete them as soon as 
possible. That is what I am trying to do. 

Senator AIKEN. That is right. We cannot go into all the complaints we have. 

The CHAIRMAN. That is right. 

Senator AIKEN. It would take all summer. 

The CHAIRMAN, All summer and next summer. " 

Senator AIKEN. There are reports regarding wrongdoing on inspections in 
the New York area, the storage or handling of commodities in the New York area, 
here, there, and everywhere. We cannot go into all of them. 

The CHAIRMAN. Senator Kem made a suggestion that I had in mind, and that 
is to call in the General Accounting Office here and go over such cases as they 
are or have been investigating. It is my judgment that some of this ought to 
be in executive session, for the reason that we do not want to point the finger 
of scorn in the direction of people who may not be liable. 

Senator AIKEN. That is probably true. 

The CHAIRMAN. But it is my belief that after we go into executive session, if 
there is anything that develops that should be heard, I would be the first one to 
say “Let's go to it,” because I do not want anybody to think for a minute that 
I, as chairman, am trying to hide anything. I want to expose to the public 
everything that is deserving of being exposed, but I do not believe that we ought 
to go into every little case we hear about, particularly when the offenders are 
people in the private grain business. 

The CuHatrman, [ still stand on that statement, Senator Kem. 
That was my idea, to have an executive session as I have just indicated. 
to call in the General Accounting Office or anybody else who can fur- 
nish evidence to us of any wrongdoing, and to expose it to the public. 

Senator Kem. I will not ask the committee to bear with me in further 
reading, but there was a continuing discussion here, as the record 
shows, about various offices, San Francisco, Kansas City, and others. 

Senator Aiken. Mr. Chairman 

The Carman. Just a moment. Are you through, Senator Kem? 

Senator Kem. Just a minute. 

The Cuarrman. I think that the reading of that record bears out 
the statement fully of what I said a few minutes ago. 

Senator Aiken ? 

Senator Kem. Mr. Chairman, you asked me if I had anything to 
say. I would like to say this: I think the record shows that it was 
understood at that meeting of the committee that we would make some 
further investigation into the cases that are being prepared and are 
to be made ready for our consideration by the General Accounting 
Office. 
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For my part, I will object very strenuously to closing up the hea 
ings before the General Accounting Office has had an opportunit) 
to present those cases to the committee. 

The Cnatrman. I am going to stand by what I said in that report, 
and that is we are going to have an executive session of this committee 
just as soon as we get “through with the three witnesses now before 
us, and we can then decide whether or not there is sufficient evidence 
produced by GAO or anybody else in order to go on further. 

I said that last week, Senator Kem. 

Senator Kem. That is what I understood you to say. 

The Cuarrman. Of course. And I repeat it today. 

Senator Arken. I still say that I would like to close these hearings 
just as quickly as we can. 

The Cuarmman. The Senator agreed with me, as he remembers 
Senator Kem has just read it—that it is no use to go into all these 
little eases. I think the pattern was worked out by us. 

Senator A1rken. We won't live long enough to go into all of them 

The Cuatrman. Of course not. Of course not. Little cases in- 
volving maybe two handfuls of wheat taken by a farmer. Surely, we 
could go into all of those. 

Senator Arxen. That is right. The thing which aroused me this 
morning was a statement, the Secretary’s statement about the CCC 
Act of 1948 limiting the Department in making loans on grain that 
year. That is just completely a false statement, as the major officials 
of the Department know. We had a thorough understanding of 
what that law meant, and I am very fearful that there will be another 
drive put on this year to depress the price of farm commodities, and 
the surest way to forestall that drive is to bring out into broad day 
light what went on in 1948 

Furthermore, that is a definite reflection on the Congress which I 
do not like. 

The Cuatrman. The Senator will agree that it is a mighty poor year 
for the Democrats to try to lower the price of farm products, won't 
he? So he need not fear that that is going to be done. 

Senator Aken. In 1948 it worked perfectly, Mr. Chairman. It 
worked perfectly. I think that the welfare of several million farmers 
does mean a whole lot more to this country than whether a member of 
this committee can go home or not, and Lord knows nobody wants to 
go home any more than I do. 

The Cuamman. I just do not believe that anybody connected with 
the Department of Agriculture would stoop so low as to lower prices 
for political reasons. I just do not believe it. 

Senator A1rxen. Mr. Chairman, if this staff makes a thorough in- 
vestigation it will prove just that. 

The Cuarrman. You will have to get another resolution through. 

Senator Aiken. Our resolution completely covers that. 

The Cuarrman. I doubt it. 

Senator Arken. Yes; it does. 

The CuamrmMan. Mr. Cotter, will you— 

Senator ArkeNn. I hope the chairman does not try to help them 
cover up those events of 1948. I certainly do not. 

The Cuamman. The chairman will not try to cover anything. You 
have had it out. It is just a question of arguing. That is all it is. 
The facts are old. 
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Senator Arken. It has never been brought out, Mr. Chairman, not 
the actual facts. 

The Cuamrman. Maybe not according to the views of the Senator, 
but I know that we have discussed it before this committee many 
times. 

Senator ArkEN. Many people before this committee know that 
those facts have been kept covered to this day. 

The Cnairman. I do not know why the Senator did not present if 
before. Why did you wait until this day to do it? You have had 
since 1948 to do it. 

Senator ArkEN. It should be brought out officially. 

The Cuatrman. Mr. Cotter, do you have any statement that you 
desire to make that is pertinent to this discussion ‘ 

Mr. Correr. It is my understanding that we would have a reap 
praisal of unfinished business in executive session after this series 
of hearings was conducted, and that it would be decided by the com 
mittee what action would be taken on the basis of that. 

The CHamman. You remember the same day or the day after we 
had our last meeting, we had a little conference, and you were to con 
sult with GAO or have them come before us in executive session and 
tell us what cases they had and whether or not they were of sufficient 
moment for us to go into the details of them. 

Mr. Correr. I assumed we were going to have a review of the whole 
situation. 

The Cuarrmman. Exactly. That is what will be done. That is what 
| propose to do. 

Senator Kem. The only thing that concerns me, I may be wrong, but 
I understood the chairman to speak about winding up in 3 or 4 days. 
If the investigations of the GAO are what I understand them to be and 
what I anticipate them to be, 1 do not think it will be physically pos 
sible to wind these hearings up im 5 or 4 days. 

The CHatmman. The Senator may be correct. If the GAO can 
present us with evidence that we do not know anything about, cases we 
do not know anything about, and cases that are deserving of being 
investigated, I will be the first one to investigate. I can assure you 
of that, sir. 

Senator Kem. I would like to be heard to say that I have seen many 
reports presented to this committee by the General Accounting Office. 
I have never seen one that I did not think there was a lot of merit 
in, that I did not think was not carefully prepared, and was not an 
intelligent discussion of important relevant facts and in the public 
interest. 

The CuHairmMan. I hope the Senator will agree that the report made 
to this committee by GAQ, and which formed the basis of our hearings, 
has been covered thoroughly. We have gone into practically every 
case mentioned, It is in the record. If the GAO has any other cases 
wherein there is proof of fraud or anything out of the way, I as 
chairman of this commitee will go into detail to the same extent as 
we have in other matters. 

Senator Kem. I think the chairman will agree with me that the 
GAO is an arm of the Congress, is maintained at large expense, and 
it would be nothing less than foolish for us not to cooperate with 
them in exactly the way that the chairman has indicated. 
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The CHarrman. I hope to, and as chairman I expect to, do that. I 
am glad to say that the GAO has cooperated with this committee fully. 
The GAO itself has stated that the Department of Agriculture has 
likewise cooperated fully with GAO. I do not believe we are far 
apart. All of us want to do justice to these hearings. I for one do 
not want to be accused of having whitewashed any of these cases. 

I want the public to know the whole story. 

Senator Kem. I am sure that is true. For that reason I feel con 
fident that the Senator will not ask that these hearings be terminated 
before these reports of the GAO have been adequately gone into. 

I would like to say in that connection that I have spent most of my 
life around courts and juries and investigations. I think I know a 
good piece of work of that kind when I see it. I think the report pre- 
sented here by the GAO on Cargill, Inc., and on its Norris City grain 
storage, was as thorough and workmanlike a job as I have ever seen. 

The CHarrman. Senator Kem, do you desire to ask questions? 

Senator Kem. Yes, sir. 

The Cuatrman. Senator Aiken, are you through? 

Senator Arxen. I am through. 

Senator Kem. Mr. Secretary, what steps have been initiated by the 
Department in an attempt to put an end to the conversions by ware- 
housemen and have been brought out in these hearings? 

Secretary Brannan. Mr. Chairman, I would like to have Mr. Geiss- 
ler answer that question for me. 

Senator Kem. Mr. Chairman, we have had hearings here that it 
seems to me have been very unsatisfactory, where we have gone from 
one witness to another, and we do not get anywhere. It seems to me 
that, if I may make this suggestion, the Secretary is the witness before 
us now, that he answer such questions as are within the range of his 
knowledge. . 

If he can’t answer them, have him say so frankly and candidly, 
and then, as the hearing proceeds, we will try to elicit the information 
from somebody else. But to jump from one witness to another is an 
undesirable and from my point of view, a wholly unscientific method 
of proceeding. 

The Cuairman. I must presume that what the Senator wants are 
facts. Whether they come from Mr. Geissler, who is at the head of 
the Commodity Credit Corporation, or the Secretary, what difference 
does it make ? 

Senator Kem. It makes this difference: There is an orderly, cus 
tomary. and traditional method of asking the witness, and that is to 
examine him and to have him answer such questions as he can and 
say he cannot answer any if he cannot, and then the examining body 
has an opportunity to call other witnesses. 

I quite agree with the chairman that what we want are the facts, 
but I believe that the facts will come out in a more satisfactory way 
if we follow the orderly and customary procedure of examining one 
witness at a time. Sin) 

The Cuarman. I want to say this to the committee, in anticipation 
of a lot of questions being asked which the Secretary may not be able 
to answer because of other duties that he has to perform, he has a 
big job, I suggested to him that he bring along such of his staff as 
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he desired. I understand that he has complied. In addition, I am 
sure we want to save time. However, I do want the facts. 

Mr. Kem. So do I. The question, Mr. Chairman, is one of a 
series that was prepared by counsel for the committee and sent to 
Mr. Brannan several days ago. He has had them, he has had ample 
opportunity to advise and inform himself. I see no reason why he— 
he is under oath—why he should not testify as to the facts within 
his knowledge. 

He is the head of the Department. If he is asked questions that 
are without the range of his knowledge, obviously he should not be 
expected to answer. 

The Cuarrman. Mr. Brannan, are you able to answer the question 
propounded ¢ 

Secretary Brannan. Yes, Mr. Chairman, I am. 

The Cuatrman. Proceed. 

We could have saved time, by the way, Mr. Secretary, had you 
stated that at first. In other words, any questions that you know of 
your own knowledge I suggest that you answer it and not depend on 
anybody else. That is a time saver. 

Secretary Brannan. Let me say this about it: I, like you stated a 
few moments ago, was under the impression that the committee wants 
the complete and full and detailed facts. If the committee thinks 
that I can carry in my head all of the transactions, the date, the 
precise measures, the exact phraseology of wires and telegrams, that 
would be in reply to this question, of course, I have just got to confess 
that it will be disappointed. I do not think that there is any living 
human being that can begin to do it. 

That is the reason we brought the other people from the Depart- 
ment who are expert in this field. 

I think that I must correct you—and Mr. Cotter has come back 
in the room and will join me, I am sure in this—I hope he will, any- 
how. 

While you were out, Mr. Cotter, Senator Kem stated to the com- 
mittee that a list of questions had been prepared bearing upon this 
hearing and submitted to me several days ago. I think that you will 
now advise Mr. Kem—will you not ?—that you sent them down about 4 
o'clock last night. 

Mr. Correr. Yes. I did not consider them a comprehensive list. 
They were just some notes that were made in my office. 

Secretary Brannan. We were asking for them for several days. 

Senator Kem. I was told several days ago that they were made 
available to the Department. 

Mr. Correr. It was the intention to make a list of broad questions 
that would undoubtedly be asked. The only thing that was sent to 
the Department was a list that was made up in my office last night, 
with the notation on them that they 

Senator Kem. This list that was furnished to the members of the 
committee several days ago was not sent to the Department at that 
time? I understood that it was. I was told that it was. 

Secretary Brannan. It just plain was not. 

Mr. Correr. That list was not furnished to the members of the 
committee, I think, until this morning, Senator. 

The Cuarrman. I never saw them. 
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Senator Kem. I was furnished a memorandum several days ago. 

Mr. Correr. I think they were in my office for several days, and 
I was not satisfied with them. 

The CHarrman. It does not make any difference. We have the 
facts now. He got them last night at 4 o’clock. 

Will you proceed, Senator Kem ¢ 

Senator Kem. The question is, Mr. Secretary, what steps have bee: 
initiated by the Department in an attempt to put an end to the cor 
versions by warehousemen ? 

Secretary Brannan. Mr. Chairman, about a year ago we in the Di 
partment undertook a study and a reexamination of all aspects of ow 
commodity operations covering organization, regulations, and pro 
cedures, in order to effectuate a more adequate protection for CCC and 
better service, and to effectuate economies wherever possible. 

When the conversion cases began to come to light in numbers hithe: 
to unsuspected, this need for a réview became more apparent. In mak 
ing the studies we were guided by the problems revealed in our Con 
pliance and Investigation and in our Audit reports. Special cor 
mittees were established in the Department in some cases in order 
to work out the special problems. 

I should like to bring to the attention of this committee the actio 
which we have taken on several items which have been discussed i: 
these hearings. First, I would like to read a teletype which went to 
our PMA commodity offices over the signature of John Dean, the 
Acting Assistant Administrator, on June 13, 1951. It is as follows 
(reading) : 

In view of the increase of shortages in stored commodities, particularly beans 
and grain, it is imperative that the application of our procedures with respect t 
storing of our commodities and our dealings in general with warehousemen lx 
reviewed : and, where any practices are found in your office which do not adher: 
strictly with procedure and good businesslike dealings, immediate steps should 
he taken to correct these conditions, 

In addition to adhering strictly to instructions T7061, entitled “Instructions 
for Handling Certain Claims by and Against CCC and Criminal Cases Involvi 
CCC Programs,” directors of PMA commodity offices shall do the following: 

1. Where loading orders or notices to deliver are issued to warehousemen ca 
ing for delivery of CCC commodities, if a warehouseman does not comply wilt! 
delivery schedule requirements, immediate investigation must be made to dets 
mine if the warehouseman is unable to deliver the commodity. 

2. PMA commodity offices will immediately request investigations by the Office 
of Compliance and Investigation of all reported or suspected cases of conversior 

Where the PMA commodity office upon preliminary investigation has reaso! 
to believe that there has been an intentional conversion of CCC commodities by 
a warehousemiun, the case will be referred immediately to the regional attorney's 
office with’a request that criminal prosecution and civil action be taken, 

t. PMA commodity offices will review their existing bond requirements wit! 
a view toward increasing bonds where justified because of financial instabilit 
of warehousemen or for other reasons. 

5. PMA commodity offices will thoroughly review the list of approved ware 
houses with a view toward removing from that list any warehouses that are 
in a doubtful financial status or whose housekeeping and general warehousi 
practices do not measure up fully to our standards. 

That was the end of that initial instruction. 

Senator Hottanp. What was the date of that, Mr. Secretary ? 

Secretary Brannan. That was on June 13, 1951. 

he question of follow-up on grain-loading orders has received 
considerable attention. The teletype of last June 13 stressed the 
importance of prompt follow-up. In addition, we asked our Office 
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of Audit, which is independent of the PMA commodity oflices, to 
report every 50 days on this activity in the commodity offices. 

On February 21 Mr. Elmer Kruse, who is here, the Assistant Admin- 
istrator of Production and Marketing Administration for Commodity 
Operations, addressed a teletype to each of these eight offices as fol- 
lows. The subject was Loading Orders. I am quoting again: 


Loading orders issued by Production Marketing Administration commodity 
office calling for delivery of CCC commodities shall be specific as to date or period 
during which shipments are to be made. The shippers must be instructed to 
forward copies of the covering bills of lading to the office on the day shipments 
are made, in addition to other required documents. 

Further quoting: 

It is the responsibility of the director of the Production and Marketing Admin 
istration connmmodity office to maintain adequate records which will reflect current 
status of loading orders so that absolute current information is available as to 
whether or not the shipper is complying with shipping directions and making 
shipments within the period specified on the loading order. 

If the shipper does not comply in this respect, you are directed to institute ar 
immediate investigation to determine the reason shipments are not being fo 
warded according to direction. 

In addition to that, Mr. Chairman, and Senator Kem, we unde1 
took some coordination of our CCC and our United States ware 
housing activities. The PMA commodity offices are being advised 
promptly not only of the issuance of new licenses and suspensions and 
cancellations or expirations of licenses and failure of warehousemen 
to furnish bonds required under the United States Warehouse Act, but 
they are also being advised of the refusal of requests for approval 
under the Warehouse Act w hich were demed and were gviven a state 
ment for the reason for the denial. 

This information will serve as a red flag to the PMA commodity 
offices wherever a warehouseman with whom they are doing business 
either is unable to qualify under the United States Warehouse Act or, 
having so qualified, has difficulty in continuing to meet the 
requirements. 

Whenever the examiner under the United States Warehouse Act 
finds commodities at any licensed warehouse which suggest potential 
trouble, the Warehouse Act area supervisor communicates with the 
area office to learn the extent if any of the CCC stocks in the warehouse 
and, upon receipt of the advice, works with the commodity office 
in protecting CCC’s interest. 

We have also gone into the question of bonding requirements. On 
April 30 the Board of Directors of the Commodity Credit Corporation 
prescribed new standards to be used in the approval or disapproval 
of a warehouseman who wishes to store commodities for CCC. 

Senator Kem. That is April 30 of this year ¢ 

Secretary BRANNAN. That isright. That is this year. 

The important points in the new policy are as follows, and it is a 
long and elaborate document ; so, I will just brief it for you, Senator. 

First the PMA county committee will be responsible for the initial 
inspection of country warehouses. The committee will obtain from 
the warehousemen an application and a financial statement which it 
will forward, together with its recommendations for approval or dis 
approval of the application through the State committee, to the appro 
priate PMA commodity office. 
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In addition to the warehouseman’s own financial statement, PMA 
commodity offices shall require a commercial credit report to be used 
as an additional verification of the financial history and reputation 
of the warehouseman. Then, on the basis of the examination of the 
application, a financial statement, reports of inspection, commercia! 
credit reports, and other available laceastion, the PMA commodit 
office shall determine whether the warehouseman and the facilities de- 
scribed in the application conform with a set of rules or standards 
which follow about this line: 

1. The physical plant and equipment conform with the require- 
ments specified in the applicant’s approval instruction. 

2. The warehouseman or his employee in charge of the operation 
of the warehouse have demonstrated ability and experience as a bona 
fide warehouseman. The warehouse is operated under the Federal, 
State, or local license, or is an unlicensed warehouse which meets al! 
other CCC requirements for approval. 

Then the financial statement covering all operations of the applicant 
show a total net worth of not less than 4 percent of the total value of 
the principal commodity to be stored. We must staisfy ourselves that 
the warehouseman has satisfactorily complied with the CCC instruc- 
tions under previous contracts with CCC. 

Again, that the warehouseman has complied with the regulations 
of the applicable licensing authority or has satisfactorily corrected 
any condition which may have resulted in refusal, suspension, or rev- 
ocation of license. In no case involving a fraudulent or dishonest 
act—they are instructed to find out that no such case is pending before 
any local or any State or any Federal authority against the warehouse 
man, or any responsible official or employee of the warehouseman. 

Then, pursuing the whole matter further, we have set up criteria, 
so to speak, by terms of which warehousemen who meet all of those 
standards—I think there are seven or eight of them that I have just 
mentioned—will be required to furnish a bond in the amount of 6 per 
cent of the total value of the principal commodity to be stored, pro- 
vided, however, that the amount of the bond shall not be less than 
$5.000, and it w i not be more than $200,000. 

For the warehousemen who are not conforming or do not meet any 
one of the standards that we have set up, they still can be approved 
when the conditions of storage within the facilities are considered to 
provide satisfactory protection for the commodity, and the services 
of the warehouseman are required in fulfilling the responsibilities 
under CCC program. He must, however, comply with the last two 
that I read. 

If there is a proceeding pending against him, then of course we wil! 
not approve him, and if he has failed to comply with previous contracts 
with us he will not be approved. But as respects the others, if h 
meets them generally, but is deficient in maybe one, then in such a case 
the amount of the surety bond shall be in the amount of 12 percent of 
the total value of the principal commodity to be stored, but shall not 
be less than $10,000. It need not be more than $400,000 unless the con 
tracting officer determines that a larger bond is still prudent and de 
sirable, in which event he would contact his Washington office and we 
would discuss it. 

I am sure that you know, Senator, of course, that the higher bond 
ing requirements will be more expensive to the ws arehousemen who do 
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business with the Commodity Credit Corporation. We do not think 
that 6 percent and the 12 percent requirement is unreasonable and that 
it will afford the Corporation an additional needed protection. 

Relating those requirements to the experiences we have had so far, 

and all of which have been thoroughly laid out before the committee 
to date, I think we would be in danger of suffering no loss in practical- 
ly all of those cases had we had these set of rules. 
‘I want to make it very clear again, Senator, as we have time and 
time again, that there are bonds in existing cases. Most of the things 
we are talking about have been done in those cases, probably not with 
the severity and intensity with which we will pursue those kinds of 
matters in the future, but there was a general set of provisions com- 
parable to these, the bonds requirements not quite so high, but still the 
bond requirements were higher than the normal trade was requiring 
even in that time. 

So that we were even being a little more severe even in those times, 
even before these regulations were put in force and effect, than the 
normal trade had required. We have increased and intensified our 
warehouse inspection. We are providing for periodic inspections of 
warehouses storing commodities in which CCC has any financial in- 
terest. As you remember, these warehouses very often contain large 
quantities of grain in which the Commodity Credit Corporation had 
only a conditional interest, you see, a mortgage interest, the mortga- 
gee’s interest. 

Because of the lack of adequate staff to get around to all of them, 
we did not go into careful inspection of some of the warehouses in 
which we had only a contingent interest until after the contingent 
interest ripened into a real interest. We are going to be a litte more 
careful on that within our appropriational limits and within the avail- 
able funds, and within the ability to secure the kind of help that is 
necessary, and there is going to be a very much closer inspection even 
of the warehouses, where we only have a contingent interest, and a 
much heavier inspection on those in which we do have a direct interest. 

We have also strengthened our auditing and our Compliance and 
Investigation group. I think it is important, Senator, to note that the 
system of warehouse inspection which we have described above is in 
no sense intended to replace or substitute the work of the Office of 
Audit or the Compliance and Investigation people, because we hope 
to be able to give them some larger staff in the next fiscal vear and to 
make spot checks more frequently if that larger staff is available. 

The Office of Compliance and Investigation is also being given a 
larger staff, a part of which has already been recruited, and we will 
continue to make complete checks on warehousemen who are sus- 
pected of converting any CCC grain. 

Senator Jounston. Have you, or will you have, any recommenda- 
tions to make in regard to the attacking on the criminal field ? 

Secretary Brannan. Yes, Senator, we have some recommendations 
to make on the legal aspect of this thing. Of course, as you are well 
aware, that is a strictly statutory matter. We can’t tighten up the 
Criminal Code. We have three recommendations of methods for 
tightening the Criminal Code or the laws relating to this situation, 
and we will be happy to lay them out before the committee now or at 
the proper time. 
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Senator Arken. Do you contemplate, Mr. Secretary, any change 
in the supervision of the bins, the Government-owned bins, that have 
been looked after by the county committees ¢ 

Secretary Brannan. We are asking the commodity offices, 1 mea: 
the PMA field offices, to increase their care and attention to the bins 
I think it must be said, Senator, that a remarkably small amount of 
difficulty has risen in connection with those bins. The General Ac 
counting Office has been over them; they have been on the ground, an 
they have had very, very few comments of a derogatory nature to 
make about the condition of the bins. 

I think someone is going to raise the point in-due course that a fe 
of the bins in the Missouri Valley area were on low ground. I would 
just like to say to you, Senator, that we actually consulted the Corp 
of Engineers on the location of bins in that area, and took a calculate: 
risk, if you please, sir. We were advised that the places where w: 
put these bins were in areas which would not be touched by floc 
any oftener than once in a hundred years. 

Weighing that against putting them back up on the hill and t] 
inconvenience and the cost of moving the grain back and forth, be 
cause those are corn bins and corn is grown to be used in the area an 
should not be hauled out 10 miles and hauled back 10 miles, particu 
larly in the winter when the farmer needs it—-we put some bins wher 
they got caught in this flood, which is a flood of the proportion 
which comes only once ina hundred years. 

I want to be completely frank with you about that transaction. 

Senator Arken. I want to agree with the Secretary on this. 

Senator Eastnanp. What was the value of the grain—excuse m: 

The CHarrMan. Senator Aiken / 

Senator Arken. I want to say that I agree with the Secretary that 
the record of the county supervision, the grass-roots supervision o! 
the bins has been very good. I realize that you had to take cale 
lated risks on floods and have suffered considerable loss there. | 
Sit ply wanted to know whether there had been any change of poli ’ 

There have been wrongdoings. That has been testified to befor 


ihe committee. But the general testimony has been wood as affect: 
the bins where the quantity and quality was under the supervisio 
of the county committee. 

You do not anticipate any drastic change there, any need for any 


do vou‘ 

Secretary Brannan. We have not seen any need for drastic chang: 
I think the only thing that vou could say is that if we get into a: 
other period of time when we are carrying a billion bushels of grat 
again in Commodity Credit Corporation, and also all of the large 
quantities of grain potentially coming our way, as I indicated in m) 
opening statement, that we will ask the people out there to be a little 
more than diligent. 

Senator Easttanp. What is the value of the grain in storage in 
the entire storage program ¢ 

Secretary Brannan. For the period of time we are talking about 
here now ? 

Senator Eastianp. Yes. 

Secretary Brannan. Let me give it to you in bushels first. Then 
we can convert it rapidly, I think. I might say that I will be very 
brief because I touched upon this in the opening statement. 








of 
yo 
lot 
bee 
to 


7 


: 
col 
D4 


. 


ato 
of « 
Ke 
| 1h} 
Kr 
Ne 
S 
tur! 
Ne 
Chi 
wol 
I 
thor 
Ss 
like 


Sen 


STORAGE AND PROCESSING ACTIVITIES OF CCC 1901 


In 1948 and 1950 we had our two largest programs. During that 
riod of time there were 7 billion bushels of corn harvested in the 
Dnited States and nearly 214 , billion bushels of wheat in the same 
period of time. <A total of alasost 1 billion 711 million bushels of corn 
and wheat were put under price support. 

Those were the commodities with which we had—— 

Senator Kasrnanp. Approximately, what was the value ? 

Secretary Brannan. That value would run to almost $14 billion for 
that period of time. 

Senator EasrLanp. What was the shortage? About how much? 

Secretary Brannan. The total shortages which—we have a set of 
tables on that, Senator, which we are going to put in. Let me round 
it out. 

Senator Easr.anp. Just about. 

Secretary BRANNAN. Somewhere between—somewhere in_ the 
neighborhood of something like $7,000,000 for the nonfarm storage, 
and maybe another million plus on the farm storage. 

Senator EastLanp. 7 or 8 ge from a $14 billion program ¢ 

Secretary BRANNAN. Yes, s! 

Senator Easrtanp. What was the Government’s actual loss? 

Secretary Brannan. If our experience runs as good as it is now, 
I think we will not lose more, perhaps, than a million and a quarter. 
On our conversion cases, that is the theft cases by elevator operators, 
we think that the loss can be brought down as low as $500,000. 

We have very good evidence of that, Senator, because we have col- 
lected over $2,000,000 already, and we have adequate bonds in most 
of these cases. 

Senator Easrianp. I think you have made a fine showing. Thank 
you. I think that is a remarkable Pay 

Secretary Brannan. Senator, it is a compliment, if I may say, to a 
lot of very fine people in the De hehe nt of Agriculture, who have 
been really breaking their necks over these past couple of years to try 
to do the job as best they could under a lot of difficult circumstances. 

Senator Aiken. For instance, Mr. Secretary, how much will you 
collect from the Tanner Co. in New Mexico where the shortage is 
$972,000 ¢ 

Secretary Brannan. May I just answer from recollection, Sen- 
ator? I understand the receiver has in his possession over $300,000 
of cash out of liquidation of assets. There is also a bond. If Senator 
Kem would not object, more detailed information on that point, which 
I must confess I cannot arry In my head, is available here with Elmer 
Kruse. 

Senator Kem. We can get it later. 

Senator Arken. I apologize to Senator Kem for coming in out of 
turn there. My curiosity just prompted me to ask that question. 

Senator Kem. I have no desire to monopolize the questioning, Mr. 
Chairman. I will be glad to take the laboring oar if the committee 
would like me to do it. 

The CuarrmMan. It is not a question of letting anyone do it. I 
thought it would save time to let each Senator ask questions in turn. 

Senator Kem. I have a large number of questions to ask . I would 
like to say that as I proceed I will be glad for any Senator to interrupt, 
Senator Johnston, Senator Aiken, Senator Eastland. 
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The Carman. We will proceed in that manner. Any questions 
that come to the mind of any Senator, during the course of Mr. 
Brannan’s answers, or in the case of any other witness, he may chime 
in. 

Secretary Brannan. Mr. Chairman, may I make one sentence reply 
to Senator Kem? You made a particular point when I came across 
the question of bonding—changes in the bende —that it had only been 
done since April of this year. May I just add this one sentence: We 
had existing contracts, you see, annual existing contracts, and it was not 
possible to amend them until the expiration date, therefore that part 
of it had necessarily to be delayed until the first part of this year. 

But all the rest of the things that I have been talking about were 
initiated and actually were in force and effect even before your resolu- 
tion, Senator. 

Senator Kem. Your rule as to the amount of bond, which was prior 
to April 30 of this year, as I understand it, was 5 cents per bushel, 
and was fixed when the price of grain was around 60 or 75 cents a 
bushel, was it not? 

Secretary Brannan. It has prevailed during periods of time when 
wheat went as high as $3 and came down as low as the price support. 

Senator Kem. You did not take any steps to adjust the amount of 
bond required upward as the price of grain increased ? 

Secretary Brannan. No, Senator, we did not, for this reason, sir: 
Incidentally, we explored that, having sort of a moving scale, going 
along with the price of the grain. First of all, the bonding company 
and the elevator operator would constantly be working over each 
other’s books trying to determine what the bond fee would be, and it 
made it an almost impossible physical practical arrangement. Let me 
also point out to you that none of these regulations were ever put in 
force and effect until the price-support mechanisms were authorized 
by the Congress. 

Therefore we were always shooting at the price-support level because 
that is only when the Government’s obligation began to become effec- 
tive. If wheat is $3, we are not inthe market. We are nowhere near a 
farmer on the price support. 

Senator Kem. On the bond fee, do you mean the premium on the 
bond ? 

Secretary Brannan. Yes, sir. 

Senator Kem. Why were you concerned as to that? 

Secretary Brannan. We must have a workable program. Senator, 
we could say let’s make the bond requirement a hundred percent of 
the amount of grain we have in the elevator. Then we could go to 
Congress and say that no matter what happens we would suffer no loss. 
But no elevator in the world would take your grain if you insisted 
on 100 percent bond fees. This has to be worked out with the 
trade. 

Senator Kem. Why did you have to be constantly in the books of 
the storage warehousemen in order to determine what the premium 
would be? 

Secretary Brannan. The bonding company would be. I did not 
say we would. If you had a varying basis for computation of bonds. 

Senator Kem. That was not a matter in which you were concerned ! 

Secretary Brannan. No, sir, except we were concerned in a work- 
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able arrangement. We must have a workable arrangement with bond- 
ing companies as well as with the elevator operator. 

Senator Kem. What did you think the amount of the bond should 
be in a case where no financial statement was filed by the warehouse- 
man, as in the case of the Midwest Co. at Camp Crowder ? 

Secretary Brannan. Let’s get the facts straight first, Senator. I 
think the record here is completely clear and I assume that you were 
not present the day that the gentleman testified about it from the 
Kansas City office ¢ 

Senator Kem. Yes, I was here. 

Secretary Brannan. The record is completely clear that the man 
satisfied himself on the question of financial responsibility. If I re- 
member reading it, he said he probably had one in his hands but it 
got out of his possession. Let me say this: I think we should Have a 
financial statement. I have just reread the instructions which re- 
iterate that we should have a financial statement, but I do not say to 
you that there is the degree of infallibility in the Department of Agri- 
culture or among any group of human beings on the face of this earth 
who, when handling 12,500 grain-elevator operations in a period of 
extreme emergency, might not fail to get a financial statement. 

I do not condone the absence of the financial statement in any way, 
shape, or form, although I think you recall, Senator, and I only say 
this for the benefit of some of the other folks who might not know it, 
I know that you know it, that no damage resulted as a result of the 
fact that there was no financial statement in that case. 

With the fellow next door, where we had a financial statement and 
great history of his ability to operate an elevator, we had all kinds 
of trouble. One financial statement is not the difference between 
winning and losing in this. 

Senator Kem. In the case of the Midwest Co., the testimony was 
that the company had no paid-in capital at all at the time the con- 
tract, the grain-storage contract, was made. 

Do you think that is an unusual circumstance in view of the fact 
that no financial statement was asked or required? Or is present in 
the files? 

Secretary Brannan. Let me say again that I agree with that part 
of your statement which says “not in the files.” I do not agree with 
the other part and I think the witness did disagree. 

Senator Kem. Was there any record produced here that there was 
a financial statement at any time? 

Secretary Brannan. Only the evidence of Mr. Walton, was it not? 

Mr. Kruse. That is right. 

Secretary Brannan. He said he thought he had one. Or he was 
not prepared to say that he had not had one. 

Senator Kem. He was not prepared to tell us what was contained 
in the statement. 

Secretary Brannan. No; that is right. 

Senator Kem. He was not able to recollect any of its contents. 

Secretary Brannan. Yes, sir. 

Senator Kem. He was not able to explain why he made the storage 
contract with a company that had no paid-in capital if he had a 
financial statement which disclosed that fact, was he? 

Secretary Brannan. No. 
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Senator Kem. Do you think that that was sound management to 
make a contract of that kind with a company having no capital 

Secretary Brannan. Senator, I would say that that was not the type 
of a transaction that we consider typical of the fine work of the folks 
in the Department of Agriculture. But by one criterion it was all 
right, because the Midwest people did an exceptionally fine job. They 
had a leak in one shed and damaged some grain, but otherwise except 
for normal shrinkage and spoilage they delivered back every bushel of 
grain in good condition except that which got wet, and immediate], 
under the contract we were reimbursed for the damage. 

Senator Kem. You would agree, would you not, Mr. Secretary, that 
if contracts are to be made by the Commodity Credit Corporation with 
companies having no capital stock, with no financial statement in the 
files, fhat the Government by and large would stand to lose by suc! 
transactions, would you not ¢ 

Secretary Brannan. Senator, I think you run a greater risk than I 
would be willing to see our group take. Please let me point out, sir, 
that that was not typical in any way, shape, or form, of the some 12, 
500 grain-storage contracts that we negotiated and had in force and 
effect in 1 year. 

Senator Kem. There were many factors in connection with the 
Midwest storage case that could not be said to be typical. Is that not 
true‘ 

Secretary Brannan. I think only that one. 

Senator Kem. Would you say the fact that the War Assets Admin 
istration director in Kansas City, Quirk J. Bernard, in making the 
lease, violated the provisions of the regulations which required him 
to take no action and report immediately to his superiors when there 
was any business connection between himself and.the person with 
whom he was dealing? 

Secretary Brannan. Senator, I am not an expert on the opera 
tions of any other agency of Government. I have a terrific time keep 
ing myself sufficiently advised about the Department of Agriculture 
operations. 

Senator Kem. You realize that the transaction between the War 
Assets Administration and the Commodity Credit Corporation was 
contemporaneous and that the two deals were made at the same 
time and constituted part of one transaction, do you not ? 

Secretary BRANNAN. I do not think it is at all proper to say—this is 

a matter of law, and I think you are a lawyer by background, Sena 
tor—as a matter of law I do not think that you can tie the two sit 
uations together. As a matter of fact, Senator, if here is any impli 
cation that there was any improper conduct between us and any other 
agency of government I reject that as completely unwarranted and 
untrue. 
Senator Kem. It was admitted that there is no question but what 
the Commodity Credit Corporation contract was signed contingent 
upon the lease being executed by the War Assets, and the two con- 
tracts made at the same time, and one was dependent on the other, 
wasn't it ¢ 

Secretary Brannan. That is right. We wouldn’t have done busi- 
ness with them if they had not had title to the facilities. That is clear. 

Senator Kem. And he did not have title to the facilities when you 
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opened negotiations and he acquired title to the facilities only at the 
time your contract was executed. Is that not true? 

Secretary Brannan. Senator, I suppose that was the situation. 
Remember what we said here at the beginning of this session this morn 
ing: We were in the business of trying to get grain under cover. If 
these people were willing and able to put our grain under cover and 
to work out arrangements with somebody else who owned title to thi 
property, it seemed to me that we should have encouraged them. 

If we did not, we should have encouraged them to clo it. because Wwe 
needed to put that corn and aes wheat under cover, and in safe hands, 
and the Midwest people proved to be jus st that. 

Senator Kem. As a matter of fact, was a change not made in the 
ordinary form of storage contract to the effect that it should not tak 
effect until the title to the property was acquired ¢ 

Secretary Brannan. That would be a condition precedent to doing 
business with an ivbod in the world, that he had the facility to do the 
job th: it we had asked him to do. 

Senator Kem. Does that not show that the two contracts were tied 
in, ohe with the other / 

Secretary BRANNAN. That is just words, as far as I am concerned, 
Senator. If you are implying—— 

Senator Kem. If you find two contracts made at the same time and 
one is contingent on the other, are they hot part and parcel as a hatte. 
of law and the same contract / 

Secretary Brannan. I would say as a matter of law certainly they 
are related. But any implication that there is anything wrong with 
that is the problem that I have, Senator. 

Senator Kem. Are you prepared here to justify the various steps 
that were taken in connection with the Midwest storage case ¢ 

Secretary BRANNAN. As far as We are concerned, I am. 

Senator Kem. You justify the absence of any financial statement i 
the case of a contract nade with a company having no paid-up capital 

secretary BRANNAN. l reject the absence of a financial statement 
but comment on two things already in the reco rd a doze n time s be fore 
this committee and a dozen times before two other comunitte es of the 
Congress, namely, that there may have been a financial statement and 
it Was lost out of the re ord, but that W alton sald he satished hims¢ lf 
on that point. 

Senator Kem. You agree that the Congress must concern itself with 
laying down general rules and regulations and that those rules and 
regulations, when laid down as they were in this case, should be 
phed with ¢ Do you not ¢ 

Secretary Brannan. That is right. But Senator, again I am not 
going to come before this committee and say that the Department ol 
Agriculture people are infallible. We are going to make a mistake. 
That is the reason we got a $25,000 bond in that case. 

Senator Kem. The record is clear on that, that you are not infallible. 

Secretary Brannan. Sir, the record is clear that no job of this 
magnitude was ever undertaken with as little loss and with as great 
expedition and with as great efficiency as has been done in the Depart 
ment of Agriculture. Senator, let me just make the record completely 
clear, you can leave me out of any credit whatsoever for it. It was 
a fine group of people in the Department of Agriculture who did it 
I am not asking for any kind of credit in it. 
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Senator Kem. You are usurping the province of the jury in that 
case. The jury are the American public. When these oy Fr are 
completed it will be up to the jury to say, and to weigh your per- 
formance. 

Secretary Brannan. I rest with the jury whenever you are ready 
to rest with the jury. 

Senator Kem. I do not want to rest with the jury until all the 
evidence is in. I reject any disposition to close the case before that 
has occurred. Mr. Secretary, you have laid emphasis on the fact 
that in the case of the Midwest storage contract at Camp Crowder 
there was no loss. Is it not true that in the case of the other operation 
at Camp Crowder, the V. M. Harris Grain Co., there was a loss of 
upward of $500,000? 

Secretary Brannan. The amount of the loss, Senator, I again do 
not carry inmy mind. That is the reason I asked assistants to come 
along. It is relative-—— 

Senator Kem. Mr. Secretary 

The Cuatrman. Let the witness 

Senator Kem. Let me say this to the witness: Certainly there will 
be no disposition on my part, or I think on the part of any member 
of the committee, not to have your assistants furnish you information 
as you go along. Any time that you want to call on them for infor- 
mation it is perfectly in order. I do not think it is in order for the 
committee in its questioning to jump from one witness to another. 

Secretary Brannan. I am perfectly comfortable with that. I just 
call your attention to the fact that you put me under oath and there- 
fore I do not want to make careless statements about figures which I 
don’t think any living human being expects me to carry around in 
my head. 

Senator Kem. Let me say as far as any questions that I ask you, 
it is unnecessary for me to say, entirely unnecessary to say that if 
you don’t know the answer or it is not withinjyour knowledge, I will 
try to get the answer from somewhere else. 

Secretary Brannan. We are not going to say that, Senator. 

Senator Kem. I did not ask you for the exact amount of the V. M. 
Harris loss. I asked you if it was not upward of $500,000. 

Secretary Brannan. Senator, it is less than $500,000, to the best 
of our knowledge. 

Senator Kem. It is more than $400,000, isn’t it ? 

Secretary Brannan. I think this is more than $400,000, 

The Cuamman. Do you designate that as a loss? Isn’t the matter 
pending in court and won't it be pursued? As TI understand, Mr. V. M. 
Harris furnished a bond and he also had a statement in connection 
with his application showing he was worth over half a million dollars 
in assets. 

Secretary Brannan. That is correct, Senator. 

Senator Kem. There is a shortage there to date between $400,000 
and $500,000; is that not correct ? 

Secretary Brannan. No, it is not all a shortage. It is a deteriora 
tion in the condition of the grain as well as a shortage. V. M. Harris, 
who has a long history of grain handling, nevertheless was unable to 
cope with this particular problem and some of it went out of condition. 

Senator Eastianp. Did it get wet ? 
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Secretary Brannan. It got weevils. 

The Cuamman. Mr. Secretary, may I state this: As I remember the 
record, there was a shortage in weight for the possible reason that Mr. 
Harris depend on the in-and-out shipping point weights and grades. 

Senator Kem. There was a large chectene in addition to the de- 
terioration ¢ 

The Cuarrman. That is right. That is what the record shows. 

Secretary Brannan. But there is no evidence, Senator 

Senator Kem. The experience that you had in the V. M. Harris case 
shows the necessity of your not doing exactly what you did in the 
Midwest case, namely, make a contract with a company of no finan- 
cial responsibility, without requiring a financial responsibility, with- 
out requiring a financial statement or without requiring an adequate 
bond. 

Secretary Brannan. Wait a minute, Senator. That last statement 
is completely incorrect and untrue. We had a $225,000 bond in the 
Midwest case. 

Senator Kem. That was based on 5 cents a bushel. You own wit- 
ness testified, Mr. Hall, that in his judgment that bond was entirely 
inadequate in view of the size of the operation. 

Secretary Brannan. Of course, Senator—— 

Senator Kem. Isn’t the loss in the V. M. Harris case full proof of 
that, because if you had had the kind of a loss in the Harris case—I 
mean in the Midwest case that you had in the Harris case, your bond 
would have been inadequate, and the company would have been 
financially irresponsible and unable to respond to any further claim. 

Secretary Brannan. Senator, there are so many speculative ele- 
ments to that question I don’t think you ought to ask a man under 
oath to even attempt to answer. You are calling for a pure opinion 
on a whole series of speculations. 

Senator Kem. I am asking your opinion, Mr. Secretary. Doesn’t 
your opinion in the Harris case indicate the danger of doing what you 
did in the Midwest case ? 

Secretary Brannan. We did the same thing in the Harris case as we 
did in the Midwest case. The same rules and regulations prevailed. 
I think a more direct question and a more direct answer is, Doesn’t 
the experience in the Harris case indicate that you are to do what you 
did in the Harris case ¢ : 

Senator Kem. Would you permit me to suggest that the rules and 
regulations were the same in both cases. 

Secretary Brannan. That is right. 

Senator Kem. But you did not follow them in the Midwest case. 

Secretary Brannan. We have a potential but not an actual loss in 
the Harris case where we followed the letter of the law, and lost noth- 
ing in the Midwest case where there was one tiny defect, namely, there 
wasn’t a financial statement in the record. 

Senator Kem. Would you characterize making a contract involving 
millions of dollars, with the company having no paid-in capital, with- 
out having a financial statement from that company, as a tiny defect ? 

Secretary Brannan. Senator, if you add the rest of the story. to 
wit, that we did know that they were very capable grain people, that 
they were individually quite responsible, that they did put up a bond 
of $200,000. 
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Senator Easrtanp. Was Midwest a corporation or partnership? 

Senator Kem. A corporation without any paid-in capital at th 
time the contract was made. You say very capable grain people 
Isn't it in evidence that no member, no stockholder of the Midwesi 
Co. had had any actual experience in the storage of grain with the 
exception of John Stark? 

Secretary Brannan. Just a moment. We will get our names her 
again. Mr. John Stark was described to us as the man from the 
Kansas City area who had the greatest experience in handling grai 
under difficulty. 

Senator Kem. You spoke of grain men—that the members of this 
group were eran meh of long experience. Do you consider that a 
correct statement 

Secretary Brannan. It is my understanding. Senator, that Jol 
Stark was a man of great experience in the handling of grain, and 
the Midwest case served to fortify that reputation. 

Senator Kem. Was not one of the members and principal owners 
Mr. Dan M. Nee, a lawyer and former collector of internal revenue fo: 
the western district of Missouri / 

Secretary Brannan. Iam not prepared on that point. 

Senator Kem. Was not another member of the group Harry Easley, 
who has been an officeholder on many occasions and has been on his 
own admission very active in polities in that part of the State ¢ 

Secretary Brannan. Senator, are we implying that either of thes 
men are dishonest men, or bear bad reputations in their communities ? 

Senator Kem. You are the only one that suggested that. I haven't 
suggested it. I have suggested that they are not experienced grail 
men. The record is adequate on that. 

Secretary BRANNAN. In these days of labor shortage and inexpe 
rience, is not one good eraihn man enough to an elevator / 

Senator Kem. 1 would not say one good grain man. 

Secretary Brannan. This case proved that it was. 

Senator Kem. I would not say that one good grain man was a group 
of grain men of long experience as you said. I think that, if you 
for my opinion, if you were examining me, I would say that you 
experience in Camp Crowder in the two cases of the V. M. Harris 
Grain Co., and the Midwest Storage Co., indicated the necessity ot 
hew ing to the line, of enforcing the revulations, and that your expel 
ience there has resulted on balance in a large loss to the Government, 
which it isdoubtful it will ever be able to recover. 

The Crarman. Senator, you will admit, though, that the record 
shows that line was hewed to in the case of V. M. Harris. 

Senator Kem. Yes. 

The CHatrmMan. Everything was done that the rules and regula 
tions suggested, and yet that is where the loss was. 

Senator Kem, I cannot agree to that. Mr. Harris came in here 
and testified that one of the representatives from the Commodity 
Credit Corporation came to his hotel room and negotiated a renewal! 
of the contract with him, and declined to do so unless he was cut in 
on a portion of the profits, because he could only get the contract on 
that condition that he agreed to it. 

That testimony was confirmed and corroborated by his son. 

The Cuatrman. I disagree to that. 


cure 
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Senator Kem. And circumstantially by his daughter-in-law. 

The CuarrmMan. I disagree to that. 

Senator Kem. The record will show. 

The Cuarrman. The record will speak for itself. 

Senator Easrianp. It is said that the rules and regulations were 
hewed to the line in the Harris case. Were those rules and regula- 
tions the same as you find in the grain trade? 

Secretary Brannan. To the extent of the bond requirements they 
were more severe, Senator. 

Senator Kem. Do you mean to say that you consider 5 cents a bushel 
as adequate bond ? 

Secretary Brannan. I think that some of the experience in the 
grain trade was 3 cents. 

Senator Kem. If you consider that amount adequate, why have you 
increased it, as you testified to here today ¢ 

Secretary Brannan. Because, Senator, there is apparently—and I 
am willing to accept it—a feeling where the Federal Government is 
a party to these kinds or any kinds of contracts, that then the degree 
of protection must even be greater than in the normal channels of 
trade. I find myself having some difficulty with that principle but I 
think it is a sound one, and I think it is generally met by people in 
Government. 

The Cuarman. Mr. Secretary, to what extent will this change in 
the bond increase the cost of the operation to the farmer, by Com- 
modity Credit? Have you gone into that ? 

Secretary Brannan. It won’t increase the cost to the farmer so 
much as it will to the consumer because the cost of the bond will be 
added on to the grain. The farmer will get his price support. 

Senator Kem. If the larger bond prevents losses occurring such as 
you have had in the case of the V. M. Harris Co., won’t the consumer 
and the Government and everyone concerned gain in the end? 

Secretary Brannan. I don’t understand that question, Senator. 

Senator Kem. If increasing the bond obviates losses of which the 
loss in the case of the V. M. Harris Co. is typical, will not the higher 
bond requirement work to the advantage of the consumer and to the 
Government, and everybody concerned ? 

Secretary Brannan. If we had not believed so, Senator, we would 
not have installed it. 

Senator A1rken. How does the increased bond affect the price to the 
consumer on wheat, where a large part 7 the surplus is sold at a dis- 
count in the foreign market anyway? I do not see how it would af- 
fect the consumers’ price. It might the taxpayers’ price a little bit. 

Secretary Brannan. It is an infinitesimal amount we are talking 
about inanyevent. Let me tell you my process of reasoning. 

Senator Kem. What is an infinitesimal amount ? 

Secretary Brannan. In terms of the total additional amount added 
on to the cost of a $14 billion operation, it is a small amount. 

Senator Kem. Exact ly. 

Secretary Brannan. That is the bond fee that I am talking about. 
[I am not talking about losses or anything else. Senator, when we 
come into operation in connection with grain, principally when grain 
moves into the area of price support, therefore we ought to take our 
reckonings as far as we are concerned from 90 percent of parity, what- 
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ever that figure is transposed into dollars and cents. You will recall 
that we give a loan at 90 percent of parity. But if we want to sell 
that grain back into the normal channels of trade—this is outside of 
the wheat agreement procedure that I am talking about—the statute 
requires us to get our costs plus our carrying charges, plus 5 percent. 

Therefore, in that cost somewhere to us will be the storage charges, 
and the storage charges will certainly, over a period of time, reflect 
any substantial increase in bonding fee. That is my process of reason 
ing. Whether it is right or wrong, that is where it seems to me it comes 
out. 

Senator Arken. When a large part of the surplus is sold in the 
foreign markets, as happened to wheat and beans, I do not see how 
it will affect the American consumer. It is obvious you couldn’t sell 
that anyway on the American market, even at present prices. Cer 
tainly if it was a tenth of a cent a bushel more you could not sell it any 
quicker. 

I am not going to carry the point any further. I suppose you could 
take a pencil and paper and figure it out that a dozen different groups 
of people would bear that insurance. 

The Cuarmman. In the case of foreign sales, instead of affecting 
the local consumer, it would probably affect the Treasury, in that it 
would make the cost of handling that grain higher. 

Senator Arken. I do not want to lead the consumer to think she 
would be paying a higher price. 

Senator Kem. That was testified to that the increase would be 
infinitesimal. I think that is an adequate description. 

Senator Ture. Might I ask a couple of questions relative to the 
statement the Secretary made, before Senator Kem pursues his ques 
tioning of the Secretary ? 

The CuHarmman. Proceed. 

Senator Ture. There were storage facilities disposed of by the 
Commodity Credit in the late 1940’s, were there not? 

Secretary Brannan. Senator, yes, some facilities which were so 
obsolete that the cost of repairing them was not economically justified, 
were sold. That describes the largest group of grain bins that were 
disposed of. Remember in that period of time, the grain bins were 
wooden, and the maintenance on them was excessively high. 

Senator Ture. Do you mean, Mr. Secretary, that you had no steel! 
bins? 

Secretary Brannan. Of the steel bins, we sold a very, very few. 
They will fall into the second category. You will recall that under 
the charter there was a period of time in which we could not acquire 
additional land. Therefore, assuming we had a series of bins placed 
on a leased property here 

Senator Ture. What year was that provision in the charter 
imposed ¢ . 

Secretary Brannan. It was in the new charter granted under the 
Federal statute as distinguished from the old charter which was 
granted by the State of Delaware. 

Senator Toye. What year? 

Secretary Brannan. 1948. 

Senator Ture. In 1948 you could not acquire real estate. When 
did you commence selling storage bins? 
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Secretary Brannan. The obsolete bins were being sold all along. 

Senator Ture. Are you willing to state that you sold nothing but 
obsolete bins? 

Secretary Brannan. No, sir. I am explaining to you the other 
types of bins that were sold. The other bins were sold under these 
conditions: Whenever for any reason we may have lost the lease 
on the property on which the bin was located—when the lease expired 
we either removed our property to another site—let us leave the law 
out of if for a minute, maybe we could not acquire another site within 
a reasonable distance—and therefore pursuant and consistent with 
the policy of encouraging farmers to obtain storage, some of these 
bins were sold to farmers. 

Senator Ture. What was the date and month and the year of the 
last sale of storage bins that you made? 

Secretary Brannan. I should have to supply that for the record. 

Senator Arkxen. Mr. Secretary, there was no restriction on the 
acquisition and sale of storage bins anyway at that time. 

Secretary Brannan. Of land. 

Senator Arken. There was? You could not acquire real estate. 
Maybe I ought to make that clear here, that for the purpose of the 
law was to transfer as far as possible the storage to the farmer and 
therefor the law permitted the Commodity Credit to acquire and 
resell to the farmer storage bins without restriction, or to furnish 
them, to rent them. 

I might read it: 

The powers conferred by section 4 (m) include the power to, in any manner, 
acquire, hold, and dispose of personal property or any interest therein, as the 
Corporation deems necessary to the conduct of its business. 

The purpose of that provision was to permit the Commodity 
Credit Corporation to supply the farm men with unlimited—to put 
no restrictions whatsoever on the sale or rental of bins to the farmer 
who would be responsible for the contents of the bins if they happen 
to be on loan. No restrictions whatsoever. There were restrictions 
on the acquisition of land. It was prohibited. I was notin favor of 
it at the time, as the Secretary and Mr. Kruse or Mr. Geissler may 
recall. 

Secretary Brannan. I recall that. 

Senator Arken. We could not do anything about that. We did get 
the provision which permitted unrestricted acquisition and sale of 
bins to the farmers themselves or to groups of farmers. 

Senator Taye. Mr. Chairman. 

The CuHatrrman. Senator Thye. 

Senator Ture. For the record, if we may have information from 
the Secretary as to the number of bins, that is, total in bushels capacity, 
and what was the last date of the sale of the storage facilities that 
had been owned by Commodity, I think that would be very im- 
portant. 

The Cuatrman. Might it not be advisable simply to obtain a list 
of the number sold and the locality and the capacity of those sold ? 

Senator Ture. And the dates that they were sold. 

Senator ArkeN. There was nothing improper in the sale of the bins. 
_ The Cuarrman. I do not think Senator Thye takes that position. 
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Senator Ture. I do not take that position, Mr. Chairman. The 
only reason that I ask that question is with reference to the statement 
that the Secretary made when he first appeared before this committee 
on this date. It is to find out the dates, and the capacity of the storage 
facilities that were sold. 

I want to find out when the last sale was made, what year, what 
month. 

The Cuarrman. That will be furnished, as I understand. 

Secretary Brannan. We will furnish it. I would like to say two 
things about it: First of all, those facts in great detail, have been 
presented to this committee at least on one occasion previously, and 
have been presented to at least two other committees of the Congress. 
They are now available and we will just lift them and put them in 
the record. Plus this: If some of these binds have been hurt out 
here in the flood area, to the extent where we do not think it justifies 
our rebuilding them, we may sell bins tomorrow. 

Senator Ture. That is not the question, Mr. Secretary. The ques- 
tion relates to the surplus storage facilities th: at you were disposing 
of in 1948 and when you made the last sale. 

Secretary Brannan. All right, sir. We will supply it 

Senator Tiryr. They were not obsolete bins. 

Secretary Brannan. I did not say they were. 

Senator Taye. You who are familiar with the countryside of the 
various States know that some of those bins were far from obsolete. 

Secretary Brannan. I gave you the second group of cases in which 
we disposed of bins. 

Senator Ture. In view of your statement here, it would be well that 
your statement show when you transacted the last disposal sale, the 
d: ate and the vear. 

Secretary Brannan. And may I just make this further comment : 
Whatever the volume of those total bins, the obsolete ones and the 
good ones, they were nowhere near equal to meeting the tremendous 
job which lay ahead of us in 1948 and 1949, of which nobody knew 
then, and I assume even if we had known it we probably would have 
sold the obsolete bins. 

I do not know what we would have done with the bins that we had 
to take off the land. Where would we have put them, Senator? 

Senator Tuye. That, of course, would require a detailed investi- 
gation. 

Secretary Brannan. Senator Aiken just explained it to us. 

Senator Tiryr. Mr. Secretary, may I finish my remark, please ¢ 

Secretary Brannan. I am sorry. 

Senator Tuyr. We would have to proceed with a very extensive 
investigation if we were going to examine every item, every sale 
to determine whether there was a question of a renewal of a lease or 
not. There were storage bins sold in the mid-forties. TI think from 
a standpoint of your own statement here that it would be well if the 
record showed the sales that were made of storage facilities that were 
in the hands of the Commodity Credit Corporation, and just when 
the last sale took pl ice. I was on the conference committee to which 
Senator Aiken has referred, and I recall distinctly the members of 
the Commodity Credit Corporation who appeared before the con- 
ference committee that day gave us the assurance that they would 
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not be handicapped by the provision that was then before the com- 
mittee as to the restrictive measure on acquisition of land by the 
Commodity Credit Corporation. 

The Cuairman. Senator Kem? Do you desire to proceed ? 

Secretary Brannan. May I say one thing more to round out the 
facts? Remember, when the grain bin is sold, that does not neces- 
sarily decrease the total grain storage capacity of the country because 
we sold them to farmers who used them for grain storage on the farm. 
So you see we have not reduced the capacity. Even those sales did 
not reduce the capacity greatly, except the obsolete ones made of wood, 
which sometimes found themselves made into other kinds of things. 

Senator Ture. That is true. However, if you offered a storage bin 
at a sacrifice price to the Commodity Credit, and if the purchaser 
purchased that bin, it would just avoid the building of storage facili- 
ties on the part of the producer who acquired the bin at the time. 

The producer would either have built a bin or purchased a bin, if it 
was a portable bin that he was seeking, or he bought from you, the 
Commodity Credit and the Department of Agriculture. The point 

s just this, in my mind: You have made a statement that you did 
not have storage facilities, and that you were denied the right to 
process or acquire storage facilities. : 

If you were selling storage facilities at the same time that you 
charge the act denied you the right to obtain storage facilities, that 
opens up an entirely different set of facts. 

(For schedule referred to see exhibit 90. ) 

The Cuarrman. All right, Senator Kem. 

Senator Kem. Mr. Secretary, do you contend here that the opera- 
tions of the Commodity Credit Corporation at Camp Crowder were 
properly carried out ? 

Secretary Brannan. I do not know of any case before the Con- 
gress Which has had more discussion of it. I know of no irregularity 

n either of the two proceedings. As far as my memory serves me 
I have heard of no irregularity except the absence of the financial 
statement in the Midwest case. 

Senator Kem. Mr. Secretary, has your memory not played you a 
trick in connection with the overpayment of $80,000 to V. M. Harris 
Grain Co. after, according to the hand-out that has been distributed 
in the committee room, it became reasonably apparent that the Gov- 
ernment would have a claim against the company ? 

Secretary Brannan. Now we are talking about a different phase 
of the case. 

Senator Kem. No. I am talking about the Camp Crowder opera- 
tion. I am asking you if your memory did not play you a trick. 

Secretary Brannan. No. I gave you the statement that you just 
read from. So you are not bringing anything new to me, Senator. 

Senator Kem. We gave it to you in the investigations of this com- 
mittee, too. 

Secretary Brannan. Oh, no; you did not. 

Senator Kem. We disclosed it. 

Secretary Brannan. Oh, no; you did not. The House committee 
went through it from stem to stern months before you got on this 
business. 

Senator Kem. At least I did not know about their investigation. 


20554—52—pt. 2———-49 
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Secretary Brannan. We distributed it. 

Senator Kem. It is certainly an irregularity, would you not agree / 

Secretary BRANNAN. I am for clarity. Let us get ourselves straight 
on how and when this was disclosed. 

We gave it to the General Accounting Office. 

Senator Kem. That is not of any importance, who disclosed it. 1 
question was, did the irregularity exist ? 

Secretary Brannan. Certainly, as I say in the statement, one of 
these fellows ignored, overlooked, whatever happend to him, he failed 
to heed a stop-order against the payments to V. M. Harris, subject 
the determination of Harris’ liability to the Government. We hav 
thoroughly investigated that case and that man going into every aspect 
of his conduct for many months prior to that. We are convinced that 
it Was a pure oversight on the fellow’s part. 

Again I say, we could be wrong about that. He was suspende: 
immediately upon the determination of it and a thorough investig 
tion was undertaken. I think that the GAO people have gone ove: 
him with a fine-tooth comb. I am not sure but what maybe yor 
people have gone over him with a fine-tooth comb. 

Sure, Senator, again l Say we are not completely fallible. An 


take was made in that case. 

Senator Kem. What action, disciplinary or otherwise, has be: 
taken in the case of the making of the contract with Midwest C: 
without a financial statement appearing in the files? 

Secretary Brannan. None, sir. I swear to you there is a capable 
fellow; if we released him tomorrow, somebody would have him in 
big hurry. The private grain trade has already hired Mr. Walton, 


who was the director of the office at that time. 

Senator Aiken. The Secretary states that the man responsible for 
making that payment of $80,000 was suspended. As a matter of fact 
he was not suspended until this committee started digging into the 
case, was he? And it was brought out here ¢ 

Secretary Brannan. I do not associate the dates correctly. He was 
suspended as soon as the matter came to our attention. I do not know 
whet her—— 

Senator Kem. Did you say he was suspended before this committee 
ever got into it? 

Secretary Brannan. Maybe we will have to check our facts on 
this. 

Senator Kem. Were you not just assuring me that it was not this 
committee that brought that case out, but that it was known to the 
Department before and it was brought out by the House committee / 

Secretary BRANNAN. Senator, we will just have to stop and get our 
dates, our chronology straight. 

Senator Kem. Would it not have been well if you had done that 
before you made that categorical statement under oath ! 

Secretary Brannan. I believe what I said to be true. I may be 
mistaken about it. Let me say this to you: We are putting on the 
table all of the facts. We are putting them all on one sheet on one 
subject all at the same time. We must stop here once in awhile and 
relate ourselves to the facts. 

Senator Kem. That is right. I think a word of caution might be i: 
order, that you be sure that the statement is correct before you make 
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it. If you do not know, just say so and we will be entirely sym- 
pathetic to your position. 

You referred, Mr. Secretary, in your testimony here rather dis- 
paragingly to the fact that I have not been present at all of the 
sessions of this committee. I would like to say in explanation that I 
im a member of another important committee in the Congress, that | 
have given all of the nervous and physical energy that I have to 
my job, and I have been here whenever it has been possible for me 
to do so. 

I have also spent many evenings reading the record in the case. In 
that connectlon—— 

Secretary BRANNAN. Senator, let me say that I am not casting any 
aspersions and have not at all. I was aware that you had not at- 
tended many of the hearmgs and that therefore vou were not aware 
of some of the things about which you were inquiring which were 
ilready in the record several times. 

Senator Kem. Since you have been good enough to interest yourself 
n how I spend my time and why I am not here, | would like to 
sk you some questions about how you spend your time. How much 
time do you give to political activity ¢ 

Secretary Brannan. Do you wish me to answer, Mr. Chairman? | 
m prepared to. 

Phe CHAIRMAN. Suit yourself. Go on and do it. It Is time con- 
suming. It has nothing to do with the case. If vou want to get head 

on vo: hea nd on is: 'lmght. That the only pur 
pose of the question and the answer. Nothing else. 

Senator Kem. Mr. Chairman, I object to that statement. I am not 

we one to start that. The secretary has referred to mv presence and 

1\ absence and it seems to me that it is perfectly in order for me 
to —— 
The Cuarrman. We do not—— 

Senator Kem. Do me the courtesy to allow me to finish my state- 
ment. 

The CHarmman. Proceed, Senator. I am sorry. 

Senator Kem. It is perfectly in order for me to inquire when he is 
before this committee as a witness, as to how he spends his time, and 
to give him an opportunity to account for his absence from his desk at 
the Department. 

The Cuarrman. The Senator takes the position that because the 
Secretary has asked him a question along the same line, that he should 
retaliate. I do not think it is within the province of this committee to 
have a contest between the Senator from Missouri and the Secretary 
of Agriculture as to where they are and what they do. Let us get 
to the facts of this case and forget about that. 

Senator Kem. I might say, if the chairman reprimanded the Secre- 
tary when he engaged in that, I did not catch it. 

The Cuatrman. I did not hear it. I did not understand it. I did 
not know about it until the Senator brought it to my attention. 

Senator Kem. The record will show what was said; not one time, 
but more than once. 

Secretary Brannan. I have no desire not to answer. In my opin- 
on, the best politics that any man can do is a good job. By that defi 
nition I am working at my politics every day of my life and every hour 
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that I am awake because we are trying to do the best job we know how 
in the Department of Agriculture; if that is politics, so be it. 

Senator Kem. Do you consider it part of your job to engage in polit- 
ical activity, disseminating your own social al economic ideas 

Secretary Brannan. I must ask you to refer me to an occasion 
which you bring within that definition, sir. 

Senator Kem. I would like to ask you how much time you have 
spent since you have been Secretary in promoting what is known as 
the Brannan plan? 

Secretary Brannan. Senator, you know very well that I have not 
spent one moment promoting the Brannan plan; that I did not create 
the Brannan plan; that it was created by Allan Kline as a means of 
attacking me; and all that has ever been done on my part with respect 
to the Brannan plan is to answer questions about it whenever questions 
occurred. 

People have invited me to come and explain “what is this business 
that Kline launched against you,” and I have gone and I have tried 
to explain that, in my opinion—and this is still my opinion, sir—ow 
price-support programs will not be adequate until we have found a 
device which will permit us to extend adequate supports to the perish- 
able commodities. Whether you do it by the production-payment 
device or not, I have no interest whatsoever. It was the best idea that 
we could develop at the time. 

I have never promoted it as the thing which must be done. I have 
only stated, at the request of this committee and the House committee, 
that this was the best suggesion I had. I have never tried to promote 
it at any time, any place. 

Senator Kem. Did you not recommend its adoption on the occasion 
of your appearance before a joint committee of the Senate and the 
House in the House Office Building? 

Secretary Brannan. Senator, let us go back to that occasion. Let 
us remind ourselves now what took place there. The Congress was 
disturbed about this problem of perishables. This committee has been 
disturbed about this problem of perishables. Senator Aiken has 
spoken on the question of a device for perishables many times. 

You folks asked me to come and appear before a joint meeting 
to give my recommendation, and recommendations were all they were. 

Senator Kem. You recommended the adoption of the Brannan plan, 
did you not? 

Secretary Brannan. I recommended this: I said that we must find 
a device for supporting perishable commodities such as hogs and eggs 
and many of the others. 

Senator Anprrson. Did the testimony relate only to perishables? 

Secretary Brannan. It related to the whole farm program, Senator 
Anderson. 

Senator Anperson. It related to basics and storables just as muc! 
as perishables ? 

Secretary Brannan. Yes. Thank you sir. But the point was that 
the subject of a device for supporting perishables was included in our 
recommendations and we did not give it a name, we did not do more 
than suggest it. 

But the next day Mr. Kline called it a lot of names and called me a 
lot of names, called that suggestion the Brannan plan, and went out 
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and spent many hundreds of thousands of dollars in an attack on me 
and the Department. 

To this day I am not insisting that anybody adopt the Brannan plan. 

Senator Kem. How much time, between your dramatic appearance 
before the joint committees of the Congress on the occasions to which 
you refer, have you spent in propaganda for that plan in various parts 
of the United States? 

Secretary Brannan. Not 1 minute, sir. I have been answering 
questions when people have invited me to talk about it. I have dis- 
cussed it many times before this committee. 

Senator Kem. How would you describe it? 

The Cuatrman. I wonder if we could not get back to this case, 
Senator Kem. We are getting far afield. We are getting nowhere 
with this. Please, let us try to confine ourselves. 

Senator Kem. I think we are making quite a little progress, Mr. 
Chairman. 

The Cuarrmman. Certainly, for headlines. I think so too. But I do 
not think it is pertinent to the issues involved here. Let us try to 
restrict our questions and answers to the subject matter before us. 

Senator Kem. Wait a minute. 

The Cuarrman. Let us proceed along that line. 

Senator Kem. I think this hearing is predicated on a resolution that 
was introduced by a number of Senators for whom I acted on Septem- 
ber 17, 1951. 

The CuarkmMan. Let us see what we finally adopted. 

Senator Kem. Let us see what the resolution is: 

Section 1, that the Committee on Agriculture and Forestry, or any duly author- 
ized subcommittee thereof, is authorized and directed to make a full and com 
plete study of all activities of officers and employees of the Department of Agri- 
culture which may tend to discredit or lessen public confidence in the Depart 
ment of Agriculture or any of its agencies, and, in particulur, to make a fuil 
and complete study of the administration of price-support funds with a view to 
determining the extent to which officers or employees of the Department of 
Agriculture have misused such funds or have profited or have permitted others 
to profit illegally or improperly by the manner in which such funds have been 
administered. 

The committee shall report its findings together with its recommendations for 
such legislation as it may deem advisable to the Senate not later than September 
1, 1952. 

The Cuatmrman. That is a resolution the Senator is reading from 
that was originally introduced by him. 

Senator Kem. That is right. 

The Cuarrman. That is why I believe the Secretary was justified 
in calling it more or less a fishing expedition. The Senator well un- 
derstands that thereafter when this committee considered the matter 
we restricted our resolution to the Commodity Credit Corporation’s 
processing and storage activities, and mineral rights activities of em- 
ployees of the St. Louis Land Bank. We changed it all together, 
Senator. 

Senator Kem. The Senator will agree with me that if it was a fishing 
expedition, a good many fish have been caught. 

The Cuatrman. No: I would not say that. The Senator knows 
that I am correct in saying what I just recalled to him. 

Senator Kem. And some pretty big fish. 

The Cuatrman. Leave the Senate to judge. 
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Senator Kem. Let the public judge. 

The Cuairman. Of course, let the public judge. I think they are 
good judges. 

Senator Kem. Let the record show. 

Senator Anperson. May I ask what the program is? 

The Cuarrman. We will recess in 15 minutes, I hope, and reco: 
vene at 2. 

Senator Anperson. Will there be any vote taken on whether t]y 
investigation is to go on or terminate ? 

The Coarmman. No, indeed. Whenever that time comes, Senator, 
each Senator on this committee will be notified as to what will take 
place, or what will be discussed. I can assure you of that. 

Senator Anperson. I just want to make certain. [ did not see 
anything in the notice. I understood there was an announceme 
that the hearing was to terminate as of today. 

The Cuainman. No, sir. I stated last week, as well as this mon 
ing, that as soon as we complete the hearings, insofar as these thie 
witnesses are concerned, that we would go into executive session and 
get a report from our chief investigator and, if necessary, bring in the 
GAO in order to determine whether or not there are any other cases 
that need to be investigated publicly. 

Senator Anperson. Thank you. 

The Carman. Senator Kem, you may proceed. 

Senator Kem. In that connection, Mr. ein the Washingto: 


Evening Star, in a story by James E. Roper on April 8, quotes y 
as saying that “there have been many investigations of the Agricul 
ture Department, which just make the Department look better a 


better.” 

Is that your feeling still ¢ 

Secretary Brannan. That is my deep conviction. 

Senator Kem. You think that the various revelations of graft, cor 
ruption, mismanagement that have been brought out in this record stil 
make the Department look better and better ? 

Secretary Brannan. Yes, Senator, I sincerely do. And I am not 
being facetious about it at all. It makes us certainly look a grea 
deal better than the banking industry, which has had a much greater 
loss experience than we have had, much greater loss. 

That is all in the record. I do not want to bring anybody els 
into this thing in any way, shape, or form. Some of the big indus 
tries of this country have as much as a 2-percent annual loss exper 
ence from embezzlement. theft. and so on, and so forth, and here \ 
are talking about a fraction of 1 percent. 

Senator Kem. We will get to those figures about what the probabl 
loss is later. I would like to say that, as one member of the commit 
tee, I do not agree to the figures that you presented. 

Secretary Brannan. We will never know until the cases ar 
finished, of course. 

Senator Kem. Discussing your political activities, did you discuss 
with the President of the United States the disclosures brought out 
by this committee prior to his recent public address in which !. 
referred to them ? 

Secretary Brannan. No, sir. 

Senator Kem. Do you know where he got his information ? 
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Secretary Brannan. No, sir. I would assume that he would get it 
from material available in the Department of Agriculture. 

Senator Kem. You did not cooperate with him / 

Secretary Brannan. I will cooperate with him and do in every- 
thing. 

Senator Kem. I mean in that connection. Do you agree with the 
statements that he made on that occasion ¢ 

Secretary Brannan. I do sir. I do not remember them all but 
I do, sir. 

The Cuarrman. I believe that might be referred to as loyalty in 
the superlative degree. Inever read the statements. 

Senator Kem. You might call it that. I dare say that is further 
than the chairman would be willing to go. 

Mr. Brannan, let use get down to brass tacks a little bit. 

Secretary Brannan. That surely suits me. 

Senator Kem. Perhaps if you will refrain on any reflections on 
members of the committee as we proceed, we might be less inclined to 
ask you questions of the nature that I just put to you. 

Is it true, as has been testified by Mr. Duggan, of the PMA Office 
of Compliance and Investigation, that between January 1, 1951, and 
April 30, 1952, there were 55 shortages or conversion cases referred 
to the Dallas office: 54 to the Chicago office: 7 to the Atlanta office: 
7 to the New York office; and 6 to the San Francisco office, or a total 
of 129 cases to these offices ? 

Secretary Brannan. Senator, I would like to answer that by putting 
into the record the facts with respect to them as I understand them to 
be, as they have been prepared by our staff, and have been submitted 
to me. 

Senator Kem. Will you do that and put them in the record / 

Secretary Brannan. Yes. I think we can supply you with copies 
of this information, Senator. 

(See exhibits 66 and 79.) 

The Cuarrman. Do you wish to discuss any phase of it ¢ 

Secretary BRANNAN. Yes. 

I would like to point out, Mr. Chairman, that it is my understand- 
ing that the committee asked us for a table of the grain-conversion 
eases of the last 5 years, and to adjust them in some manner which 
Mr. Cotter and Mr. Underhill, of our office, might agree upon. 

[ am not prepared to say that Mr. Cotter has agreed to it or speak 
for Mr. Cotter in any fashion. He will speak for himself about 
that. The shortage cases referred to the Department of Justice over 
this period of time add up to 43, for a total value of $5,339,865. 

Senator Aiken. How many were settled, Mr. Secretary, under the 
delegation of authority in the Justice Department to screen these 
conversion cases ¢ 

I notice that this only relates to those that were referred to Justice. 

Secretary Brannan. There are some other tables coming Senator. 
There are 43 grain cases, 29 of these now involve court action, and 14 of 
them have vet to be acted upon. There were five cases involving dry 
edible beans which involved a sum of $1,315,000, and of those, four 
are in court and the civil claims of one was settled. 

That is a partial reply to your question, Senator Aiken. In pea- 
nut cases, six cases for $12,533.11. One of them involves court action 
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and five of them are in the Department of Justice awaiting cour 
proceedings. 

There were 14 flaxseed cases which we discussed at great lengt| 
when Senator Mundt was here and two of them have been involy; 
in court action. I think criminal indictments were obtained in two. 
and 12 have not yet been disposed of by the Department of Justic. 
as far as we know formally, although I think some of them ha 
been presented to the grand juries and rejected by grand juries. 

I point out in connection with the flaxseed cases that we have p 
no amounts in there because the flaxseed cases have long been sett 
for not only the amount of the conversion at the time of the cony: 
sion, but the amount of the highest price between then and the time 
the settlement, plus the differential in value of the quality of the | 

Senator Arken. How long ago was it settled? The flaxseed cases 

Secretary Brannan. It has been more than a year, Senator. I \ 
fix the date permanently and specifically. 

Senator Arken. Could you explain why the cases were not referr 
to Justice until after a year’s delay ¢ 

Secretary Brannan. The cases were referred to Justice, Senato: 
Aiken, as rapidly as they could be prepared in a condition for bringing 
criminal proceedings. 

Senator Arken. That takes about a year? 

Secretary BrRanNAN. It does not take about a year and it has not 
taken a year in many of these cases. I read into the record in the 
House proceedings a step-by-step report in the bean cases and thos 
records are available. 

If I can summarize them without appearing to represent the precis 
facts I think you will find, Senator, that those cases found their wa 
into the Department of Justice hands in very prompt order, in muc! 
less than a year, in a very few months, and as a matter of fact, ver) 
fine cooperation between the two departments has accompanied ai! 
of it. 

Senator Arken. I asked the question because as I recall it, last 
Wednesday the testimony was that these cases were referred to Justic: 
most of them, in March of this year, around the 17th or 18th of Mar 

Secretary Brannan. If that is correet—— 

Senator ArkEen. I wonder how they get them practically all read 
at the same time to refer them to Justice. 

Secretary Brannan. There is a very simple answer to that, Senat 
We pulled people off of other kinds of jobs—on our auditing staff 
and put them to work on the auditing work that was necessary to get 
the cases in shape for the Department of Justice to handle. 

Remember you do not convict a man by proving simply that he too! 
the grain. You must show that he took the grain willfully, and v 
must go into a considerable amount of proof to show the willfulnes: 
and the title and all the rest of the things. We have gone into great 
detail in getting these ready for these convictions. 

Senator Arken. I was talking about the flaxseed cases, Mr. Secre- 
tary, where there was apparently a lapse of about a year after sett! 
ment was made before they were referred to Justice, and then you 
referred the whole bunch in the month of March of this year. 

I was wondering, did you intend all the time to refer those to Justice 
but just hadn’t gotten around to it? Or did you think that you would 
exercise the delegation of authority conferred upon you by the Atto1 
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ney General and thought so long as a settlement had been obtained 
there was no need to refer them to Justice ? 

Secretary Brannan. For a precise answer 

Senator Arken. I am speaking of flax. 

Secretary Brannan. I understand. For a precise answer I think 
I would have to ask the judge to refresh my memory as to what kind 
of information about the flax cases we gave the Attorney General. 

Mr. Hunrrer. There were 14 flaxseed cases, 4 in North Dakota, 4 
in South Dakota, and 6 in Minnesota, all of the same kind, for prac- 
tical purposes. A settlement, a good settlement, as the Secretary has 
stated, was made in each of those cases. We continued to do business 
with some of them after they had changed their management. Our 
office looked at those cases very carefully. We happened to know 
the law from South Dakota under which these men, in private storage, 
had done exactly what they did as to our flaxseed without having 
committed a crime under the State law. 

Senator Kem. Mr. Chairman, I think it was understood that if we 
were going to examine any other witnesses we would do so in order. 

If the Secret ary wants Judge Hunter to give him any information 
so that he can testify adequately, I think that would be proper. That 
is in accord with the traditional method of examining the witness. But 
I think to have another witness come in here, I do not think will 
add—— 

The Cuarrman. He said he did not know anything about the de- 
tails. 

Senator Kem. That is an adequate answer; if he does not know, he 
does not know. 

The Cuamman. The record is replete with the Judge’s views on 
all of these cases. 

Senator Kem. I have no objection to the Judge being called later. 

The Cuarrman. Personally, I do not see the need of going over it 
again. 

Senator Kem. Perhaps not. I do not see where we gain anything. 

The Cuarrman. This might be a good place to recess. ; 

We will recess until 2 o’clock. 

(Whereupon, at 12:30 p. m., the hearing was recessed, to reconvene 
at 2 p.m.) 

AFTERNOON SESSION 

Present: Senators Allen J. Ellender (chairman) presiding, An- 
derson, Aiken, Thye, and Kem. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The Cuatrman. The committee will be in order. All right, Senator 


Kem. 


TESTIMONY OF HON. CHARLES F. BRANNAN, SECRETARY OF AGRI- 
CULTURE, ACCOMPANIED BY GUS F. GEISSLER, ADMINISTRATOR, 
PMA, AND ELMER F. KRUSE, ASSISTANT ADMINISTRATOR FOR 
COMMODITY OPERATIONS, PMA, UNITED STATES DEPARTMENT 
OF AGRICULTURE—Resumed 


Senator Kem. Mr. Secretary, during the noon hour did you get for 
us the date of the suspension of the employee who made the payment 
of eighty-thousand-odd dollars to V. M. Harris after the existence of 
the claim was discovered ? 
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Secretary Brannan. He was suspended on February 5. 

Senator Kem. What year? 

Secretary Brannan. Of this year. 

Senator Kem. What was his name? 

Secretary Brannan. His name was Smith. Sidney was his fir 
name. 

Senator Kem. Now you testified, I believe, that he was suspended 
as soon as the payment was known ‘ 

Secretary Brannan. No, sir; I did not. 

Senator Kem. Did you not testify to that ? 

Secretary Brannan. It was testified that as soon as we found out 
who was responsible for having made the error. 

Senator Kem. When did you find out who was responsible for hay 
ing made the error ¢ 

Secretary Brannan. Well, I would say somewhere around Februa: 
5 or 4. 

Senator Kem. That was after the hearing before this committee in 
which those facts were brought out / 

Secretary Brannan. It is my impression that this committee's he 
ings did not start until around March 19. Is that correct, sir? 

Senator Kem. I do not recall. The record will show. 

The Cuarrman. I would not know. I know it has been a long time, 
though. 

Senator Kem. When were the House committee hearings ? 

Senator Arken. Mr. Chairman, for the record, 1 think we had our 
first meeting on this subject January 14. 

Senator Kem. January 14. 

Senator Arken. When I think the committee first met. 

The CuamrMan. That was to decide upon the resolution. 

Senator Arken. To decide on the go-ahead. 

The CuarrmMan. That is correct. But actual hearings started later 
than that. 

Senator Aiken. That is right. 

Senator Kem. Do you have in mind when they started, Mr. Chair- 
man ¢ 

The Cuatrman. We can obtain that, Senator. 

Senator Kem. As I recall, this morning you testified that this pay- 
ment— 

The CuarrmMan. March 19, Senator, was the first day. 

Senator Kem. When is your testimony now as to when you sus- 
pended this employee ? 

Secretary Brannan. The record shows he was suspended on 
February 5. 

Senator Kem. 5? 

Secretary Brannan. Yes. 

Senator Kem... Now, I believe you testified this morning that that 
incident was disclosed in the House hearings. 

Secretary Brannan. We have not had a chance to read the supple- 
mental report in the House hearings to know whether or not it was 
discussed there, and until I am prepared to state it as a fact, I with- 
draw that statement. 

Senator Kem. You withdraw your testimony this morning in that 
respect ¢ 
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Secretary Brannan. Yes. There are two aspects to it, now Senator 
Kem, which I think we must all keep in mind. First of all, the pay- 
ment was discussed. Then it took a considerable length of time to 
place responsibility. The fact that it took time involves, first of all, 
the General Accounting Office had investigators in there. We were 
attempting to find out the answer to the problem, and as a result— 

Senator Kem. When was the payment discovered ? 

Secretary Brannan. The payment was first called to public atten- 
tion, now, somewhere around— 

Senator Kem. When was it discovered by yous 

Secretary Brannan. Somewhere around—when it was brought to 
our attention in connection with hearings 

Senator Kem. When was it discovered ? 

Secretary Brannan (continuing). Was January 25. 

Senator Kem. I fail to make myself clear. When did you discover 
the fact of the overpayment ¢ 

Secretary Brannan. I will say January 25. 

Senator Kem. January 25? 

Secretary Brannan. Yes. 

Senator Kem. And you spent the time between then and the 2d of 
February in determining who had made the payment ¢ 

Secretary Brannan. Yes, sir: and I think that is very prompt. 

Senator Kem. Then you acted Stil ‘tly when you discovered that ? 

Secretary BRANNAN. We did, s 

Senator ANDERSON. Was that the first time the Department knew of 


Secretary Brannan. Well. you see the payments had not been made 


very much earlier than that, Senator Anderson. 

Senator ANperson. Were they not made in October? 

Secretary Brannan. The previous year; yes. I think there was a 
series of them that added up to $80,000. I think the first one was in 
June, and it extended on for a period of time, and it was not caught 
up until we began to get seriously into the Harris case, you see, be- 
cause the payment was entirely regular if Harris did not owe us any 
money. 

Senator Anperson. Was not there a notation not to make it and 
someone has marked that out / 

Secretary BranNan. Yes, sir: there was a notation not to make it, 
and the notation was ignored. There was an identification on the slip 
indicating that it had been canceled. 

Senator Anperson. Did not the General Accounting Office know 
about that prior to January ? 

Secretary Brannan. Yes. 

Senator Anperson. Did they keep it from you é 

Secretary Brannan. They did not tell us until January 25. 

Senator Kem. They told you about it then. That is the first you 
know about it? 

Secretary Brannan. That is the first it got into the proceedings in 
connection with the Harris case. 

Senator Kem. Then you know now that it was not developed in the 
House hearings? If it had developed in the House hearings, you 
would have known about it at that time, would you not ! 
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Secretary Brannan. I must check the House hearings before 
answer that question. You see the House hearings were running 
that time too, Senator Kem. 

Senator Kem. What is this flaxseed number of cases, 14, and the 
footnote indicates that the shortage in those cases has been eliminate | / 

Secretary Brannan. They were paid in full. 

Senator Kem. Do you mean you compounded the crime and accepted 
the payment from the person responsible for it ? 

Secretary Brannan. I don’t agree that as a matter of law when you 
accept payment from a person who owes you money that you com 
pound a crime. 

Senator Kem. Well, is conversion merely a simple debt ? 

Secretary Brannan. I missed the question, sir. 

Senator Kem. Is a conversion simply a debt? Is it simply a case 
of one person owing another money when a conversion ie taken 
place ? 

Secretary Brannan. No; that would not be my definition; no, sir. 

Senator Kem. As a lawyer, you know there are criminal aspects of 
a conversion, do you not? 

Secretary Brannan. But, Senator Kem, under the State law the 
acts of these individuals were not a crime. 

Senator Kem. Under what State law? 

Secretary Brannan. North Dakota and South Dakota State law. 

Senator Kem. Is that the reason that Mr. Cole made an effort to 
have these case prosecuted and he was unsuccessful ? 

Secretary Brannan. I have no knowledge of the fact that Mr. Cole 
attempted to have the cases prosecuted. 

Senator Kem. Well, to refresh your recollection, at page 1119 of 
the record, volume 5, Mr. Cole stated this: 

I will tell you that we haven’t had many up there. The flax cases in 19, 
if you are familiar with those, as you say, they were something that hit us 
pretty strongly, and I went to Washington myself on those cases. We had them 
before the Solicitor and for hearings, the House hearings. Those flax cases 
were written up entirely in my office, and in my letters to Washington we recom- 
mended criminal prosecution. 

Secretary Brannan. Well, now, this is a layman talking, and he has 
a perfect right to recommend whatever he sees fit, but we have to accept 
the opinion of our lawyers. 

Senator Kem. Did you pass on the question in your office? 

Senator Arken. May we identify Mr. Cole at this point in the 
record ¢ 

Senator Kem. Mr. Cole is the manager of the Minneapolis office of 
the Commodity Credit Corporation. 

Secretary Brannan. That is right. 

Senator Kem. Mr. Jimmy Cole. Did you pass on that in the De- 
partment of Agriculture? 

Secretary Brannan. Personally, Senator, I do not specifically re- 
call passing judgment on that, but I here and now accept all responsi- 
bility for it. 

Senator Kem. Yes. In other words, those cases were screened in 
the Department and the decision reached not to prosecute; is that 
correct ¢ 

Secretary Brannan. That is right, sir. 
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Senator Kem. And you acted under the direction or mandate from 
the Department of Justice conferring or delegating that authority to 
you: is that right ? 

* Secretary Brannan. That is right, sir. 

Senator Kem. Do you regard that delegation of authority from 
the Department of Justice to the Department of Agriculture as a 
sound governmental! procedure ¢ 

Secretary Brannan. It was a sound and workable agreement, and 
in my opinion it will be reestablished when all of this dies down. 

Senator Kem. You think 

Secretary BraNNAN. Because it is a convenience to Justice. We did 
not ask for it in the first place. It is a strict convenience to the De- 
partment of Justice. We can send everything over there and let them 
make up their minds about it all, but 

Senator Kem. Eliminating the fact the Department of Agricul- 
ture is involved in this, as a citizen and taxpayer, do you favor a pro- 
cedure which enables the departments and agencies of the Government 
to pass on their own responsibility in cases of that kind ¢ . 

Secretary Brannan. This was not a case of our responsibility. 
This was a case of the responsibility criminally only of a group of 
elevator operators. 

Senator Kem. Well, there was responsibility that the cases had 
occurred under your direction and that in the course of your opera- 
tions, was there not ¢ 

Secretary Brannan. Right, sir. 

Senator Kem. Do you favor in other departments than the Depart- 
ment of Agriculture that such a responsibility be delegated by the 
Department of Justice ¢ 

Secretary Brannan. Well, I am not familiar with the conduct of 
business in other departments; therefore I am unable to suggest. 

Senator Kem. Well, would you favor as a general proposition that 
being done ¢ 

Secretary Brannan. Well, I do not think you can generalize about 
things like that. 

Senator Kem. Well, so far as your testimony goes, you want us to 
understand that you think that would be a proper procedure where 
the Department of Agriculture is involved, but you do not care to com- 
mit yourself yourself in cases where other departments are involved ¢ 

Secretary Brannan. I think that is right, sir. 

Senator Kem. Well now just why do you think that the temptation 
to cover up in the Department of Agriculture would be less than in 
other departments / 

Secretary Brannan. I resent the idea there is any temptation to 
cover up or that anything is covered up. There was no reason in the 
world why we should cover up the flax cases, not a bit of reason. 
Everybody knew about them. They were public knowledge in the 
area. We discussed them openly with the Congress, and we not only 
said that we have settled these cases, and secured complete restitution, 
but in the cases where these folks have revised their gperating staff we 
have gone back and done business with them. 

Senator Kem. Well, Mr. Secretary, now you take umbrage at the 
suggestion that any of these cases were covered up. 

Secretary Brannan. I certainly do. 
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Senator Kem. Is not the record before this committee replete wit 
cases where there was no criminal prosecution after the facts had 
been disclosed ? 

Secretary Brannan. There is no such record before this commit 
or before the Congress or before any committee or before the pub! 

Senator Kem. All right, let us just take the case of the Page M 
ing Co, at Luray, Va. Was it not disclosed there that after co 
versions had taken place and after the stockholders had known of t 
facts and directed the management to go ahead and use the Govern 
ment grain, that not only no prosecutions were instituted, but a fi 
ther and additional storage contract was made with the same co 
pany ¢ 

Secretary Brannan. If I remember correctly, there was restitutio 
in the case, there was also a complete change in management. An 
there is a physical facility which you just cannot go out and replace. 
and in the hands of new management, I see no reason why we should 
not go back and use it. On that theory 

Senator Kem. Mr. Secretary, are you attempting to justify the 
cover-up under those circumstances ¢ 

Secretary Brannan. There is no cover-up in those cases. Thos 
cases were publicly known. 

Senator Kem. Known to whom? 

Secretary Brannan. Probably I can’t give you newspaper quot 
tions, but they were probably known to local newspapers. 

Senator Kem. Why do you say they were publicly known ? 

Secretary Brannan. If the newspapers know them, that is the 
business to make them public. 

Senator Kem. You have a very extensive mimegraph department 
issuing frequent hand-outs. Did vou ever hand out information o 
those cases / 

Secretary Brannan. I assumed it was handled out of the offic 
which had jurisdiction for the area. 

Senator Kem. Well, will you get the committee a copy of the hand 
out on those cases / 

Secretary Brannan. I doubt if there is any hand-out on thos 
Cases. 

Senator Kem. Then why do you say they were publicly known / 
Secretary Brannan. Because, when the matter of change in 1 
Administration, matter of dealings with the Government becam 

publicily known— 

Senator Kem. How? You say there was no publication that y 
know of. You say there was no hand-out that you know of. 

Secretary Brannan. Well, Senator— 

Senator Kem. There was certainly no public record made, becaus 
there was no prosecution. There is nothing in the courthouse in that 
community. Why do you say it is publicly known! Did you a 
nounce it in any of your numerous speeches / 

Secretary Brannan. First of all, Senator, the manager was 
dicted in a court. 

Senator Kem. Right. 

Secretary Brannan. Now you know more about what court than 
I do. I would have thought it was the court of proper jurisdiction. 
His defense counsel must have thought so, too, or he would have take 
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exception to it. But the manager was indicted and convicted, and we 
put it on our list of matters which we had under consideration and 
kept the press notified and they to—— 

Senator Kem. Can you give—— 

Secretary Brannan. Can I complete—— 

The CHarrMan. Just a minute. 

Senator Kem. I am very sorry. 

Secretary Brannan. I have here in my hand a duplicated state- 
ment—this is May 16 revised. Well, it is May 16, 1952. 

Mr. Kruse. No. 19. 

Secretary Brannan. Page Milling Case, Luray, Va., is in here. 

Senator Kem. Exactly. But that was after it was brought out 
before this committee. 

Secretary Brannan. This went on the original list. 

Senator Kem. What we are asking you about is why there was 
nothing done about these cases before this committee had to dig into 
them. 

Secretary Brannan. The man was indicted on February 11 before 
you got into the business at all. 

Secretary Kem. Well, Mr. Secretary, there is no criticism in the 
indictment of Harnsberger. The criticism is that somebody in your 
department saw fit to send the case to the files when the evidence was 
that the stockholders had known of the conversion and had author- 
ized the manager to go ahead and take the action, to go ahead and take 
the Government grain. 

Secretary Brannan. Senator, I cannot understand what you are 
getting at here. On February 11 the man was indicted. Now the 
man was Indicted because the Department of Agriculture put into the 
hands of the Department of Justice at a date considerably in advance 
of February 11 the entire matter, including not only the criminal 
but the civil proceedings. 

Senator Kem. Well, now, Mr. Secretary—— 

Secretary Brannan. Now, when the Department of Justice de- 
cided to move on the case, then it became a matter of public record, 
and from that time on has been a matter of public record along with 
all of the rest of the cases. c 

The Cuatrman. Was the Justice Department furnished all of the 
facts, Mr. Secretary / 

Secretary Brannan. The Department of Justice ? 

The Cuarrman. Yes, including the one that Senator Kem is now 
bringing up with respect to the other members of the corporation. 
Did the Department of Justice know that, too? 

Secretary Brannan. They knew all that we knew about it. 

Senator Kem. Mr. Chairman, I understood the testimony in this 
case of the Solicitor and his assistant to be that they recommended 
in the exercise of their prerogative to screen the case the prosecution 
of Mr. Harnsberger, who was the manager, and he was duly prose- 
cuted. In the exercise of this prerogative they decided not to prose- 
cute the stockholders, who, the evidence was, knew of the conversion 
and authorized it to be done. Now Mr. Harnsberger said he told 
them that they needed the grain if they were going to continue in 
business, and the stockholders said, “Well. go ahead and use the Gov- 
ernment grain.” 
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The Cuarrman. But the point I was trying to make, Senator Key, 
was this: Whether or not the Department of Agriculture advised 
that no prosecution should be made against these other corporate 
owners, still it was within the purview of the Department of Just 
to have them indicted if they saw fit, as I understand it. 

Senator Kem. My understanding is—— 

The Cuarrman. That is why I asked the Secretary if he had turn 
everything over to the Department. 

Senator Kem. My understanding is that under this screening proce- 
they screened the cases and recommended prosecution of certain cas 
and the Department of Justice accepted the recommendation of | 
Department of Agriculture. Now in this case the recommendati 
was that Harnsberger, the manager, should be prosecuted ; the re 
ommendation was that the stockholders who knew of it and aided a 
abetted in it should go free. 

Now we cannot go into all of these numerous cases brought out , 
our testimony. I am not going to ask the committee to bear w 
me in doing that. But it seems to me that is typical of the vice 
vesting this high prerogative in the Department of Agriculture. 

Senator Arken. Mr. Chairman ¢ 

Senator Kem. In other words, there are sound principles of go 
ernment that require that there be a review in the Department of 
Justice of each transgression of the criminal law. Now, as far as 
my experience has gone, and observation, there is a fundamental 
our Government. I for one was amazed to learn that high preroga 
tive had been delegated to the Department of Agriculture and the) 
had been put in a position where they could, as was said, such 
character phrase, screen the cases, and decide who should be prose 
cuted and who should not be prosecuted. 

Now what I am asking the Secretary is whether he recommends a 
procure that permits that sort of thing to go on. 

Secretary BRANNAN. Senator Kem, you are a long way off fro: 
what you started out to do. 

Senator Kem. I don’t think so. 

Secretary BRANNAN. You started out to accuse me or the Depar' 
ment of keeping these matters under cover. 

Senator Kem. Covering up. I will give you other cases if you wa 

Secretary Brannan. All right, that is what we want. 

Senator Ki mu. Numerous cases. 

Secretary Brannan. Let me just point out to you that sometin 
prior to the date that Mr. Harnsberger was indicted, which was Fe) 
ruary 11, the entire file had been referred to the Department of 
Justice. Certainly pursuant to the understanding, we made our 1 
ommendations as to who we thought was subject to criminal violatio 
and who we thought not. But that bound the Justice Department by 
no stretch of the imagination, as witness the fact that many case- 
which we send over and decide and suggest prosecution, they decide 
they shall not be prosecuted because in their judgment there cannot 
be convictions, and many other things. But there has been no failure 
to disclose the entire facts to the Justice Department, and there has 
been no attempt to keep facts from the public, because the minute that 
Harnsberger was indicted it became a matter of public record. 

Senator Kem. My recollection is there was no recotd ‘anywhere at 
any time of the fact that these stockholders had aided and abette: 
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in the conversion until it was brought out in the hearing before this 
committee. 

Secretary Brannan. Let me ask you this. 

Senator Kem. Yes. 

Secretary BRANNAN. Would you have recommended, or do you rec- 
ommend, to the Department of Agriculture that we put out some kind 
of a statement accusing the stockholders of the Page Milling Co. of 
some kind of a crime ? 

Senator Kem. No; and that is why I thought your statement that it 
was publicly known, that you had made it public, was unbelievable, 
to say the least. I would not recommend that. What I would rec- 
ommend is that all cases in which it is apparent or believed that a 
transgression of the criminal law occurred be referred by the Depart- 
ment of Agriculture to the Department of Justice. 

Secretary Brannan. That is the rule today. 

Senator Kem. I certainly recommend that that procedure be con- 
tinued. I think the arrangement to the contrary was unsound, and I 
think the order of the Department of Justice canceling that delega- 
tion of power was certainly in order. 

Senator Aiken. Mr. Chairman / 

The Cuarmman. Senator Aiken. 

Senator A1rken. What has puzzled me is why in this shortage which, 
I understand, occurred in the fall of 1949—it must have because it 
was investigated in early 1950—that the Department did not feel war- 
ranted in referring it to Justice, and in June 1951 actually recom- 
mended there be no prosecution, and then in the spring of 1952 recom- 
mends referral to the Justice Department for action. I wonder what 
happened in between thoes dates to change their minds: Why 2 years 
ago it was not worthy of referral to Justice, 1 year ago the Solicitor 
actually recommended no prosecution, and a year later it is referred 
to Justice for such action as the Justice Department sees fit to take. 

I was just wondering what happened between those periods, first, 
between the discovery of the conversion and the recommendation of 
no prosecution, and then between the recommendation of no prosecu- 
tion and the referral to the Justice Department nearly a year later. 
If the Department felt that there should be no prosecution, why was 
it ever referred to the Justice Department at all ? 

Senator Anperson. Do you have a citation where the Solicitor said 
there should be no prosecution ? 

Senator Kem. That was his testimony before the committee. 

Senator Arken. I think he testified to the fact. 

Senator Kem. That he recommended the prosecution of the man- 
ager but not the stockholders. 

Mr. Hunter. I didn’t screen this case at all. 

The CuarmMan. Judge Hunter testified on that. 

Mr. Hunter. We made our recommendations to the Department of 
Justice as to just what we thought should be done, and just what we 
said we thought should be done was done. 

Senator Kem. We will give you an opportunity—— 

Mr. Hunter. You said the Page Milling Co. 

Senator Kem. We gave you an opportunity to testify-—— 

Mr. Hunter. I have already testified three times on this. 

Senator Kem. And at the end of your testimony said it had been 
unsound. At least I understood you to say that. If you want to 
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testify further, we will give you an opportunity at the proper time 
and in order. 

Mr. Secretary, on the fourth page of this memorandum, there is 
list of shortage cases with possible implications of conversion. Wou| 
you refer to that ? 

Secretary Brannan. Yes, sir. 

Senator Kem. And the total amount there is set out at $578,401.26: 
is that correct ? 

Secretary BRANNAN. Yes, sir. 

Senator Kem. Now I understand the committee staff has made an 
investigation of the records in the Department and they come up with 
a figure for the total shortage cases with possible implications of co: 
version of $1,553,462.79. Are you familiar with that ? 

Secretary Brannan. No; Lam not familiar with anything they do. 

Senator Kem. What did you say ? 

Secretary Brannan. We are not familiar with anything they do. 
They work directly for you. 

Senator Kem. Your people were there when they made the inves 
tigation, were they not ¢ 

Secretary Brannan. Surely. That doesn’t mean they tell us every 
thing. 

Senator Kem. Do you mean our staff members were given a large: 
number of cases than appear in the record you brought in here today ’ 

Secretary Brannan. All right, now turn to page 3 of the memo 
randum, Senator Kem. You just did not go far enough. There are 
a group of cases entitled “Shortage cases under investigation.” 

Senator Kem. I am working on page 3. 

Secretary BRANNAN, All right, turn to a table entitled “Shortage 
cases under investigation.” 

Senator Kem. Yes; all right. 

Secretary Brannan. Now I am not prepared to do the rapid mental! 
calculation, but there are a group of cases which add up as of the 
present time to $513,000. I would say that sum, plus the sum which 
you read a moment ago would probably just about equal the millio: 
dollars you were talking about. 

Senator Kem. You would be about a half a million dollars short. 

Secretary Brannan. Well, then, I guess Mr. Cotter has got to give 
us the list of the cases he has in mind which we have not included. 

Mr. Correr. | would like to make an explanation at this point. 

The CuatrmMan. Mr. Cotter. 

Mr. Correr. We took the list of cases which you furnished and which 
were broken down into just shortage cases, Mr. Secretary, and we 
went through the other records, these status sheets you furnished us, 
and other material like the C. and I. summaries. And on the cases 
which your record reflected to be quite apparently conversions we 
marked a “C” on those as conversion cases, and the ones that might 
just be shortages we marked an “S.” 

Secretary BRANNAN. Now you are exercising your judgment. 

Mr. Correr. Yes. 

Secretary Brannan. All right, sir. From your records, and only 
what were apparently conversion cases from your records. 

Mr. Correr. And you note here in your tabulation you excluded al! 
amounts where there has been a settlement. 
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Secretary Brannan. That is right, sir. 

Mr. Correr. And we took the amount of the book value of the 
conversion prior to any settlement, and the figures that we arrived at, 
this million and a half figure that Mr. Kem has quoted , is the total 
amount of your apparent conversions in addition to your court cases. 

The Cuarrman. There is no difference in the total amounts if you 
take all cases into consideration, those that are actual conversions or 
those that are thought to be, and those that were settled. 

Senator Kem. There is a difference of about a half a million dollars. 

Mr. Correr. No; there is a greater difference than that. You were 
just talking about the figure of a million and a half I just gave you 
at the lunch hour here on conversion, 

Senator Kem. The false storage charges—- - 

Mr. COrTrTerR. No, ho. Then there is a heure of four hundred-and- 
eighty-eight-thousand-odd dollars which you would add to your mil 
lion and a half, which would give you approximately 2 million. The 
188 is your shortage cases which you have listed as against your figure 
of about a million, I think, or 800,000, something like that. 

Do you follow me what we have done‘ We have just listed the 
full amount of your conversions before settlement, and we have classi- 
fied them the way you have, only we just did this last night and we 
do not claim this is any accurate figure. But where your records 
appeared to show quite clearly it was a conversion we listed it as a 
conversion, and we give full credit to the amount of grain that was 
converted. 

Secretary Brannan. I guess that is the answer to your question 
just the difference between the Way he judges the case and the way we 
do. But the cases are all there. 

Senator Kem. Well, they are not all there if they do not appear 
in your number of cases. As I understand Mr. Cotter has a much 
larger number than that in his tabulation. Is that correct? 

Mr. Correr. I don’t know. We worked from a— 

Senator Kem. Well, you have a—— 

Mr. Correr. We worked from a tabulation of 69 cases that were 
furnished to us. 

Senator Kem. Grain cases / 

Mr. Correr. I think there may have been some bean cases in there. 
They are warehouse cases. 

Senator Keo. That is shortage cases with possible implications of 
conversion / 

Mr. Correr. That is right. 

Senator Kem. The Secretary's figure on that is 30. You were work- 
ing with 69 cases, and he is working with 30. You take them from 
his records and you have come up with a somewhat different result. 

Senator Aiken. Mr. Chairman? 

The CuHarrman. I wonder if we could get this straightened out. 

Senator Arken. While they are straightening it out, there is 
another thing I would like straightened out. I notice the total amount 
of dollar value of the peanuts involved was given as $12,533.11. 

As I recall it, in reading over the briefs of the C. and IL. reports 
from the Department, the amount of peanuts improperly appropriated 
came to around $600,000. Those are figures from the Department's 
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own figures. I wonder how it happens to be down to $12,000 on this 
list. 

Secretary Brannan. Senator, would you mind reading the foot- 
note ¢ 

Senator ArkEeN (reading) : 

No. 2 includes two cases in connection with which the Department of Justice 
decided not to bring criminal action. Shortages recovered without court action. 

Secretary Brannan. No. 1. 

The CHarrman. No. 1. 

Senator ArKen. I was speaking of peanuts. 

Secretary Brannan. Footnote No. 1. 

Senator Arken. I do not see any reference to No. 1. 

Secretary Brannan. No. 1 refers to all the items, Senator. It 
at the top of the column. It refers to the word “amount.” 

Senator Arken. The book value of the shortage. Then you say that 
the shortage of peanuts only amounts to $12,533.11 over the last 
years ¢ 

Secretary Brannan. Not recovered as of May 8, 1952. 

Senator Arken. Then am I correct in saying that your other r 
ports which you submitted to the staff indicated that about $600,00 
worth of peanuts had been improperly used by those that were in 
charge of them? 

Secretary Brannan. Well, Senator—— 

Senator Arken. I see settlement was obtained in most of thos 
cases, but the peanuts were taken. There seems to be a question. 

Secretary Brannan. Well, that is a pretty tight question. You 
are right about it. It is a question as to just exactly whether or not 
there is any conversion or any wrongful taking here at all over and 
above these figures, because there is immediate restitution, or if there 
is a taking there is immediate restitution, because there is immediat: 
guarantor over the peanut operat ions. 

Senator Arken. As I recall, in one case they said a fellow misused 
Government peanuts and cleaned up about $84,000 and settlement was 
made to him for a thousand dollars because the Commodity Credit 
Corporation recovered fhe full amount which they had invested in 
them. 

Secretary Brannan. That is right. 

Senator Arken. But it seems to me that it was not exactly right t: 
let him use Government peanuts to make a clean-up for himself. You 
made the flax people pay the profit back, did you not ¢ 

Secretary Brannan. Well, look, it is not always true that the 
exclusive title to these commodities rests in the Government because 
these are always under loan or under loan-and-purchase arrangement, 
and in the case of peanuts the arrangement is a very flexible type of 
arrangement. ; 

Senator Arken. I was simply a little surprised to see by the figures 
that you had only $12,000 worth of peanuts, and anyone reading this 
page would think that that was all that had been taken, where, as a 
matter of fact, it was about 50 times that. 

The Cuamman. I think what the Secretary intended to show here 
was actual losses to the Government. Am I correct in that? 
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Secretary Brannan. Well, we are showing cases and amounts, which 
are really involved in the cases. I assumed that is what you folks 
wanted. 

Senator Arken. Let me put it this way: Are you showing the 
amounts of conversion which have not yet been recovered ¢ 

Secretary Brannan. That is right. 

Senator Arken. That is what this is? 

Secretary Brannan. Yes; that is right. But it does not mean that 
the figure you mentioned represents conversions either, Senator. It 
does not mean it at all. 

Senator Aiken. They were using peanuts meant for oil for some- 
thing else and 

Secretary Brannan. But whose peanuts, Senator? Not necessarily 
the Government’s. 

Senator Arken. I went by your C. and I. report. 

Senator Anperson. How did you get the list of the six or seven 
hundred thousand ? 

Senator Arken. From the C. and I. reports which had been made to 
the Department over the last couple of years. 

Senator Anperson. What did they say they were? 

Senator Arxen. I figured out about $600,000. 

Senator Anperson. I mean what kind of peanuts did they say they 
were—Government property ? 

Senator Arken. In some places they sold the peanuts that did not 
belong to them. 

The Cuamman. They were not taken over by the Commodity Credit. 
Some of them were under loan. 

Senator A1xen. They sold oil peanuts for edible peanuts and things 
likethat. Insomecasesthey cleaned up. I expect all of them cleaned 
up pretty well. But the total amount of peanuts improperly used, 
according to the C. and I. reports, was about $600,000. 1 cannot remem- 
ber the names of them—two or three were in Alabama, one in Texas. 
I think there was settlement made of that. 

Secretary Brannan. Senator, I do not agree with the figure, but 
I am frank to tell you I do not know the figure. What I do question 
about what you keep saying is that it was clear that these were all 
Government peanuts and that a conversion case rested in the hands 
of the Government; that a crime was committed against them. It was 
against the owners of the peanuts, the people who put them under 
loan, and a whole conglom>rate situation which we think 

Senator Arken. What you are saying on this list is that you have 
recovered whatever loss there was on peanuts with the exception of 
S12.500 ¢ 

Secretary BRANNAN. Yes. 

Senator ArkeNn. That is what this list is? 

Secretary BRanNAN. That is what this list is, sure. 

Senator ArkeNn. I wanted to make clear as to what the list was and 
that it did not represent all the cases of conversion you had had, but 
simply the outstanding unrecovered amount. 

Secretary Brannan. Yes, but, Senator, there is no implication from 
this figure that there is any clear showing of conversion against the 
Government because of the character of the ownership and the iden- 
tification of the types of peanuts involved. 
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Senator Anperson. Well, was it conversion? Was the crime o{ 
conversion or embezzlement established, no matter who it was against ¢ 

Secretary Brannan. We do not know that, Senator Anderson, but 
the point was if there was a conversion in some cases, a wrongful 
taking, it may well have been against the owner of the peanuts. 

Senator Anprerson. I may be going by a bank and a man is robbing 
the bank, and I have not got any money in the bank, but I don’t say, 
“Well, it isn’t my money.” 

Somebody must have lost if it was a conversion. I am trying to find 
out what sort of a list he had, if he was furnished a list, of $600,000 of 
conversion, even though the peanuts might have belonged to thi 
farmers who were under some sort of a loan arrangement. I think 
that fact is of some interest. 

Secretary Brannan. I think it is too, Senator, but we were asked | 
supply information concerning conversions against the Governmen| 
You take in all of these grain cases, in every one—I should 
in 50 percent of the grain cases there was considerable conversion « 
the grain of private owners. Very frankly, we have not added th 

here. 

In one Kansas case, for example, I think the total conversion in ther 
ran well over a million dollars. I think our amount was only a smal 
fraction of the total. That is if | remember the figures in the Kans 
Case, 

It is such a scandal and circumstance as far as the private farmers 
in the area are concerned that the Governor himself has taken action 
in Kansas on both the law and the administration of the law. And 
did not do it because the Government lost 30,000 or was te mporar! 
out of pocket 30,000. We will get full recovery there, incident: lly. 
because of our bond protection. 

Senator Kem. Mr. Secretary, to save time, can you give us any 
explanation of why the number of ap parent conversion cases in your 
memorandum that you have offered in evidence should be different 
from the list of apparent conversion cases that was furnished to our 
investigators when they went to the Dep: irtment ? 

Secretary Brannan. There isn’t any difference. These are the 
same one hundred-and-some cases. Is that right or wrong? 

Mr. Correr. I think that is right. I think we were furnished a list 
of 69 cases which you had not given publicity to. Of those we re 
viewed your records and a certain amount appeared to be conversio 
cases, and we put a “C”’ on them. Your breakdown, I don’t know 
whether it adds up to 69 or not. 

Secretary BRanNAN. Sixty-three, I think ours adds up to. 

Mr. Correr. We were furnished 69. 

Senator Kem. Where does that appear in your list? 

Secretary Brannan. In the list entitled “Shortage Cases With Pos- 
sible Implication’ of Conversion,” and the next one “Shortage Cases 
Under Investigation.” 

Senator Kem. Those foot up to 63. 

Secretary Brannan. Yes. 

Senator Kem. With a total of a little over a million dollars. Now 
as I understand Mr. Cotter, his figures are 69 for a total figure of 
$1,553,462.79. Is that right, Mr. Cotter? 

Mr. Correr. I don’t think so. 
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Secretary BRANNAN. We can reconcile that difference, because it is 
only a difference of misunderstanding on your part, Senator. I 
think Mr. Cotter and our folks were entirely together when he left 
the office the other day. 

Mr. Correr. Our total figure is just about 2 million on the 69, but 
it computes the actual conversions rather than the recoveries taken 
out. 

Mr. Getsster. The net amount / 

Mr. Correr. Yes. 

Senator Kem. As I understand the figures given me by Mr. Cotter 
and the committee staff, their figure on the shortage cases with pos 
sible implications of conversion 1s $1,563,462.79. To that they feel we 
should add, they tell me, an estimated $1 million to cover storage that 
was paid and never received by the Government. 

Secretary Brannan. His estimate—I mean there is no use arguing 
about the estimate. In the legal proceedings we will make a claim to 
cover that adequately and amply, so that when the court decides it 
can give us judgment for that, too. And the bonding company is held 
under it, too. Sothat it is an integral part of the whole arrangement. 

Senator Kem. Now in your testimony, as I understood you, you 
estimated the loss to the Government as of to date around $7 or $8 
million: is that correct ? 

Secretary Bran NAN. We made an est imate, sure. 

Senator Kem. $7 or $8 million ? 

Secretary Brannan. Because you folks wanted to know, the papers 

anted to know. 

Senator Ky M. And you expect by recoveries to reduce that loss to 

million or a million and a half. Is that your testimony ? 

Secretary Brannan. | expect to reduce it to a half a million. 

Senator Kem. Toa half a million? 

Secretary Brannan. Yes. 

Senator Kem. Are not you taking a rathet rosy view, to say the 
least, of what can be done in legal proceedings of that kind ? 

Secretary Brannan. Senator, all I can go by is our experience so 
far in these kinds of cases, and the very fine success we have had 
recently. Now, if you want to say we won't collect another cent, I 
am not going to sit here and argue with you. Let's let the record 
speak for itself when it is made. 

Senator Kem. I think the best evidence of whose evidence was sound 
would occur in about 5 vearr. when the figures are all in. But, as I 
inderstand the facts, your collections to date in these legal proceed- 
ings have been between 1 and 2 million dollars. 

Secretary Brannan. It has been over 2 million. 

Senator Kem. Over 2 million? 

Secretary Brannan. Yes. 

Senator Kem. How much has it been ? 

Secretary Brannan. $2,155,000, 

Senator Kem. Now. in those proceedings you skimmed off the 
cream, have you not ? 

Secretary Brannan. Oh, no. We took the first cases first. 

Senator Kem. Well, you took the most cases in which recoveries 
could be had quickest first, did you not ? 

Secretary Brannan. No, sir. We took the first cases that we dis- 
covered and could develop the case on, and we do not make the deter- 
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mination on how fast it moves when it gets in the Federal court; 
The United States district attorney determines that. 

Senator Kem. I know; but quite naturally the cases in whi 
recovery is possible were the first ones to reach the judgment stage, 
were they not ? 

Secretary Brannan. That is not correct, sir, at all. We have been 
moving really—and I am talking now about the Justice Department 
and us—we have been moving really on the criminal aspects of then 
first. 

Senator Arxen. Mr. Secretary 

Secretary Brannan. And the first big settlement was achieved 
without the aid of court proceedings. 

Senator Arken. You do not mean that if a converter had the cash 
in his pocket to make a settlement you would make him wait his tun 
on the list. As a matter of fact, if he had the money, you made « 
settlement with him right off, did you not? 

Secretary Brannan. Yes. 

Senator Arxen. If he was able to settle? 

Secretary Brannan. That is right. 

Senator Arken. But those who have no money and you have to sel! 
out in order to get it, those are the ones you mean you are taking first 
cases first, in order? 

Secretary Brannan. No. We are taking the cases first in order 
as we can prepare them for a criminal proceeding. We are preparing 
them first for a criminal proceeding because the work that is essential 
to prepare a case for a criminal proceeding is much more adequate than 
necessary for a civil proceeding. 

Senator Arken. Yes. 

Secretary Brannan. So you get both jobs done when you get the 
criminal job done, and therefore we have been moving on the criminal 
side of it. . 

Senator Kem. Is that in accord with the testimony before this 
committee? As I understand the testimony, it was that in cases where 
a civil recovery could be had it was taken, although it might from a 
practical standpoint make a conviction on the criminal side of the 
case of the case less certain. 

Secretary Brannan. Wherever the case could move to a settlement 
we have moved it to a settlement, surely. 

Senator Kem. Is that consistent with your testimony you prepare 
the criminal case first ? 

Secretary Brannan. It sounds entirely consistent to me, because 
you go right ahead preparing your case until the settlement is—money 
actually in your hands. We do not stop preparing the case just be- 
cause the fellow comes around and says he might want to settle. Sure, 
any one of these fellows probably would settle for 25 cents on the 
dollar today and be awfully happy about it. 

Senator Kem. The testimony here is that where the settlements 
were accepted it was done with the full knowledge that it would make 
convictions on the criminal side less certain or probable. 

Secretary Brannan. All right, Senator. What are we most inter- 
ested in here—just throwing the people in jail or getting the Govern- 
ment’s money back for it? 
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I would like to have you advise us. Do you advise us that even 
though the man was willing to tender us a half a million dollars that 
the risk of being unable to throw him in jail should deter us from 
taking the half million dollars? 

Senator Kem. | was not critical of that testimony at the time it was 
given. I am not critical of it now. I am just advising you of what 
has been said previously in these hearings. 

Secretary Brannan. What do you advise us about what to do? 

Senator Kem. We will have certain recommendations for you at 
the close of the hearing in due course. I hope you will give them very 
careful consideration. 

Secretary Brannan. We have always given consideration to rec- 
ommendations of this committee. 

The Cuairman. I think, too, there was further testimony, Senator 
Kem, by Judge Hunter that even though a settlement was made they 
continued to prepare the criminal aspect with a view of turning it over 
to the Justice Department. 

Senator Kem. That is right. 

Secretary Brannan. And always making it extremely clear that 
the payment of the amount due did not in any way relieve the man 
from lability. 

The Crarmman. That is the testimony. 

Senator Kem. That is the testimony. 

Secretary Brannan. And it has been very carefully regarded. 

Senator Kem. Is it true, Mr. Secretary, as testified by Mr. Harrill, 
of PMA Office of Audits, sometime before January 1951, perhaps a 
vear and a half or 2 years ago, the Office of Audit became fearful that 
the Department did not have sufficient information at hand to place 
complete confidence in the warehouse receipts held by it? Do you 
remember that ¢ 

Secretary Brannan. I have no knowledge on that subject, sir. 

Senator Kem. It was not brought to your attention. All right. 

So, although the inspection of warehouses should be the responsi- 
bility of the operating people, Mr. Harrill suggested to Mr. Trigg 
that the Office of Audit check up on the warehouses to see that the 
grain was there. Is that correct? Do you recall that being done? 

Secretary Brannan. If he testified to that, he testified to that. 

Senator Kem. You have no independent knowledge of it? 

Secretary Brannan. Well, sir, I must say that all of these kinds 
of matters are discussed in Commodity Credit Corporation Board 
and also discussed in our staff meetings. 

Senator Kem. You do not recall that being discussed ? 

Secretary Brannan. The precise day and time and the language 
by which that was raised for discussion, I am not familiar with. 

Senator Kem. I did not ask you the precise day and time; I asked 
you whether you had any recollection of the discussion. 

Secretary Brannan. I do not remember specific discussion of a 
statement by Harrill. 

Senator Kem. Is it correct, as Mr. Harrill testified, that they found 
material shortages in 49 out of 302 warehouses examined in the Dallas 
area ¢ 

Secretary Brannan. Well, now, I think that can be accumulated 
from the facts which we put before you a few minutes ago. If we 
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were to break these figures down on a regional basis, Dallas regiona| 
basis, we would have the answer to that question. But it is here. |i 
just has not been broken down in that particular fashion. 

Senator Kem. You have no reason to think the testimony of M: 
Harrill in that case was not correct ? 

Secretary Brannan. I have reason to believe that what Mr. Har 
says is correct. He isa very capable person. 

Senator Kem. Would you not consider 49 out of 302 warehouses 
examined in the Dallas area as being a high percentage of shortages / 

Secretary Brannan. | would, of course, not draw any conclusio 
of that character from that kind of information. First of all, I would 
relate the number of cases to the total number of warehouses wit 
which we do business, which is some 12.500 in grain alone, 15,000 
all commodities. 

The next thing—I would not draw any conclusions until I had 
learned whether the shortages were real shortages or not, and whet 
they were, if real shortages, accompanied by some unlawful or wil! 
fully wrong act. Those things we are trying to determine, and tly 
breakdown of them as far as we can break it down so far on our know 
edge and information is what we have laid before you, Senator Ken 
And the facts and all the files we have laid before your investigator. 

Senator Kem. Did a shortage of over 15"percent in number of war 
houses examined in the Dallas area alone put you on your guard 01 
on notice that there was something perhaps “rotten in Denmark” / 

Secretary Brannan. The thing which put us on our guard, of 
couyse, was the sending of orders to ship and the inability or delay; 
in shipping by the elevator operators. That is the real test. Because. 
as you remember, Senator Kem, under the Texas law, the man coe 
not actually have to have possession of the grain if he can supply oul 
order on the day and time when we call for it. 

Senator Kem. Now you have—— 

Secretary Brannan. I do not agree with that provision of the law 
and our contract provides otherwise. But nevertheless, the inpli 
tion that there is, as you say, something rotten in Denmark does no 
necessarily flow from the statement of facts you have just made. | 
just doesn’t ; that is all. 

Senator Kem. Now you have had a good deal to say about the 
operations here being entirely normal, and I think on one publi 
occasion you said that grain in this amount could be expected to sli; 
through holes in the floor. Would you not pac eo a shortage in 
percent of the warehouses that you had eximined in one area to lx 
very high ¢ 

Secretary BRanNAN. Well, I do not know as I am expert enough to 
say how that would stack up historically. But, Senator Kem, unt 
you know more about why = shortage occurs or what the nature of 
it is and the magnitude of it, I just do not think you can draw any 
kind of conclusion. 

Senator Kem. That is exac tly the reason why I hope this commit 
tee will see fit to go back into the Dallas office. I think the facts we 
have so far are entirely insufficient. 

Senator Arken. Mr. Chairman, the Secretary has said that unde! 
the Texas law the operators were not required to have this grat 
actually on hand. But did they not have Federal storage contracts fo. 
storage of this grain / 
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Secretary BRANNAN. I said that in the second sentence. 

Senator Aiken. And you do not expect the State of Texas to enforce 
Federal law / 

Secretary BrRanNAN. No, sir. 

Senator A1keN. It would be nice and easier for you if Texas had a 
good law and enforced it. 

Secretary Brannan. It certainly would. 

Senator AIKEN. However. these people broke Federal law, as | 
understand it. 

Secretary BRANNAN. I said that, Senator, in the next sentence. 

Senator AIKEN. Yes. 

Senator Kem. Now, Mr. Brannan, in your investigation of these 
warehouses in the Dallas area—I am just taking that as an example- 
did your investigation reveal that your operating people had sufficient 
information to know whether thelr warehouses and their warehouse 
receipts were backed up by the actual grain or not ¢ 

Secretary Brannan. Well, now, Senator, when some of these people 
began to appear unable to ship against our shipping orders, we im 
mediately started in to investigate. It was out of that series of in- 
vestigations that we got the 15 percent that you are talking about. 

It was not a spot check to begin with; it was a selected check of ap- 
parent trouble spots in the area. 

Senator Kem. Whose responsibility was it to promulgate policies 
and procedures under which your operating people would have sufli- 
cient knowledge to determine whether the grain was in the warehouses 


or not when the receipts were outstanding ? 
Secretary Brannan. That is the responsibility of the Secretary by 


and through the various officers of the Department. 

Senator Kem. Now, what steps have you taken to promulgate sound 
policies and procedures in that respect ¢ 

Secretary Brannan. Mr. Chairman, I made a 20-minute statement 
on that. I will be glad to read it again. 

Senator Kem. Have you taken any action besides that? That should 
have been my question. 

Secretary Br ANNAN. Those are the steps. 

Senator Kem. Do you feel that is adequate to deal with the situa 
tion ¢ 

Secretary Brannan. We think it is. Now, remembering also this 
one thing: That human beings are not perfect, and that with the very 
best set of rules that we will put up, that anybody can put up, once 
in a while somebody may violate them, either intentionally or unin 
tentionally. 

We have taken other steps. If you are referring now to personnel 
matters, we removed the two top men in the Dallas office and replaced 
them with people we think have greater ability. 

Senator Kem. I will get to that a little later. 

On what date did you promulgate these new rules and regulations ¢ 

Secretary Brannan. Some of them starting back in June of last 
year. I gave you the date June 13, if I remember correctly. 

Senator Kem. Of last vear? 

Secretary Brannan. Yes. 

Senator Kem. June 15, 1951. 

Secretary Brannan. We made some changes then. 
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Senator Kem. Is that right? 

Secretary Brannan. Yes, sir. Others as recent as a month or ty 
ago. I explained to you that was because they involved the amend 
ment of outstanding contracts. 

Senator Kem. Mr. Harrill’s testimony was that these defalcatior 
and irregularities were disclosed before January 1, 1951. I think | 
said it was perhaps a year and a half or two years ago. How do y: 
account for the hiatus that occurred between the time at which th 
information came to your notice and constructive action being take 
by you to remedy the situation ¢ 

Secretary Brannan. Well, Senator, I think in the normal pro 
dures you first of all try to remedy it, first of all you try to take ste) 
possible to make certain that the wrongful doers do not get away wit 
their wrongful deeds. That was our first and primary interest. 

Then as our investigations and study of the cases proceeded, 
began to see opportunities for rectifying some of the causes or elim 
nating some of the causes which could have allowed the wrongful do 
to get away with what he got away with. 

I do not think any system in the world would have prevented tly 
people, the bulk of the people, who converted this grain, from doing 
it. They looked at the market. They had what looked to them lik 
a lead-pipe cinch in a falling market, and they could sell out the gra: 
and buy it back 3 or 4 months later and make 50 cents a bushel. 

I don’t think if we had had a policeman sitting on the front doo: 
of each one of them we could have deterred them from trying to cd 
that. 

Senator Kem. Now the warehouses under the United States War 
house Act during this period were being subjected to quantitative ir 
spection, were they not ¢ 

Secretary Brannan. Yes; and they had trouble, too. 

Senator Kem. Well, they h: ~ a system for inspection, did they ne 

Secretary Brannan. Yes, si 

Senator Ki mM. And the wn bre of trouble was far less than thos 
that were not subjected to that inspection, was it not ¢ 

Secretary Brannan. I am not sure that is correct, but it could bi 
They had such a very small number of cases—— 

Senator Kem. Would you say that was not correct ? 

Secretary Brannan. I say, I am not certain that it is correct. 

Senator Kem. Whose responsibility was it to see that such inspe: 
tions were made as the facts required with reference to quantity 
warehouses 

Secretary Brannan. In warehouses that did not qualify under the 
United States Warehousing Act ? 

Senator Kem. Yes. 

Secretary Brannan. The Auditing Division made spot checks 
We never had a-staff anywhere near the proportion to maintain a 
recurring check of the grain elevator inventories. We never did. The 
magnitude of volume of grain which came to us as a result of th 
1948 or 1949 crops was not matched by corresponding increase in 
staff. We couldn’t do it. 

Senator Kem. During this period we are talking about did the 
partment have sufficient money for the Office of “Audit to make th 
inspection of these warehouses ? 
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Secretary Brannan. No, sir, we did not. 

Senator Kem. You are making inspections now, are you not? 

Secretary Brannan. We are not doing as much as we would still 
like to. 

Senator Kem. But you are making inspections? 

Secretary Brannan. We are trying to make more frequent in- 
spections. 

Senator Kem. Do you have any more money for that purpose now 
than you had then? 

Secretary Brannan. Yes, I think we do. 

Senator Kem. You think you do. How much more? 

Secretary Brannan. You will have to wait now until I get the 
figure from Mr. Geissler here. 

Senator, I still cannot come up with a dollar figure for you, but we 
are increasing our audit staff by about 16 people, and we are increas- 
ing the Compliance and Investigation a corresponding amount. That 
would be maybe about 10 percent increase in the staff, There is, of 
course, a very substantial decrease in the magnitude of the job be- 
cause, Whereas we had a billion and 77 million bushels at one time, to- 
day I imagine in all of our grain storage we probably have—what, 
about 450 million ? 

Mr. Getsster. Yes. 

Secretary Brannan. Somewhere in that figure. 

Senator Kem. Have you any reason to believe that if you had in- 
creased your staff proportionately a year and a half or 2 years ago 
that the necessary money could not have been made available? 

Secretary Brannan. That is a purely speculative question, Senator. 

Senator Kem. Would you undertake to say that you could not have 
gotten the money for that purpose at that time? 

Secretary Brannan. No. I suppose I have to say, if we can make 
a convincing enough case each time to the Appropriations Committee 
we will get what we should have. 

Senator Kem. Did you attempt to make a case for such quantitative 
inspections at that time ? 

Secretary Brannan. I cannot remember. 

Senator Kem. Do you remember making any recommendations ? 

Secretary Brannan. Senator, the answer to the other question is 
that strong appeals were made for funds in both cases, both the 
United States Warehousing Act and 

Senator Kem. Quantitat:ve inspections ? 

Secretary Brannan. Under the United States Warehousing Act 
and for the non-United States. 

Senator Kem. Will the record of the Appropriations Committee 
show that you made strong but unsuccessful appeals for funds for 
these quantitiative inspections in 1949 or 1950? 

Secretary Brannan. I think we can lay our hands on it in very 
short order. 

Senator Kem. You say that the record will show that ? 

Secretary Brannan. My recollection is that you will find it in the 
record. 

Senator Kem. All right. 
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Senator A1rkeN. May I ask, Senator Kem, did you contemplate ask- 
ing for an explanation of the shift from United States warehous: 
receipts to “yn Mountain receipts in the Tanner case ? 

Senator Kem. Yes, I thought I would when we get to the Tanner 
case, 

Senator Arken. I would like to know about that, but if you are—— 

Senator Kem. If you would like tg do it now, I will be glad to defer 
to vou. 

Senator Arken. I wanted toask why in the Tanner case, where there 
was a loss of nearly a million dollars in beans, that these people wer 
permitted to exchange United States warehouse receipts for Rocky 
Mountain receipts in apparent violation of the law. 

Secretary Brannan. Senator, again, if I understand the law cor 
rectly, a man has the right to go under the United States Warehousing 
Act and come out from under the United States Warehousing Act any 
day he likes to. 

Senator Arken. But can he go half and half? Can he go under 
the United States warehouse law and at the same time issue some other 
form of receipts to those who entrust him with the storage of thei: 
commodities ¢ 

Secretary Brannan. Senator, my understanding of the law is that 
he can; that there was a regulation under the United States Ware 
housing Act, a regulation promulgated by the Department, that he 
should not do so, but the penalty for that was the withdrawal of his 
identification as a United States Warehousing Act warehouse, but 
that that was the sum and substance of the penalty. 

Senator A1rkEN. Do you know about that case ? 

Secretary Brannan. The Tanner case? 

Senator Aiken. I believe Mr. Tanner said he was authorized to 
exchange his United States warehouse receipts for Rocky Mountain 
receipts. Of course the United States warehouse inspectors visiting 
there found all the beans which were covered by United States ware 
house receipts. They were not looking for beans covered by the Rock) 
Mountain receipts, naturally. 

As I understood Mr. Tanner, he was authorized by the Kansas 
City office to exchange his United States warehouse receipts for Rocky 
Mountain receipts. That isthe Kansas City office of PMA. 

Secretary Brannan. That is right, sir. 

Senator A1ken. The result was nearly a million dollar loss? 

Secretary Brannan. No, that is not the result. 

Senator Arken. As I understood the officials of the United States 
Warehouse Act, it was a violation of the law for a licensed United 
States warehouse to be issuing some other form of receipts for part of 
the contents of warehouses. If that is true, | wondered why the PMA 
authorized an apparent violation of the law. That is one thing | 
thought you would want to straighten out for the record when you 
came up here. 

Secretary Brannan. LI am prepared to straighten that out, Senator. 

Senator Anperson. Is this authorization of the PMA office in the 
record anywhere ? 

Senator Arken. It was testified-——— 

Senator Anprrson. As to what actually happened? 

The CuatmrMan,. No. 
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Senator Anperson. Just Tanner’s statement / 

The Cuatrman. Just Tanner’s statement. 

Senator Aiken. Yes. He had them anyway. He had the Rocky 
Mount receipts. I do not think there was any question about that. 

Secretary Brannan. The case is simply this 

The Cuainman. Will you proceed to explain it then / 

Senator Arken. I think it ought to be made plain for the committee. 

Secretary Brannan. Tanner had one of his warehouses—-I do not 
remember which one—in New Mexico under the United States Ware 
housing Act. He had some other warehouses under other acts. He 
was buying warehouses. He was adding to his warehouses. He de 

ded to go out from under the United States Warehousing Act and 
therefore he notified us that he was going out from under the United 
States Warehousing Act. and the minute he went out from under the 
United States Warehousing Act he lost the right to issue United 
States warehouse receipts. Therefore he made arrangements, which 
vas the only way in the world it could be done. to surrender his United 
States warehousing receipts—-I mean to get back his United States 
varehousing receipts and issue the normal receipts that he issued in 
the normal course ot business, which all people who were not unde 
the warehousing act issued in the normal course of their business. 

A man from the Kansas City office took the United states ware 
ioOuUsSINgE receipts, either took them or sent them to the bank at Cortez, 
ind there was an exchange of receipts. 

Now as to the law, it is my understanding, Senator—you have had 
i chance to read the law ever since this case as well as I have—I can 
nly give you my understanding as advised by the Solicitor, that 
there is no Federal statutory prohibition against a man who has a 
United States warehouse permit to operate issuing other receipts, but 
there was an order issued and promulgated under the statutory au- 
thority by the Department which prohibited it and which may be con- 
strued to have caused it to be a violation of the law because it was a 
violation of a regulation. But that is about all there is to it. 

Senator Aiken. According to the testimony, the United States 
varehouse inspectors continued to inspect his plants; that there were 
United States warehouse receipts there: that they also found the 
smount of beans which were covered by the United States warehouse 
eceipts, and apparently the Rocky Mount receipts represented the 
beans which had been sold. That is why he evidently was issuing 
receipts of two kinds on the Gallup warehouse, I believe. 

Senator Anperson. Mr. Yohe’s testimony is they can’t do it. He 
says he cannot operate partly licensed and partly not licensed. 

Senator Aiken. That is right. 

Secretary Brannan. Under the regulations? 

Senator Anperson. Under the law. Mr. Yohe said that. 

The Cuarrman. He is head of the Warehousing Act. 

Senator Anperson. Has our attorney looked into it? What is that 
law ¢ 

Mr. Correr. We received the testimony from Mr. Yohe that you 
have just read. He says under the law you cannot do it. 

Senator Anperson. That is right, it is not a Department of Agri 
ture regulation. 
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Senator Arken. The question I though the Secretary would want 
to clear up was why the PMA authorized what, according to the 
officials of the United States Warehouse Division, was a violation of 
the law. Ihave not read the law, Mr. Secretary. 

Secretary Brannan. I do not represent to you that I have inter. 
preted the law correctly at all. The Solicitor has gone out to refres! 
his memory on the law and we will have his opinion. 

Senator Arken. There was testimony the other day that it was 
against the law to have a United States warehouse issue two types of 
receipts as long as it chose to come under the United States Warehous- 
ing Act. According to Mr. Tanner he was given permission to do 
so by the PMA. 

The CuarrmMan. Was any reason given for this switch from United 
States warehousing to State warehousing ? 

Secretary Brannan. Yes; that he was transferring beans from 
Colorado to New Mexico. He was transferring them out of some 
elevators in Colorado down to his elevators in New Mexico. 

The Cuatrman. And those warehouses to which he was transferring 
the beans were not under United States warehousing ? 

Secretary Brannan. I believe he had taken them out, or was in 
the process of taking them out. He was moving them down to New 
Mexico because they would be close to a rail point and would be more 
salable, and he wasn’t selling them well up to the other place. 

Senator Anperson. Mr. Yohe’s testimony might be of interest at 
this point. Mr. Yohe testified (beginning at p. 1577) that the 
warehouse people found that Tanner had a license at five different 
places; that he had the prescribed form of receipts, the Federal 
licensed receipts; that he issued that receipt for a long time. 

And then we found out that something was not quite right around there and 
got into a squabble with him. We had heard there were some receipts issued, 
not our form of receipts. The way we caught it was that examiners came aroun! 
and found a lot of beans around there that were not covered by Federal receipts; 
that on previous examination those beans were all covered by Federal receipts. 
And when we raised the question with him about it, why are all these beans in 
here and not covered by a Federal receipt, he said, “Well, they were covered 
I had issued Federal receipts on them, and when they got to the Commodity 
Credit office at Kansas City they insisted they did not want that Federal receipt, 
they wanted what was known as a Rocky Mountain or nonnegotiable receipt.” 

Will you comment on that in connection with the previous testi- 
mony ? 

Secretary Brannan. Senator, I don’t know. That is Mr. Yohe’s 
testimony or his agent’s testimony 

Senator Anperson. It is Mr. Yohe’s testimony. 

Secretary Brannan. Of the conversation. 

The Cuarrman. He got that from Tanner, did he not? It was not 
from the Commodity Credit ? 

Senator Anperson. All right. Senator Aiken said, “That sounds 
as if the Commodity Credit Corporation directed him to violate the 
United States Warehouse Act.” 

Mr. Yohe said, “I don’t know who did the directing.” 

He subsequently says, “We questioned him, but we have not gotten 
the answer. 

Mr. Cotter said, “Therefore, the evidence in the Tanner case in- 
dicated that most of the beans were never there. They were over in 
another State.” 
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Now that is, of course, the point, that when they switched these 
warehouse receipts, if anybody asked to see the beans, they found the 
beans were not there, and the matter would have been immediately 
discovered on which the Government will lose at least half a million 
dollars. It was the transfer of receipts that led to all the trouble. 
When under the Federal receipt he had the beans. 

Senator Kem. I think we all agree if it is not against the law, it 
ought to be. 

Secretary Brannan. We agree to that, and it is against the De- 
partment’s regulations. 

Senator Kem. Was that all you had in mind, Senator Anderson ? 

Senator Anperson. Yes. But I mean this indicates that the Com- 
nodity Credit office is the one that indicated the switch had to take 
place, and that therefore that starts the loss on the Tanner case. 

- Secretary Brannan. That was Tanner. 

The Carman. That was Tanner's statement, as I remember. 

Senator Anperson. | recognize this is not the testimony of the 
Commodity Credit office. 

The Cnairman. That is right. He said that the Commodity Credit 
did. 

Senator Anperson. That is why I say I hope the attorneys will 
sometime find out who in the Commodity Credit office permitted the 
transfer of these receipts which led to the loss that might have run 
a million dollars. 

Senator Arken. May run a million dollars, you mean. 

Senator ANperson. It runs at least $700,000. 

Secretary Brannan. Senator Anderson, let me just point out to 
you this: That transfer of receipts or no transfer of receipts, Tanner 
was selling off his beans. 

Senator ANpeRsoNn. That is right. 

Secretary Brannan. He could have had them under gold labels 
and it wouldn’t have made any difference. Tanner was selling his 
beans and using them for horses and a lot of other things. The only 
thing you can say about the switch of receipts was that in one sense 
of the word that helped him to perpetuate the deception just a 
slight bit longer. But he had already committed the conversion 
and had lost the money in other enterprises. 

As a matter of fact, part of the money that derived from the wrong- 
ful sale of beans went into warehouses and trucks that were then in 
existence, which we took possession of. 

Senator Anperson. Part of them went to a partner in Texas who, 
so far as I know, has never been prosecuted. 

Secretary BRANNAN. Well, that may be correct, too, but we are on 
that case very actively. 

Senator ANDERSON. I mean it has been known for a year and a half 
he had a partner who was taking the beans and disposing of them 
under an agreement they would split the money. 

Secretary Brannan. He and his brother were indicted. 

Senator Kem. Now, Mr. Secretary, prior to Jure 1951, no inspec- 
tions were made of warehouses with which storage agreements were 
tobe made. Is that correct ? 

Secretary Brannan. Well, we were making spot checks. 

Senator Kem. They were very infrequent, were they not / 
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Secretary Brannan. They were infrequent, yes, sir. 

Senator Kem. For instance, in the case of Arkadelphia, Ark., ware 
house, storage agreement was made with the concern where the phiys 
ical facilities for storing grain were wholly inadequate. Is that not 
correct ¢ 

Secretary Brannan. That is what has proved to be the case. 

Senator Kem. And nobody knew that until months afterwaris, 
after the grain had been stored. Is that not true ? 

Secretary BRANNAN. I am not sure what all the record shows here, 
but, of course, it is apparent that the Dallas office, either Mr. Whit 
or Mr. Solomon, did not follow up upon the information that the) 
had available to them. 

Senator Anperson. Would you allow me to ask a queseion there‘ 

Senator Kem. Just a minute, I want to make this point in that co: 
nection. 

The testimony is that in 1949 Latham White recommended that 
county committees be asked to approve or disapprove warehouse: 
Now, is that not true? 

Secretary Brannan. I am not aware who made the original re 
ommendation, but, as a matter of fact, it is being done. 

Senator Kem. Well, he recommended that in 1949 and here in 1952 
we find that being done. Now, how do you account for the lapse of 
time in the recommendation by Mr. White, which is admittedly 
sound one, and the putting into effect of that recommendation ? 

Secretary Brannan. It was put in effect in January of 1951, Se: 
ator. 

Senator Kem. Are you clear on that ! 

Secretary Brannan. I have just been advised of that. 

Secretary Anperson. On this Dallas office, I was in Dallas a few 
days ago and was advised that you have a crew—if I have the info: 
mation correct, that is—that is going to make investigations of these 
warehouses. Who is in charge of that branch / 

Mr. Geister. In Dallas? 

Senator Anperson. Yes. 

Mr. Geiser. It is all under Mr. Duggan. 

Senator Anperson. Is Mr. Bramlette in charge of it? 

Mr. Getster. I wouldn’t know. 

Senator Anperson. Who would know / 

Mr. Kruse. Mr. Mosley. 

Senator Anperson. Did you know at the time Mr. Bramlette was 
placed in charge of this unit in Dallas that he was the man who made 
the Arkadelphia investigation and recommended the Arkadelphia 
warehouse facilities against the objections of other people? Is not 
Mr. Bramlette the man who made the Arkadelphia investigation / 

Mr. Geister. Mr. Bramlette is the man that made the inspection 
with Arkadelphia. 

Senator Anperson. He made the deal with them, did he not? 

Mr. Getster. That was not my understanding of it. 

Senator Anperson. Did he not take the financial statement which 
showed only $600 in money and approved the transaction at Arka- 
delphia ? 

Senator Kem. Had not we better get to that with Mr. Kruse? 





STORAGE AND PROCESSING ACTIVITIES OF CCC 1947 


Senator ANpeRson. I suppose so, but there was a little stir at Dallas 
over the fact he had been the individual who had been found to take 
the hundred-dollar gift certificate and translate it into a suit of clothes, 
and now he has been placed in charge of the inspection of these facili- 
ties down there. 

Senator Arken. Can we find out whether that information is cor- 
rect or not, so that it can be placed in the record? I think it should 
be about at this point in the record. 

Senator Anprerson. I think the Department could advise us whether 
Mr. Bramlette has been placed in that activity in the last 2 weeks. The 
Dallas office is hot enough right now. 

Senator Kem. Mr. Secretary, I am confused as to when you started 
these inspections of warehouses. I understood you testified a few 
minutes ago that was June 1951. 

Secretary Brannan. You are talking about inspections of ware- 
houses after grain is put in them. 

Senator Kem. No; before. I am talking about preliminary 
inspection. 

Secretary Brannan. Preliminary inspections by PMA committees 
started in January of 1951. 

Senator Kem. And not in June 1951? 

Secretary Brannan. That is right. 

Senator Kem. I see; and the recommendation was made by Lathan: 
White in 1949; is that right? 

Secretary Brannan. That is what Mr. White says. There is no 
record of that recommendation at all around the shop. 

Senator Kem. Whose responsibility was it to determine the policy 
with respect to these preliminary inspections of warehouses ¢ 

Secretary Brannan. Well, I assume it is my responsibility through 
the staff in the Department. 

Senator Kem. Now, is it correct, as was testified in the Dallas office, 
there was sometimes a lapse of as much as 8 months after a loading 
order had been placed with the warehouse before the Compliance and 
Investigation was called in? 

Secretary Brannan. That is the unfortunate record and that is why 
we have made personnel changes there. 

Senator Kem. Whose responsibility was it to set up procedure in 
which loading orders would be properly policed ? 

Secretary Brannan. I assume the Secretary by and through his 
staff for those purposes. 

Senator Kem. Do you feel that responsibility was properly 
discharged ? 

Secretary Brannan. Well, I think, if they had complied with the 
instructions, we would have discovered the already existing conver- 
sions earlier, but I do not believe that we would have very materially 
interfered with the conversions because those people were on the way 
to make their fortune—at least, they thought they were. 

Senator Kem. What have you done in addition to what you testified 
to toward locking the door after the horse has been stolen in that 
respect’ What have you done to remedy this condition ? 

Secretary Brannan. I have put the statement in the record. 

Senator Kem. Nothing besides that. Is that right? 

Secretary Brannan. I 
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Senator Kem. In other words, the remedial steps that you have 
taken are all set out in your previous testimony in that respect ¢ 

Secretary Brannan. We have stated them. 

Senator Kem. Is it correct, as testified, that loading orders were 
issued for as much as four times the quantity of grain desired loaded ! 

Secretary Brannan. I don’t think that is correct at all and I don’ 
understand the purport of the question. 

Senator Kem. I will repeat it. Is it correct, as testified, that loading 
orders were issued for as much as four times the quantity of grai 
desired loaded ¢ 

Secretary Brannan. Well, Senator, you say “as testified.” 

Senator Kem. Yes. Would you like to know who testified to it’ 

Secretary Brannan. Yes, I would like to know who testified to it. 

Senator Kem. Latham White and Harry Solomon. 

Secretary Brannan. I don’t think the record shows we are in agree 
ment with Latham White and Harry Solomon. 

Senator Kem. Were you in agreement that did or did not take 
place, or do you know anything about it? 

Secretary Brannan. They were the people who issued them, Sena 
tor. 

Senator Kem. In other words, you undertake to say that testimony 
was not correct ‘ 

Secretary Brannan. I don’t undertake to say the testimony was not 
correct, but I undertake to say that the procedure was not a valid 
procedure. 

Senator Kem. Whose responsibility was it ¢ 

Secretary BRANNAN. I suppose it was mine through the staff. 

Senator Kem. Would you consider this an efficient way of doing 
business ¢ 

Secretary Brannan. No, sir; and that is the reason we removed the 
two people. 

Senator Kem. Who is responsible for providing procedures under 
which the various commodity offices conduct the business of the 
Department / 

Secretary BrRanNan. The Secretary through his staff for those pu 
poses. 

Senator Kem. Is it the policy of the Department, as the evidence 
tends to show, to rely solely upon the warehousemen’s responsibility 
to protect commodities which the Department knows are going out of 
condition ? 

Secretary Brannan. I don’t think that question makes any sense. 

can’t understand it. 

Senator Kem. All right, I will repeat it. 

Secretary Brannan. You ought to reframe it. 

Senator Kem. No, I am satisfied with the framing. You are a very 
clever man and I think if you listen to the question you will be able 
to understand it. 

Secretary Brannan. Thank you. 

Senator Kem. Is it the policy of the Department, as the evidence 
tends to show, to rely solely upon the warehouseman’s responsibility 
to protect commodities which the Department knows are going out of 
condition ? 
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Secretary Brannan. Senator, first of all, let’s get it straight: | 
don’t think that is the policy and I don’t know or agree that the evi 
dence tends to show that. 

Senator Kem. Well now, Commodity 

Secretary Brannan. Look, you asked me a question. 

The CuHatrMan. Just a moment. 

Secretary Brannan. Let me answer you, or try to. 

Senator Kem. Certainly. 

Secretary Brannan. | want first to make it clear I do not agree 
you made a correct statement of our policy. Secondly, 1 don’t know 
whether the evidence tends to show any such thing. And it just 
seems to me to be completely impossible for anybody to answer that 
question. 

Senator Kem. In the Roberts Seed matter, according to the testi 
mony, the warehouse notified not only the commodity office but the 
State and county PMA offices as well, beginning on March 20, 1950, 
that he had no room to turn the grain, it was going out of condition. 
and they failed to issve loading orders to Portales warehouse until 
June 1950, and on the Clovis warehouse until September 12, 1950, al 
most 6 months after notice. Is that correct ? 

Secretary BRaNNAN. I am not sure that is correct, but if it is cor 
rect, it is wrong. That was done, if I remember correctly, in the 
Dallas office, and we tried to correct the problem there with personnel 
shifts. 

Senator Kem. In Arkadelphia, according to the testimony, the 
Commodity Credit entered into a contract with a company newly 
formed and inadequately financed. The manager was the only one 
of the company with grain-storage experience. The facilities con 
sisted of an old mill. Commodity Credit overloaded the bins so that 
the grain could not be turned. Inspection of the grain on October 4, 
1950, showed it to be going out of condition, and no grain was loaded 
out until January 18,1951. The grain was not completely loaded out 
until November 9, 1951. That was the situation in that case accord 
ing to the testimony. Would you consider that a sound practice ¢ 

Secretary Brannan. No. I did not and | attempted to rectify it. 

Senator Kem. When ? 

Secretary BRANNAN. By the removal of White and Solomon and the 
reorganization of the office down there. 

Senator Kt M. And these changes in procedure, some of which have 
been instituted after these bearings began—is that correct / 

Secretary Brannan. The changes in the procedure, those which 
have been instituted before the proceedings began, couple 1 with those 

hich by contractual arrangement could not have been instituted until 
after the proceedings began—I do not think, Senator, it is such an aw 
fully important point as to beginning them with relationship to these 
proceedings. 

Senator Kem. Is it not an important point to be sure that in the 
indling of several billion dollars of the public money sound pro 
cedures are being followed ¢ 

Secretary Brannan. That is right, and I think the evidence clearly 
shows that sound procedures have been. 

Senator Kem. Well, let’s not prejudge the case. Let's go on. Per 
haps you will change your mind as we proceed. 
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In the Tanner case. to which reference has been made, the com- 
modity office failed to discover the shortage until about November 1950, 
although the inspections began in May 1949. Is that correct? 

Secretary Brannan. Senator, the possibility of my carrying al! 
these dates, of course, is—— 

Senator Kem. Do you want to refresh your recollection ? 

Secretary Brannan. All right. Give me the sentence again. 

Senator Kem. I am asking you about the Tanner case, where tl 
Commodity Credit Corporation failed to discover the shortage unt 
about November 1950, although inspections began in May 1949. Nov 
as I understand what occurred was that they would go out to inspect 
Tanner’s warehouses in Colorado and he would say the beans were 
down in New Mexico, and when they went down to New Mexico he 
would say they were up in Colorado. And the matter was neve: 
brought to ahead. Is that a correct statement of the facts? 

Secretary Brannan. Tanner resorted toa series of devices to deceive 
the Government about his discharge of his responsibilities as a ware- 
houseman and did violate his contract with his Government and vio- 
lated the law by selling the beans off. There is not any question about 
him. 

Senator Kem. And the inspections there were made in May 1949 
did not disclose the facts. That is true; is it not? 

Secretary Brannan. We did not catch up with it until, I think, 
sometime in January. 

Mr. Kruse. January 4 is when we requested investigation. 

The Cuarmman. 1951? 

Mr. Kruse. Yes. 

Secretary Brannan. January 4, 1951. 

Senator Kem. That was over a year and a half after you made your 
inspection in May 1949; was it not ? 

Secretary BRANNAN. Yes, sir; but there is no evidence I am aware 
of— 

Senator Kem. Whose responsibility was it to see that inspections 
of that kind were made more effective than this? 

Secretary Brannan. Senator, it is not clear when all of the con- 
versions took place. There were a running line of conversions, and 
apparently both of private individuals’ beans and publicly owned 
beans. There was also the matter, as you know, of these beans belong- 
ing to the farmers until the loan arrangement expired. So it is very 
apparent that part of this conversion took place when these beans were 
still the beans of private individuals. 

Senator Kem. Do you feel that the inspections that have been set 
up under your revised procedures will be more effective ? 

Secretary Brannan. I do. But I also feel that if we could have 
adequately stepped up our operations before this time we would have 
apprehended some of these conversions earlier. 

Senator Kem. Whose responsibility was it to see that you were ade- 
quately staffed ? 

Secretary Brannan. It was our responsibility to ask for the funds 
to do the adequate staffing. 

Senator Kem. Did you do so? 

Secretary Brannan. We talked about that a while ago, and my 
recollection is that the record will be very adequate on that point. 


] 
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Senator Kem. You pointed out the lack of inspection service to the 
Appropriations Committee? Is that your testimony ? 

Secretary Brannan. We pointed out the need of staff and the need 
for inspections and for additional funds, and of the need for addi- 
tional inspectors under the Warehousing Act. 

Senator Kem. Now is it correct, as was testified in regard to the 
\. M. Harris grain case, that the Commodity Credit Corporation en- 
tered into storage agreements with warehousemen who did not have 
adequate facilities for weighing and grading the grain ? 

Secretary Brannan. That appears now to have been part of the 
explanation for any shortage which occurred in the V. M. Harris case. 
The responsibility for having weighing scales, and so forth, is the 
responsibility of the elevator operator and is for his own protection. 
{nd if he does not want to protect himself, if he wants to give us a 
receipt for twice as much grain as he received, it seems to me that 
is his business, not ours. 

Senator Kem. Is it not your business when the shortage runs up to 
half a million dollars and you have only $250 bond ? 

Secretary Brannan. $225,000 bond, if you are talking about the 
Harris case. And this man has private assets which more than ade- 
quately cover the balance. 

Senator Kem. Do you not think in those circumstances you should 
have made it your business ? 

Secretary BrRanNaN. Made it our business to make him weigh in his 
grain ¢ 

Senator Kem. Exactly. 

Secretary Brannan. No. He gave us a receipt for the grain we 
thought was sent to him. 

Senator Kem. And under those circumstances you did not and do 
not think you should inform yourselves as to whether his facilities were 
adequate ? 

Secretary Brannan. Well, he relied on the railroads’ weighing 
facilities. ‘That is done in many cases. In other cases people are 
not willing to accept the railroads’ weighing facilities, and they have 
their own. 

Senator Kem. Well, if he had no scales of his own, he would be in 
no position to make a claim against the railroads, would he? 

Secretary Brannan. Well, that is a matter the courts are going to 
decide, because he has already sued. 

Senator Kem. Would you be surprised if he was able to establish a 
claim under the circumstances ? 

Secretary Brannan. I think he will establish a claim under the 
circumstances for part of it. But that is only a horseback opinion. 
[ hope I don’t prejudice the judge. 

Senator Kem. You are not surprised when under those circum- 
stances warehouses turn up short? 

Secretary Brannan. Well, it is not a case of being surprised or not 
surprised, Senator Kem. 

Senator Kem. Have you corrected that by remedial regulations, 
directions, and instructions ¢ 

Secretary Brannan. Well, we are trying to see that adequate facili- 
ties are available; but I do not think that we would insist on every 
man having his own scales. If he has got adequate scales in the 
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neighborhood to weigh in, I think that we would be willing to approy, 
him. 

Senator Kem. It should be the business of the Commodity Cred 
Corporation to be sure the warehousemen they were dealing with had 
adequate scales available somewhere, somehow, would it not ¢ 

Secretary Brannan. That is right, and so did Harris. 

Senator Kem. Well, he did not have, did he? He had no scales 
Is that right ¢ 

Secretary Brannan. That is right. And you remember, Senator. 
that at this period of time a thoroughly adequate warehouse was out 
of the question. You could not find them in the country. Othe: 
wise we would not have been loading up 30 vessels in the Hudso 
River with grain if there were adequate warehousing space, and w 
wouldn't have resorted to some of the other types of storage that w 
resorted to. This was not a grain-storage facility at all. They p 
this grain in flat storage in reconverted barracks in some cases. 

Senator Kem. But that situation has been met by your revised regu 
lations; is that true? 

Secretary Brannan. No. We don't have to ask anybody to impr 
vise storage for us at this time because we don’t have that much graii 

Senator Kem. I mean your instructions now are to ascertain that 
the warehouse with whom you are dealing has adequate facilities for 
weighing? 

Secretary Brannan. Yes. You see, that was true before, Senator 
But in an abnormal situation we were not looking for typically good 
warehouses; we were looking for some place to put grain under cover. 

Senator Kem. Was any representation made to Mr. Harris for his 


own protection and for your protection that he should see he had 


adequate weighing facilities ¢ 

Secretary Brannan. I think it would have been entirely out of 
place for us to tell Harris how to run a grain business. He has been 
in it for 40 years. 

Senator Kem. I understood you to say now that under the same o1 
similar circumstances you would do that ? 

Secretary Brannan. In what we call normal times now, we can bi 
selective about the kind of elevators and storage space we use. 

Senator Kem. You would not hesitate now to tell Mr. Harris ho 
to run his business in that respect ¢ 

Secretary Brannan. I would say, if Harris still wanted to rely o 
the railroad scales and was willing to give us a receipt for all that w 
said tve were delivering to him, and there was adequate bond, that if 
he wanted to use the railroad company’s scales, he could go ahead and 
use them. 

The Cuamman. Mr. Secretary, in that connection, who was like 
to lose if there was no scales at the receiving facilities—Mr. Harris / 

Secretary Brannan. Mr. Harris, and Mr. Harris only. 

The Cuatrman. As I understand, you shipped or the Commodit 
Credit shipped from a certain storage place so many bushels. 

Secretary Brannan. And weighed it out carefully. 

The Cuamman. And weighed it out at the shipping point. It was 
up to Mr. Harris, for his own protection, to see that the weight v 
gave him corresponded with what he received ? 

Secretary Brannan. That is right. 
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The Cnairman. If there was a difference, it was up to him to so 
notify the CCC. If he did not take that precaution and there was 
any loss, it was his loss? 

Secretary Brannan. That is right, sir. 

Senator Anperson. Actually he did get the amounts that the Com 
modity Credit said they delivered, did he not, from the railroad com- 
pany ¢ 

The Cuatrman. That is the question, Senator. 

Senator Anprerson. And the difficulty came when he tried to ship 
out ¢ 

Mr. Geisier. There is a question about that. 

Senator Anperson. I thought he admitted he got the amount Com 
modity Credit shipped and when he tried to ship it out the railroad 
company measured it wrong. 

Secretary Brannan. No. He had broken cars involved. 

Senator Anperson. May I ask one question there? The facility 
actually of Harris Co. is no different from the average country eleva- 
tor in that respect, is it ? 

Secretary Brannan. That is right. 

Senator ANnperson. Nearly every country elevator in the country 
has to depend on the railroad scales, do they not ? 

Secretary Brannan. That is right. 

Senator Anperson. And has to depend on the railroad for weighing? 

Secretary Brannan. Yes. 

Senator Kem. They do not handle in such large quantities ? 

Senator Anperson. Yes. 

Senator Arxen. I am wondering one thing in connection with stor- 
age. Do you find the steel bins satisfactory / 

I just received some pictures. Here is one picture. There is over 
a hundred in that one picture that have all gone to pieces. 

Senator Anperson. Caused by the flood / 

Senator Arken. By the flood. 

Senator Anperson. I saw a lot of them standing in Iowa, Indiana 
and they were all doing all right. 

Senator Arken. I understand they hold something like 1,700 bushels 
apiece. That is 200,000 bushels in that picture alone. 

Secretary Brannan. Yes. 

Senator Arken. I do not know whether I am correct or not. TI un 
derstand from a letter I got this noon it is being sold for 47 cents a 
bushel. Is that about right? I thought that was a good price for it. 

Mr. Geisier. They put a varying price depending on the degree of 
damage. 

Senator Aiken. Yes. But I was wondering how these steel bins had 
turned out. 

The Cuarrman. I presume after the corn or the grain gets wet it 
expands, does it not ? 

Secretary Brannan. That is right. 

The Cuarrman. And that is what caused this? 

Senator Aiken. I happened to get them: from someone and just 
barely read the letter, which said at the time there was an acute short- 
age and they offered to build concrete storage and it was turned down. 
That was when Lee Smith was heading up the Grain Branch. 

Secretarv Brannan. Senator. there is no clear evidence that con- 
crete would not have broken when the corn got wet and expanded. 
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Senator Aiken. I do not know. I am not telling you, I am asking 
you. 

Senator Anperson. The experience at Kansas City last year is 
perfectly good example.. The concrete went down with everythin, 
else. 

Senator Aiken. It went down too. That is what I wanted to fi 
out. 

Senator Anperson. In anybody’s judgment, it looks better after t! 
flood than before. 

Senator Arken. Naturally. 

Secretary Brannan. Senator Anderson, I do not think you hear 
this morning that when we got to questioning about why the bi 
were in certain locations, we found our people had gone to the trou 
ble of asking the Army whether they were in flood areas. 

Senator Anperson. I did hear that testimony, and I think it is al! 
the reasonable precaution anybody could take. 

Secretary Brannan. They said these were in areas which would 
only be flooded once in a hundred years, and we took the risk of put 
ting it there so as not to have to go back up on the bluff and haul the 
grain back and forth. 

Senator Kem. Mr. Secretary, there has been a good deal said here 
about the overpayment of some $84,000 to V. M. Harris after the 
shortage was discovered in his case. How about the overpayment in 
the Arkadelphia case of $4,863.75 to warehouseman through error 
after it was known that the Commodity Credit Corporation would 
have a large claim against the warehouseman ? 

Secretary Brannan. Senator, that is one of those bookkeeping 
things that slip up once in a while. Again I say, we have tried to rev 
tify the problem in the Dallas area by the changes in personnel. 

Senator Kem. When did you know of that overpayment / 

Secretary Brannan. I am very frank to tell you I don’t remember. 
It was brought to our attention in the General Accounting Office re 
port taken from our field office examination. 

Senator Kem. When did you receive that General Accounting Office 
report ! 

Secretary Brannan. Isn't that the one that Senator Aiken put in 
the record ? 

Senator Arken. I never put any in. 

Senator Kem. You did not have it until then ? 

Secretary Brannan. The General Accounting Office report. 

The Cuarmman. January? 

Senator Arken. That I put in the record? 

Secretary Brannan. Excuse me. 

Senator Arxen. I don’t think I did. 

Secretary Brannan. The one in which they named all the individ 
uals, many of whom were not responsible. 

Senator Arken. I may have, but I don’t recall. 

Senator Kem. What remedial or disciplinary action did you take 
when you learned of overpayment ? 

Secretary Brannan. Reorganization, the removal of the two top 
men in the Dallas office and reorganization of the office. 

Senator Kem. Did you do anything about the man who made the 
payment ¢ 





STORAGE AND PROCESSING ACTIVITIES OF CCC 1955 


Secretary Brannan. No, sir. 

Senator Kem. How about the overpayment in the case of the King- 
ston Farmers Exchange in the Chicago commodity office where the 
payment was a small one? 

Secretary Brannan. You see, some of those are made on the basis 
of misrepresentation by the owner of the elevator and they get away 
with it—a temporary misrepresentation. That is all. 

Senator Kem. In the light of the remedial action you have taken, 
do you feel that overpayments of that kind will be guarded against in 
the future ¢ 

Secretary Brannan. Yes; but I don’t try to represent to this com- 
mittee or anybody else that they are eliminated forever. 

Senator Kem. Do you feel that you have done all that you possibly 
can do to prevent them occurring ¢ 

Secretary BrRanNAN. Senator, I will be most happy to have anyone’s 
suggestion on this committee as to how we can do anything further. 

Senator Kem. Perhaps we will give you the benefit of some 
suggestions. 

n view of your testimony that the bond requirement has been 
raised from 5 cents, as it was previously, do you feel that the new 
regulations that you promulgated will insure adequate bonds in each 
case ¢ 

Secretary Brannan. Well, Senator, we think the 6 and 12 percent 
of the value of the commodity to be stored is a reasonable bond. 

Senator Kem. And you agree now that 5 cents was an unreasonable 
amount in view of the present price of the commodity, do you not? 

Secretary Brannan. The price of the commodity is not the criteria, 
Senator. It is really the support loan—the support level. Excuse me. 

Senator Kem. In view of the high support level? 

Secretary Brannan. It has not advanced much over the period of 
the last 3 or 4 years, probably somewhere from $2.12 to $2.20. 

Senator Kem. Is it not true it was about 60 cents; the ceiling was 
60 cents when the requirement was placed at 5 cents a bushel ? 

Secretary Brannan. The ceiling? 

Senator Kem. Yes. 

Secretary Brannan. We have never administered ceilings, Senator. 
I do not know what that refers to. 

Senator Arken. You mean supports, do you not ? 

Senator Kem. Supports; yes. 

Secretary Brannan. I am sorry, I do not know. 

Senator Kem. I think that is testimony in the record. 

Now, we have already gone into the Midwest case about the fact 
there was no capital paid in when the Commodity Credit Corporation 
made the storage agreement—that no financial statement was found in 
the files. 

There is one other situation in connection with Midwest that is 
unusual and I would like to ask you about it. As I understand it, the 
regulations permitted a guaranty to be made to a warehouseman where 
he was a usual and customary channel of trade. 

Now, in this case we have a corporation which organized for the 
purpose of making this contract where no capital had been paid in, 
which had not previously engaged in the trade. Would you consider 
that a guaranty of the amount that was to be made available to the 
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warehouseman was a compliance with your regulation which restricted 
such agreements to cases where the warehouseman was a usual and 
customary channel of trade? 

Secretary Brannan. Well, Senator, remember this: That the rea 
son we added on the guaranty, the use guaranty amendments to about 
400 contracts, was in order to induce some person to rebuild, to build 
or rebuild, some type of grain storage facile and make it available 
to us. 

I cannot imagine anybody expending thirty, forty, fifty, sixty, 
thousand dollars, as many of these people did, to recondition build 
ings, which is the case in the Midwest and other one—— 

Senator Kem. I understand that. 

Secretary Brannan. Without some guaranty he was going to get 
grain. 

Senator Kem. I understand that, Mr. Secretary, very well. But 
you fail to understand or respond to my question. 

Your instructions were, your regulations were, that these guar- 
anties should be only given to warehouses which were a usual and 
customary channel of trade. Now I am asking you, Do you consider 
Midwest Co. a usual and customary channel of trade ¢ 

Secretary Brannan. Senator, I respectfully submit you have got 
our instructions wrong. 

Senator Kem. Well now, let’s see. In the interest of time we will 
refer to those instructions later, Mr. Secretary. 

Secretary BRANNAN. Fine. 

Senator Kem. In the case of Kingston Farmers Exchange, the test:- 
mony before the committee shows that although Commodity Credit 
entered into a storage agreement on January 23, 1948, with a ware- 
houseman, no financial statement was required until September 30, 
1951; although the warehouseman incorporated on July 30, 1948, no 
change was made in his contract with Commodity Credit to show this 
fact until July 1, 1950; that the warehouseman converted the grain; 
that on November 6, 1950, he advised Commodity Credit he could not 
fill a loading order, and the order was canceled ; that on June 27, 1951, 
a second loading order was issued by mistake for the same wheat plus 
some additional wheat taken over in the meantime; and that pro- 
visional storage charge was paid by mistake after the shortage was 
known; that the Chicago Commodity Credit office recommended 
criminal action, later recommended no criminal action be taken, and 
still later again recommended criminal action, 

Was the testimony on this case before the committee correct? And, 
if so, would you say that the Commodity Credit knew what it was 
doing in handling this contract ? 

Secretary Brannan. Well, Senator, you have referred now to a 
case which is quite an old one. 

Senator, the only thing I am trying—TI mean the one thing I think 
is pertinent about the question is the referral or nonreferral to the 
United States attorney’s office. It is my understanding that the case 
was referred to the United States attorney’s office and that the people 
were indicted. I am not sure what disposition was made of it. As 
soon as we became aware of the case, this file shows that we initiated 
investigation and referred the case to the United States Attorney when 
we had enough information. We made a demand on the bonding 
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company for payment, which in this case involved $6,000, if I remember 
correctly. 

Senator Kem. You feel that you have a good case, er you? 

Secretary Brannan. Iam not a judge of that, 

Senator Kem. You must have found—— 

Secretary Brannan. 1 think the United States attorney must feel 
so or he would not have brought it into court. 

Senator Kem. How do you account for the fact that after having 
once recommended criminal action the Commodity office later recom- 
mended that no criminal action be taken / 

Secretary Brannan. Our records do not disclose that, Senator. If 
you refer me to the sources of that information, it might be helpful. 

Senator Kem. | think the source is page 1841 of the record, if we 
can get that out. 

Secretary Brannan. Do you know anything about that? 

Mr. Hunter. No, I do not. 

Secretary Brannan. It is my understanding at one time one of 
the administrative people reached the conclusion that the case ought 
not to be prosecuted, but that was not acted upon. The regional 
attorney did not agree with him, and it was forwarded to the United 
States attorney and it has been prosecuted. And that is all there is to 
it. Wedo not all agree on every step. 

Senator Kem. You do not know what the explanation was about 
the change ¢ 

Secretary BRANNAN. There wasn’t any change. There was a differ- 
ence of recommendations, and we acted upon the recommendation to 
refer it. 

Senator Kem. The testimony seems to be that the Chicago Com- 
modity office recommended criminal action, later recommended that 
no criminal action, and still later again recommended criminal action. 
Now do you have any explanation of that wavering recommendation ¢ 

Secretary BRANNAN. Surely Mr. Bradley has got a right to express 
his opinion about a case, and we want his opinion about a case. But 
if you read on in the record, I am sure, Senator, you will find that we 
did refer the case to the United States district attorney, and that has 
been prosecuted. 

Senator Kem. How do you account for the fact that after the con- 
version occurred, after it was known to exist, that a second loading 
order was issued ¢ 

Secretary Brannan. Well, sure, we issue loading orders all the 
time. The fact that he did not have, could not fulfill immediately, 
did not preclude us from issuing it out. Maybe we did it to make a 
record completely clear. We might have issued the second loading 
order for the balance of all the grain we thought we had in there so 
that the record about delivery would be entirely clear. 

Senator Kem. Do you keep on ordinarily giving a man a chance to 
make a delivery if he fails to comply with one ‘loading order, just 
keep giving him one until he gets hold of the grain and | complies / 

Secretary Brannan. Well, sir, the issuance of our loading orders 
does not bear on that point at all. It is a question of whether or not 
you go in and investigate and take the other kinds of steps necessary 
to recover any loss. That is the important thing. We may issue 
several loading orders to the fellow. 
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Senator Kem. Have you got any record there of the case of Rober 
Enterprises, Inc. Would you refer to that ? 

Secretary Brannan. Yes. 

Senator Kem. I would like to ask you if this is a fair summary 0! 
the testimony before the committee with respect to Roberts Ente: 
prises, Inc. : 

Commodity Credit had contracts with two companies covering thie 
same storage facility. Roberts Enterprises had practically no asset- 
gave a bond of only $10,000, although the regulations required a bon 
of $130,000. Loading order was issued January 19,1951. Two weeks 
after, inspection showed the corn hot, weevily, crusted, and so bad! 
rodent-infested that women employed in adjacent buildings threatened 
to leave theiremployment. June 6, 1951, the corn still in store was » 
infested with the bugs they were getting into employees’ clothing and 
lunches. Loading out was completed October 29, 1951, leaving the 
Government at a loss of $350,605.92, less what it might recover fri 
Roberts Enterprises’ assets of only $400 and its $10,000 bond. No 
financial statement had been required and, in fact, Chicago office polic\ 
from May 1949 to June 30, 1951, was not to require financial statements. 

My question to you, Mr. Secretary, is, Is that a fair summary of the 
testimony received by this committee? 

Secretary BRANNAN. I have not read the testimony received by this 
committee on that point. 

Senator Kem. Assuming— 

Secretary Brannan. I have read a lot of it, but I do not happen to 
have read that one. 

Senator Kem. Assuming it is a fair summary of the testimony, is it 
your belief the interests of the Government were adequately protected / 

Secretary Brannan. Senator, until I can read the testimony and 
become advised personally about it, I just cannot pass judgment on it. 

Senator Kem. You would not care to comment on the summary that 
I read to you? 

Secretary BRANNAN. No. As far as I understand, this is not eve 
a conversion case I haven’t yet been able to identify it correctly. 

Senator Kem. No, but it is a case in which the Government ap 
parently lost $350,000, and the assets of the company, which furnished 
no financial statement, were $400. 

Senator AnpersoNn. Is that Roberts Seed ? 

Senator Kem. Roberts Enterprises, Inc. It is in the Chicago office. 
Do they operate in New Mexico? 

Senator ANnprRsoNn. Yes. 

Mr. Kruse. The only Roberts I know of is located in New Mexico 
and Texas. 

Senator Kem. This is Roberts Enterprises, Inc. 

The CuatrMan. Where is that located, Senator / 

Senator Kem. I do not know. 

Mr. Correr. Illinois. It is not listed as a conversion case. 

Senator Kem. A loss of $350,000; not a conversion. 

Senator Arken. You mean $400,000 deterioration ? 

Senator Kem. $350,000. According to the testimony before the 
committee the assets are $400 and the bond is $10,000. 

Senator ArkeNn. Have we received a list of deterioration cases yet ‘ 
We asked for the list of conversions and suspected conversions ani 
also the amount lost through deterioration. 
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Senator Kem. That case appears at page 1847 in the record. Would 
somebody look it up and see where they operate / 

Secretary BRANNAN. It must be under some other identification. 

Senator ArKen. Mr. Secretary, how do you think the loss from de- 
terioration would compare with the amount of conversions ! 

Secretary Brannan. Senator, I think it would be quite small. The 
= kade +I phis 1 case is probably the most severe one we have. The Har- 

‘is case 1s another one, but generally speaking 

The Cuamman. How about the Cargill case? 

Mr. Correr. At Norris City. 

The Cuamman. At Norris City. Will that be much of a loss? 

Secretary Brannan. I will have to look at that. 

Senator Kem. That is a case where the warehouseman received a 
very large profit—where he was paid twice for storing the same grain. 

The CHamman. Yes. 

Senator Kem. We will get to that in a few minutes. 

I will read you, Mr. Secretary, what the testimony 

The Cuairrman. Who is the witness? 

Senator Kem. Mr. Cotter made a statement about this case. He 
said : 

Let’s take up the Roberts Enterprises, Inc. 

To hurry things up, I am just going to read a summary. This is a case which 
was investigated by the General Accounting Office and the material furnished to 
this committee. 

“Chicago commodity office entered into storage contract with financially respon- 
sible firm, Interlake Industry, Inc., but subsequently canceled in favor of a firm, 
Roberts Enterprises, Inc., which had practically no assets and accepted bond of 
only $10,000 when regulation required $130,000. Commodity Credit Corporation 
failed twice in an attempt to execute the new contract with Roberts and failed 
to inspect stored grain after being apprised of change in management of Roberts 
Enterprises. No inspection was made at all until January 5, 1951, when Boberski 
and others visited the warehouse upon the request of the warehouseman. Corn 
found to be hot and heavily infested with weevils, that crust had formed thereon, 
and that rodent infestation was such that women employed in adjacent buildings 
threatened to leave their employment. Loading-out orders were issued Janu- 
ary 19, 1951. On June 6, 1951, Commodity received complaint that bugs from 
stored corn were getting into employees’ clothing and lunches. Loading-out 
operations were completed on October 29, 1951. The warehouseman failed to 
properly fumigate, turn, and condition the stored corn, although Commodity paid 
storage and handling charges of $126,889.07 in less than 1 year. Quality defi- 
ciency on 890,366 bushels and shortage on 50,590 bushels resulted in net loss to 
Government of $350,605.92. 

“Chicago regional attorney has been unable to collect Roberts’ $10,000 bond 
to date and states chances of recovery of Government loss appear remote due 
to changes in ownership of cormoration involved and the fact that Roberts Enter- 
prises, Inc., now has assets totaling only $400.” 

Mr. Smith, could you tell us why you entered into a contract with Roberts 
Enterprises when you already had a contract with Interlake covering the same 
facilities at the same time and Interlake appeared to be a reliable firm? 

Mr. Smiru. Why, I was not with the office at that time. 

Mr. Correr. Who can answer this question? 

Mr. Soir. I would rather one of the other men take it. 

Mr. Correr. Who can answer this question? 

Mr. Braptey. I think, Mr. Cotter, that I can answer that partially at least. 
At that time Mr. Donald E. Smith was assistant director in the office and carried 
on most of these negotiations with Roberts Enterprises. 

As I recall the case—and this is primarily from memory of what happened 
quite some time ago—the storage situation was such that they had to use this 
facility, and Interlake had started to take over the facility and enter into a 
contract with us and they made the contract with us. 








1960 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Later, for some reason which I do not think we have any information on 
later, after they had signed this contract, they decided that they did not wan 
to go through with the storage of grain for some reason or another. I do not 
know that reason. The result was that we had no facility in that area to tak 
delivery of farmers’ grain because under the storage contract they are not 
required to store any grain at all for us, 

Mr. Correr. Who is not required? 

Mr. Brapiey. No one who signed a contract with us is required to store ; 
single bushel of grain for our account. It is only a contract-—— 

Mr. Correr. But that is not in answer to the question. You had two contracts 
under this on the same facility, and from the record it would appear that yor 
did not know that, or you would have canceled one. 

Mr. Brapiey. We knew it. I am sure of that, that there were contracts with 
this other group. The fact that it was not canceled immediately—I do not 
know what the answer is on that. 

Mr. Correrk. Well, now, I think that Interlake had a financial statement or 
submitted a statement of net worth as to $400,000. Is that right? 

Mr. Braptey. I cannot vouch for that. 

Then they go on showing that Roberts Enterprises had a net wort) 
of $400 and $10,000 and the bond should have been $130,000. 

My question to you, without going into more detail, Mr. Secretary, 
is that assuming the facts stated in the testimony are correct, would 
you say that the interests of the Government were properly pro 
tected ¢ 

Secretary BRanNANn. It would look from what you have read, Sena 
tor, that there probably were some deficiencies in the operation with 
respect to that. Somebody apparently 

Senator Kem. Has that case been investigated and responsibility 
fixed ? 

Secretary Brannan. Our record indicates an investigation 
progress on it. 

Senator Kem. In progress now ? 

Secretary Brannan. Yes. 

The Cuamman. Gentlemen, I wonder if this would not be a good 
place to suspend. There is a vote to take place on the Lehman sub 
stitute, and since it is now 4:15 and it may take us a half hour more 
before the vote is over, may I suggest that we recess until 10 o’clock 
tomorrow morning. 

Without objection, it is so ordered. 

(Thereupon, at 4:15 p. m., the committee recessed until 10 a. m. 
the following day, Thursday, May 22, 1952.) 





INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


THURSDAY, MAY 22, 1952 


Unrrep STATES SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, i, €.. 

The committee met, pursuant to adjournment, at 10:05 a. m. in 
room 324, Senate Office Building, Senator Allen J. Ellender (chair 
man) presiding. 

Present: Senators Ellender (chairman), Johnston, Aiken, Young, 
and Kem. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The Cuairman. The committee will please be in order. 

We shall continue these hearings with Mr. Brannan, Secretary of 
Agriculture, as the witness. Senator Kem was engaged in cross-ex- 
amining him yesterday. Do you want to continue this morning, Sen- 
ator Kem ¢ 

Senator Kem. Yes; but I would prefer to have it called examining 
him. 

The Cuairman. Well, it is really cross-examination. It does not 
make any difference. 


TESTIMONY OF HON. CHARLES F. BRANNAN, SECRETARY OF AGRI- 
CULTURE, ACCOMPANIED BY GUS F. GEISSLER, ADMINISTRATOR, 
PMA, AND ELMER F. KRUSE, ASSISTANT ADMINISTRATOR FOR 
COMMODITY OPERATIONS, PMA, UNITED STATES DEPARTMENT 
OF AGRICULTURE—Resumed 


Senator Kem. | might direct your attention, Mr. Secretary, to the 
Michigan Processed Foods case. According to the testimony, a stor- 
age agreement, grain-storage agreement, was entered into in that case 
with the warehouseman who had had no previous experience in the 
business. Is that correct / 

Secretary Brannan. That may be correct, Senator, that the princi- 
pals had no experience, but I am sure there were people in the organi- 
zation who did have experience. As a matter of fact, here again is a 
place in which they did a satisfactory job, if I remember. 

Senator Kem. In that case you had previously tried to obtain an 
ndictment against that warehouseman, had you not, in connection 
with the prior potato-dehydration deal ? 

Mr. Kruse. I] have some information on that, Mr. Secretary. 

Senator Kem. It is in the record. Have you read the record, Mr. 
Secretary ¢ 
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Secretary Brannan. Not all of it, Senator Kem. And I do 
think you would expect me to rely on the record entirely. 

Senator Kem. What is that? 

Secretary Brannan. I do not think you would expect me to 1 
on the record entirely. 

Senator Kem. I thought perhaps you had informed yourself a- 
the contents of the record. 

Secretary Brannan. Well, I have been working on trying to inf 
myself as to the facts. 

Senator Kem. Well, is that or is that not a fact ? 

Secretary Brannan. Beg pardon ‘ 

Senator Kem. I say, is that or is that not a fact that the Departny 
had previously tried to obtain an indictment of this man with why 
they entered into a storage contract ? 

Secretary Brannan. I am sorry, we do not have information 
that. 

Senator Kem. Was a financial statement required from the wa 
houseman in this case? 

Secretary Brannan. It was by regulation, sir. 

Senator Kem. Well, was it actually secured / 

Secretary Brannan. I am not personally aware. I am aware now 
from the files of the Department that approval of this concern as 
a warehouse with which we should do business was recommended by 
both the county committee in the county in which the facility was 
located and the State committee for the State of Michigan. 

Senator Kem. Did the Department secure a financial statement’? 

Secretary Brannan. Whether or not the people responsible for 
looking into this particular case. obtained and retained a financial 
statement I am not prepared to say. I assume that they did obtai 
it or satisfied themselves about the financial situation. 

Senator Kem. Would you consider satisfying themselves about the 
financial situation as a satisfactory substitute for a financial statement 
as required by the regulations? 

Secretary Brannan. I don’t understand that question, sir. 

Senator Kem. You say that they satisfied themselves as to thet: 
financial responsibility. Would you consider satisfaction as to fina: 
cial responsibility an adequate substitute for the financial statement 
required by the regulations? 

Secretary BranNAN. Most adequate, yes, sir. 

Senator Kem. You would? 

Secretary BRANNAN. Not technical compliance with the instruction, 
but certainly very adequate. Remember here are a committee of farm 
ers elected by their fellow farmers in the community. These peop!e 
are reputable, outstanding folks. 

Senator Krm.- And you consider that—— 

Secretary Brannan. And their judgments are respected by ther 
neighbors in their community, and I don’t see how we should be called 
upon to reject their judgment. 

Senator Kem. You consider the reference of such matters to t 
PMA committee the wise precaution, do you? 

Secretary Brannan. I think the PMA committees, the compositio 
of them, the members of them, are a very, very fine group of men. 

Senator Kem. Well, you consider that a wise and salutary precau 
tion, do you / 


he 
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Secretary Brannan. Well, I do, sir. 

Senator Kem. All right. Now you say that no financial statement 

is secured from the Michigan Processed Foods Co. ¢ 

Secretary Brannan. I did not say that. 

Senator Kem. So far as you know. 

Secretary Brannan. I said—— 

Senator Kem. Is the testimony in the record to that effect incorrect ¢ 

Secretary Brannan. I am not aware of the testimony in the rec- 
ord or the author of the testimony or the witness in question, and 
until I have a chance to examine them both I just won’t express, can’t 
express, an opinion. 

Senator Kem. Would you like an opportunity to examine the record 
with reference to it ¢ 

Secretary Brannan. Not on minutia like that. 

Senator Kem. Well, assuming that no financial statement was re 
quired and the warehouseman did not have sufficient resources to pay 
his current obligations, would you consider a storage contract with 
him a wise and sound step for the Commodity Credit to take / 

Secretary Brannan. Having had the recommendation of the county 
committee and the State committee, I think it was reasonable and 
proper for the Department to proceed to enter into a contract with 
that concern. 

Senator Kem. Even though, as shown in evidence, the storage facili- 
ties were inadequate / 

Secretary Brannan. I am not prepared to agree with the evidence 
if the evidence shows that, because our information was to the con 
trary, that it was adequate for the purposes we intended to use it for. 

Senator Kem. Well, I understood you to say you didn’t know what 
the testimony was in this case ¢ 

Secretary BRannaAN. I am again saying it, sir, and I just implied 
itin what I said to you then, sir. 

Senator Kem. Then how did you know that your evidence was that 
the facilities were adequate ? 

Secretary Brannan. Because I have it in front of me and I am 
reading to you from it. 

Senator Kem. I see. So the statement in evidence that the facili- 
lies Were inadequate is, in your judgment, untrue and incorrect ¢ 

Secretary Brannan. They conflict with the opinion of the county 
and State committees who personally advised themselves about the 
subject and—— 

Senator Kem. Is it not true in this case the warehouseman ended 
up with a quantity-and-quality deficiency ¢ 

Secretary Brannan. If I remember correctly, there was either one 
of those. 

Senator Kem. Was not there both? 

Secretary Brannan. Was there both quantity and quality? 

Mr. Geisster. Pardon. I did not get the question. 

Secretary Brannan. Was there quantity or quality deficiency ? 

Mr. Kruse. Not that I know of. 

Senator Kem. Is not that the testimony in the record ? 

Secretary Brannan. It may be the testimony in the record but 
remember, Senator, that many of the witnesses before this commit- 


tea——— 
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Senator Kem. Could we have 1934? 

Secretary Brannan (continuing). Have testified contrary to the 
Department's position about it. It does not just make them correct. 

Senator Kem. No, I appreciate that. And your position in this 
case is that the testimony was untrue / 

Secretary Brannan. I am not talking about the testimony, I am 
talking about what the records of the Department are. 

Senator Kem. 1934 is what we want. 

Secretary BrRanNNAN. Senator, let me just tell you what our record: 
indicate. 

Senator Kem. All right. 

Secretary Brannan. That this concern, the Michigan Processed 
Foods of Quincy, Mich., stored about 443,000 bushels of grain; that a 
shortage of 14,000 bushels, worth approximately $21,000, developed ; 
that there was a quality deficiency of approximately $8,000. 

It does not seem to me that that even reflects a serious abnormality 
in the ordinary trade. That could occur through bad bookkeeping, 
bad scales, many other things. 

Senator Kem. Well, taking into consideration the fact that you 
previous experience with the same concern had been so unsatisfactory 
that you had tried to obtain an indictment against it, would you not 
say that it was a case of bad management in making this contract ¢ 

Secretary Brannan. Not at all, Senator, because it is quite obvious 
that we had an adequate bond in the case. The maximum loss here 
is less than $30,000. 

Senator Kem. You do not think the Department should be guided by 
experience im such matters and it is perfectly proper to go ahead 
and make contracts with people with whom they have had unsatis 
factory experience, so unsatisfactory that indictment has been asked / 

Secretary Brannan. Well, Senator, I assume—and I am assuming 
that the record will show you, your record even will show it—that 
there was a change in management; that here was a facility in a 
corporation which had been in difficulty but must not forever be barred 
from doing business by reason of that fact. If it changes manage- 
ment, then- 

Senator Kem. Is there evidence that the management was changed 
there ¢ 

Secretary BRANNAN. There must be some evidence that the manage 
ment. is changed or else the good citizens of the community would not 
say it was safe to go ahead with these people. 

Senator Kem. Where did this contract originate? Did it originate 
in Washington ¢ 

Secretary Brannan. It would originate either in Chicago or Was! 
ington, and I am advised it originated in Washington. 

Senator Kem. So the primary responsibility was on Washington 
and not on PMA, was it not ? 

Secretary Brannan. Well, PMA is in Washington and several of 
its chief officers are here today. But let’s don’t worry about the re 
sponsibility. That rests with the Secretary by and through his staff 

Senator Kem. Did I understand you to say there had been no loss 
in this case. 

Secretary Brannan. No, sir. I just read you the record that said 
there was $24,000. 
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Senator Kem. I thought you said at the outset of your testimony 
that was a case in which there was no loss; is that correct ‘ 

Secretary Brannan. No,sir. If I did, I would like the opportunity 
to change the record. 

Senator Kem. You would like to change it then ¢ 

Secretary Brannan. Yes. 

The Cuatrmman. What was the actual loss to the Government, Mr. 
secretary ¢ 

Secretary Brannan. There won't be any eventually. 

The Cuarrman. Why is that‘ Is there sufficient bond to cover? 

Secretary Brannan. There ts sufficient bond to cover and the outfit 
is responsible. The facilities themselves are worth many times more 
than this. 

The CuHarrMan. What isthe amount of the bond ¢ 

Secretary Brannan, $24,400. 

The Cuarrman. And what is the maximum amount of loss ¢ 

Secretary Brannan. $22,000. 

The (HAIRMAN. So that the bond itself would be sufficient to cover 
the losses, if any ¢ 

Secretary Brannan. That is correct, Mr. Chairman. 

The CHatrman. And the losses, however, have been ascertained, 
have they / 

Secretary Brannan. That is correct. 

The CuatrmMan. And $22,000 is the maximum amount that you have 
ascertained ¢ 

Secretary Brannan. That is right. 

Senator Jounston. What is the net worth of the concern / 

Senator Kem. It has none according to the testimony, was unable 
to — 

Secretary Brannan. Its net worth is shown here as $50,000 in our 
record. 

Senator Aiken. May I ask a question ? 

Senator Kem. Isn’t the testimony that it is unable to meet its cur- 
rent obligations? And will you comment on this testimony at page 
1126 of the record ? 

Mr. McHAte. Losses due to shortages and deterioration of corn stored by the 
company are estimated at $88,731.20. No financial statement was submitted by 
the company at the time of filing application for storage agreement and no veri 
fication was made on the applicant's alleged net worth, 

Secretary Brannan. I think we have been commenting about all 
those points all along. 

First of all, the county committee and the State committee both 
recommended the facilities. Our records disclose a loss of $22,000. 
There is $24,000 bond. If this man has some evidence greater losses 
were had than that, I hope he will present them to the Department. 

Senator Kem. Is your amount reached by taking the estimate of 
$88,731.20 and subtracting the amount of the bond? Is that how 
you got that ? 

Secretary Brannan. No, sir, we are not subtracting the bond at 
all. 

Senator Kem. Well, have you reason to believe that Mr. McHale's 
estimate is incorrect or unsound ? 

Secretary Brannan. I have reason to believe that these figures 
which I gave you are correct. 
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Senator Kem. Why do you believe they are more correct than the 
testimony before this committee ‘ 

Secretary Brannan. First of all, because I don’t know Mr. McHale, 
and, second, because I have complete faith and confidence in the i: 
tegrity of the people in the Department of Agriculture to give us the 
right information. 

Senator Arken. Mr. Chairman, may I ask a question here? 

The Cuarmman. Senator Aiken. 

Senator Arken. I noticed in these cases that it is anticipated there 
will be a certain recovery on the bond. Is it necessary under the lay 
to try to effect every possible dollar of recovery in every other way 
before you can call on the bondsman for payment ‘ 

I was wondering why the delay in collecting the bond in cases 
that run 2 or 3 years. I am not a lawyer and it may be necessary 
under the law to—— 

Secretary Brannan. To exhaust your remedies before you 
against the bondsman ? 

Senator Arken. Is that the reason there has been this delay ¢ 

Secretary Brannan. Senator, I am not an expert on this question, 
but from my recollection it seemed to me we were required, always is 
the beneficiary under a bond of this character required to prove his 
loss in court before the bondsman becomes responsible. 

Senator Arken. Yes. 

Secretary Brannan. And that frequently the bondsman went 
and defended. 

Senator Arken. Then it is the present policy to collect from an) 
other source before calling on the bondsman ¢ 

Secretary Brannan. Precisely. It is required that we prove thie 
ioss in a responsible tribunal. 

Senator Arken. I am not asking you the question in any sense of 
criticism, I am asking it for information. 

Mr. Geisster. There is another involvement here, that after w: 
presented our claim this company presented a claim for storage, ani 
that has to be reconciled. 

Senator Arken. However, your bondsman could make a voluntary 
settlement without requiring him to go to court ¢ 

Secretary Brannan. Surely. 

Senator Kem. Could I continue with the examination ¢ 

The CuarrMan. Senator Aiken is quesitoning. 

Senator Kem. I thought we would take it in order. 

Senator Arken. I just wanted to know about the bond. 

Senator Kem. I understood the committee would examine one wit 
ness at a time. 

The Cuarrman. Senator Kem, it was my suggestion the other da, 
that these men accompany the Secretary. 

Senator Kem. I think that is fine. 

The Cuarmman. With a view of getting the facts. 

Senator Kem. We want the facts. 

The CHarrMan. If the Secretary cannot answer the facts, then the 
others may supply them. 

Senator Kem. As I said yesterday, I hope the hearings will be con 
tinued until we have all the facts, and I hope Mr. Geissler will be give: 
ample opportunity to testify and Mr. Kruse and other witnesses wl 
have relevant and pertinent information. ' 
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The CHarrkmMan. I would like the distinguished Senator from Mis- 
souri to tell me what difference it makes if the facts are obtained, if 
they are facts, from the Secretary, Mr. Geissler and Mr. Kruse, all 
three. 

Senator Kem. My point, as I made yesterday, and I will be glad to 
repeat, is that the experience of gene rations has shown that the facts 
are most apt to be secured by an order ly examination of witnesses one 
at a time, and that if in examining witnesses in court the persons 
charged with the examination were permitted to jump from one wit 
ness to another the result would be confusing; and so far as 1 know, 
the rule of law in every jurisdiction in this country is that you examine 
one witness at a time. 

The CuarmMan. Well, you would be surprised at this, Senator: I 
have been conducting hearings now for the past 15 years and I have 
often had all witnesses to get around the table—— 

Senator Kem. That is right. 

The Cuairman. And then question one witness and say, “What have 
you got to say about it/” And turn to the other and you get it. 

Senator Kem. We had that before this committee and I think the 
record will show that the result was confusing. 

The Carman. Well, I doubt that. I think you can get to the 
bottom of it quickly especially to get it from the people who know. 

Senator Kem. I understood the chairman decided yesterday we wil! 
proceed in that manner. 

The CHamman. Yes, proceed that way. It is your suggestion. Of 
course, if you want to mies it, it is all right. 


Senator Kem. I appreciate the courtesy and consideration of the 


chairman, 

(At this point the chairman left the room and Senator Johnston 
assumed the chair.) 

Senator Kem. Mr. Secretary, without continuing the examination 
with regard to the Michigan Processed Foods case further, I would 
like to sum it up as follows: 

According to the evidence the CCC entered into a uniform grain 
storage agreement with a warehouseman who had no experience, 
against whom the Department had tried to obtain an indictment in 
connection with the prior potato dehydration contract. Commodity 
Credit Corporation required no financial statement and warehouseman 
did not have sufficient resources to pay its current obligations. Stor- 
age facilities were inadequate and warehouseman ended up with 
quantity and quality deficiency. 

Assuming this evidence is correct, would you say that the interests 
of the Government were adequately protected / 

Secretary Brannan. I don’t assume any of those things to be 
correct. I must rely upon the records of the Department. 

Senator Kem. Well, I asked you a hypothetical question: Assum- 
ing that the testimony before this committee is correct, would you 
consider that the interests of the Government had been adequately 
protected ? 

Secretary Brannan. Well, being unable to make the assumption, 
I just can’t draw the conclusion. 

Senator Kem. You decline to answer the question ? 

Secretary Brannan. I have answered the question, Senator. 
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Senator Kem. Now, you have emphasized in your comment on the 
Michigan Processed Foods case the wisdom of securing the counse| 
and advice of the PMA committee. Was the advice of the PMA com. 
mittee secured in the case of the contract with the Midwest Storag 
& Grain Co. in Kansas City for storage of grain at Camp Crowder / 

Secretary Brannan. I believe not, Senator. 

Senator Kem. How do you account for the fact that that was noi 
done ¢ 

Secretary Brannan. First of all, because this was a large termina! 
type facility. Second, it was part of an effort to get the grain unde: 
cover as rapidly as possible. Third, there was an adequate and com- 
plete substitute in the judgment of the people in the Kansas City office. 

Senator Kem. Well, do you authorize the local office to disregard |) 
regulations at their discretion ? 

Secretary Brannan. In this particular type of case the regulations 
would not require that the county committee come in and examine 
that kind of a facility. 

Senator Kem. Didn't the record show that it was suggested that 
the State PMA committee be consulted ? 

Secretary Brannan. Well, now, that is an alleged suggestion of 
an employee who, I think, has been generally discredited before this 
committee. 

Senator Kem. I see. 

Secretary Brannan. And in whom at least we in the Department co 
not place sufficient confidence to retain in his employment. 

Senator Kem. To whom do you refer? 

Secretary Brannan. I think you are referring to Mr. White. If 
you were referring to Mr. White, then T am referring to Mr. White. 
If you are not referring to Mr. White, then you name whom you are 
referring to. 

Senator Kem. What employee did you have reference to that you 
did not have confidence in and did not retain in your employ? 

Secretary Brannan. Mr. White. 

Senator Kem. Mr. White? 

Secretary Brannan. Yes. 

Senator Kem. Did the fact that the parties engaged in the Mid- 
west Storage & Grain Co. enterprise were important political figures 
in Missouri have anything to do with the waiver of the regulation 
with reference to PMA approval? 

Secretary Brannan. There was no waiver of regulations in the 
first place, Senator, and there were no politics in it in the second 
place. 

Senator Kem. Is that a statement of fact or a conclusion? 

Secretary Brannan. Well, I would say it was a statement of fact 
but you draw your own conc ‘lusions on it. 

Senator Kem. That is your own honest opinion of that transaction, 
is it? 

Secretary BRANNAN. It certainly is. 

Senator Kem. Do you believe that a lax enforcement policy against 
criminal converters on the part of the Department may have e! 
couraged others to steal from the Government ‘ 

Secretary Brannan. Well, of course, I reject the implications 
of the question, the basic implication that there was ever any lax 








STORAGE AND PROCESSING ACTIVITIES OF CC¢ 1969 


attitude by the Department against the converters. As a matter of 
fact. I think the record is entirely to the contrary. And, of course, 
we are not any party to laxness either as a matter of policy or as a 
matter of fact. 

Senator Kem. That is a very interesting observation. Are you 
familiar with the letter that your Minneapolis PMA Commodity 
office wrote to the Chicago regional attorney under date of April 17, 
1951, reading in part as follows: 

Although it appears that there has been conversion and that conversion con 
tinues, we prefer the matter be handled as a civil case unless your office wishes 
to make a recommendation for criminal action. There are so many cases ot 
onversion of mortgage collateral in our area that we feel not only is it imprac 
tical but actually damaging to the farm program to bring criminal action in every 
cuse of Known conversion 


Do you consider that letter evidences a st rong enforcement policy 4 


Secretary BRANNAN. Senator, first of all, that does not even pur 
port to be a statement of policy. It does not even purport to be a 
recommendation. It was the expression of a preference, followed 
mmediately by a statement of deference to the judgment of the 
regional attorney. 

The man in that case about which that letter was written was taken 
tocourt in a criminal proceeding and did plead guilty, and whatever— 
I don’t recall what the court did with him. The matter was com- 
pletely disposed of both in a civil and criminal way, which indicates 
beyond any question, it seems to me, that the statement which you 
read, coming from a field employee, was not a policy statement of 
the Department. It did not purport to be a policy statement by the 
individual who issued it, but only an indication of his personal 
attitude. 

Senator Kem. As a matter of fact, was not exactly that the policy 
that was followed toa large extent ? 

Secretary Brannan. It was not the policy that was followed to 
a large extent. Although now let me just point out to you and let 
me put the decision on that side of the table: Is it the recommendation 
of Senator Kem or of the committee that we prosecute every techni 
cal conversion by farmers throughout the length and breadth of 
this country 

Senator Aiken. Mr. Chairman, for the clarification of the record, 
May we have the name of the case which the Secretary refers to/ 

Secretary BRANNAN, He ls reading from the record there. 

Senator Aiken. Well, the Secretary has said what happened to the 
ase. Iam asking what the case was. 

Secretary Brannan. I don’t know, but I know what case the letter 
was written about. 

Senator A1iken. Then 

Secretary Brannan. I know what case the letter was. 

Senator Kem. He is asking you w hat case that was about. 

Secretary Brannan. I know all the facts, but I don’t carry the 
name of some million people we did business with in my head. 

Senator AIKEN. Sut this was the one that was con\ icted. l would 
like that name in the record. 

Secretary Brannan. I have now refreshed my memory from t 
folks with me, and the man’s name was Wayne Moore—M-o-o-r-e or 
M 0O-T-e., 


how do vou know whether it is right or not ? 


} 
it 
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Senator Arken. I did not know the case and asked what the case 
was, 

Senator Kem. I stated it was in connection with the Wayne Moore 
case that the letter was written on April 17, 1951, by your Minneapo! 
PMA Commodity office to the Chicago regional attorney with refe: 
ence to the Wayne Moore case. That was my question to you. 

Secretary Brannan. Then why did you not answer Senator Aiken, 
if vou had it in front of you? 

Senator Kem. I did not understand that I was being examined, M 
Secretary. 

Secretary Brannan. And I don’t understand that this is a memory 
test of names of the million people that the Commodity Credit Cor 
poration does business with. 

Senator Jounston (presiding). Let’s proceed. We have alrea) 
decided who is the one in the case. 

Senator Kem. I think, Mr. Secretary, that we will make bette: 
progress and we will get along more amiably if you will allow me to 
ask the questions and you answer them. Later, if I am called as a 
witness I will be glad to testify. 

Now your statement there is interesting in view of the fact that a 
represent: itive of your Chicago Commodity office testified before the 
committee that largely as a result of recent investigations more pro- 
ducer conversion cases have been referred to regional attorneys during 
the past 2 months. Previous policy was to get restitution from the 
converter, whether the warehouseman or producer, and that practi 

cally no producer cases where it was possible to obtain restitution were 
veletted. 

Do you consider that policy a strong enforcement policy? 

Secretary Brannan. Senator, again I must just simply ask you to 
take a practical look at the possibility, the desirability or the proba- 
bility of prosecuting every farmer in the country who during the 
wintertime has technically violated his loan agreement and taken some 
corn out of his bin. 

Now there must be some rule of reason which guides us, which lies 
somewhere between the prosecution criminally of everyone of those 
people even though they made restitution, and the prosecution of those 
who have committed the act with willfulness and with a malicious 
ness and obviously provable intention to defraud the Government. 

Senator Kem. I agree thoroughly that the criminal law should 
always be enforced with a rule of reason in mind. 

Now I would like to ask you what the rule of reason is that is 
enforced by your Department. 

Secretary Brannan. Now the rule in general terms would be to 
determine case by case. I don’t think anyone is wise enough to set 
down one simple rule that would apply to all cases. But in genera! 
I would say this: Where the man made restitution, where it was 
shown to be clearly a technical violation and not accompanied with 
willfulness or a direct intention to defraud the Government, even 
though there was a technical violation which might be subjected to 
criminal liability, we should look very carefully at whether or not 
prosecution should take place. 

I am talking now about so-called farmer type conversion. 

Senator Kem. Yes. 
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Secretary Brannan. In all the other cases the judgment is exer- 
cised by the Attorney General, the district attorney in the district, 
and a lot of other people combined. 

Senator Kem. That is under the present administration of the law, 
that is since the delegation of authority to your Department was can- 
celed in that respect ; is that correct ? 

Secretary Brannan. I don’t understand the question. 

Senator Kem. What you have just said refers to the situation as of 
now since the authority to the Department of Agriculture to screen 
criminal cases was recently canceled by the Department of Justice? 

Secretary Brannan. No, sir. That has always been my attitude 
about it, would have been my attitude before I ever became connected 
with the Department, as a matter of fact, because it is what I would 
construe as a rule of reasonableness. I am sure it wouldn’t be in your 
opinion, but it is my definition, fully stated perhaps, Senator, of what 
a rule of reasonableness would be. 

Senator Kem. I wasn’t inquiring then about this rule of reason. 
We are substantially in agreement. I was asking you about who 
should enforce the rule of reason. 

Secretary Brannan. We enforce the rule of reason in the initial 
determination, and as the case progresses the United States attorney 
and Attorney General and the rest of the people of the law-enforce- 
ment agency participate. 

Senator Kem. In other words, even though the delegation of 
authority given you in the letter from the Attorney General has 
been withdrawn and canceled, is it your position that you are going 
to continue to screen the cases ? 

Secretary Brannan. No. I am talking about whether we prose- 
cuted or not, sir. And I understand that to be the question—whether 
or not we should prosecute. 

Senator Kem. My question is, Who is to make that decision ¢ 

Secretary Brannan. The Attorney General will make the decision. 
Under what I understand to be the arrangement now, if a farmer 
out here in the field in the dead of winter takes 20 bushels of corn out 
to feed his starving animals until he can get to market and replenish 
his supply, there is a technical violation and we must write the case 
up and send it to the Attorney General, and he is going to be busy 
reading those kind of cases. 

Senator Kem. Are you critical of the withdrawal of that delegation 
of authority by the Department of Justice? 

Secretary Brannan. Very critical of the circumstances under which 

was done. 

Senator Kem. Are you critical of the Department? 

Secretary Brannan. What Department now, Senator? 

Senator Kem. The Department of Justice. 

Secretary Brannan. I am critical of the circumstances under which 
it was done. 

Senator Kem. Will you work that out for us? What do you mean 
by that? What were the circumstances? 

Secretary Brannan. I do not think that the cancellation of an 
agreement between two people which had been entered into openly 
after full discussion and after full consideration at the request of 
one of the parties and not at the request of the other, should be can- 
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celed by the person who made the request, who brought about t! 
agreement, without notice or discussion or indication of intention t 
do so to the other party. 

Senator Kem. To whom do you refer by the words “by the person” / 
Who is the person ¢ 

Secretary Brannan. Let’s put it in the terms of the two Depart 
ments, 

Senator Kem. Who is the person you are talking about ? 

Secretary Brannan. I guess Mr. McInerney happened to sign th: 
letter. There didn’t happen to be an Acting Attorney General at 
that moment. ; 

Senator Kem. He did not sign the original delegation of authority. 
did he ¢ 

Secretary Brannan. No, but he acted under it a long time in | 
capacity. 

Senator Kem. I understood you to say that the same person who 
made it would do it. 

Secretary BRANNAN. Persons in the sense of Marbury versus Madi 
son, if we have to be real technical about it. 

Senator Kem. What is that sense / 

Secretary Brannan. There are other kinds of persons in the sight 
of the law than human beings. I am talking about the Department 
of Justice and the Department of Agriculture. 

Senator Kem. Now, referring to the O'Neil case out in South Da 
kota, Mr. O'Neil returned to his responsibility as a county PMA com- 
mitteeman of approving Government loans after he had taken gra) 
Do you consider that evidence of a strong enforcement program ‘ 

Secretary Brannan. Mr. O'Neil is not now a committeeman. 

Senator Kem. No, but he returned to his duties after he made 
settlement, did he not ¢ 

Secretary Brannan. Well, Senator, we made another exercise of 
judgment. We decided that inasmuch as the man’s term was about t 
expire in a month or two, rather than go through all of the proceed 
ings which were essential to forceably evict him as a county commit 
teeman, we would let his term expire. There was no opportunity for 
him to do additional damage in any way, shape, or form. In othe: 
words, Senator, we didn’t have the punitive and severe attitude whic! 
I take it, you think we should have in these kind of cases. 

Senator Kem. Is your handling of that case an example of a stro 
enforcement policy / 

Secretary Brannan. It is an example of a strong enforcement 
icy tempered by the rule of reasonableness, Senator. And let’s just 
complete the record on that case. The man was indicted asa result of 
I mean he was brought before the grand jury in his community as 
result of the material presented before this committee and immed 
ately discharged by the grand jury, which would happen in 
hundred—I mean it would happen in 90 percent of the cases. I was 
going to say 100 percent, but 90 percent of all eases which we hav 
treated by the rule of reasonableness and have not brought to court. 

Senator Kem. Referring to the Brownwood Shelling Co. case, t! 
testimony shows there were repeated conversions on the part of th 
warelhouseman, does it not ? 

Secretary Brannan. Is that a peanut case! 
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Senator Kem. Brownwood Shelling Co.. Brownwood, Tex. 

Senator ArkeEN. Peanuts. 

Senator Kem. A peanut case. That is page 3330 in the record. 
secretary BRANNAN. Senator, I would hike to make a suggestion at 


this stage: I see you are working from a long list of cases. If you 
would be kind enough) now to tell us the names of the next two or three 
cases, then we wil! nave our files ready. 

Senator Kem. I will be glad to facilitate that. The one after this 
ethe Alabama Warehouse Co. case and after that the various Cargill 
cases. 

Secretary Brannan. May I have the question ‘ 

(The record was read by the reporter. ) 

Secretary Brannan. Our records show this, Senator, that the quan 
tities of peanuts stored by the Brownwood Shelling Co. amounted 
io 5,815,000 tons gross weight; that the shortages in terms of quantity 
smounted to 328.2 tons 

Senator A1KEN. Was that 5 million tons / 

Secretary Brannan. The figure ts 5,815,042. 

Senator ArKeN. I thought maybe a period was in there. 

Secretary Brannan. Do you want to look at it [handing document 
to Senator Aiken | / 

Senator Aiken. It seems like a lot of peanuts. 

Secretary Brannan. There were a lot of peanuts in the country. 

Senator Arken. I thought the report showed a period where there 
sa comma in your figure. I think the second comma was a period. 

Secretary BRANNAN. I think the word wrong here is “tons,” and it 
probably ought to be “pounds.” 

Senator A1KEN. That may be. 

Senator Kem. That is an error of what—2,000 percent ¢ 

Secretary BRANNAN. It is a typing error, Senator. 

|Continues:| That there was a shortage of 328.2 tons: that the 
dollar value of the shortage was about $66,000; and that our claim 
amounts to about $66,000. The entire shortage has been covered 
by the New York Terminal, and they made a formal agreement to 
pay in January 1951. 

Senator Kem. Just to facilitate the matter, would you answer my 
question’ Does the evidence show there were repeated conversions 
on the part of this company ¢ 

Secretary BRANNAN. No; the evidence does not show there were 
repeated conversions. What he evidence shows its that there has been 
some manipulations of the peanuts by the company, not only of Gov- 
ernment peanuts but of individual peanuts. 

Senator Kem. Have you examined the record and testimony before 
this committee ¢ 

Secretary Brannan. No; I have not. 

Senator Kem. Is it not true that the warehouseman in this case 
made good one conversion with funds that he obtained from another 
conversion / 

Secretary Brannan. Well, Senator, I don’t believe that is reflected 
from any records available to us, and I don’t think we are required 
to rely upon exclusively the witness whose testimony you are reading. 

[ point out further that the United States attorney on March 26 of 
this year indicated that there was no basis for criminal action in this 
case. 
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Senator Kem. Yes. 

Secretary Brannan. If his judgment is correct, then there were 10 
conversions in this case, or there were no conversions which could 
be successfully prosecuted by the United States Government. 

Senator Kem. Yes. Now the civil settlement was effected on Janu- 
ary 30,1951. The case was not referred to the Department of Justice 
for possible criminal action until March 18, 1952. How do you ac- 
count for the delay of more than a year ¢ 

Secretary Brannan. Well, I assume it was the judgment of ov 
counsel also that there was not a basis for a criminal action; there 
was no criminal aspect to it. 

Senator Kem. Did they change their judgment during that year ani 
a half? 

Secretary Brannan. Senator, let’s be realistic. In the light of 
the—well, for want of better word—hysteria that has been created this 
past 3 or 4 months about this situation, we have gone much furthe: 
in seeeking review of our judgment that we ordinarily would. 

Senator Kem. By “hysteria,” are you referring to the investigation 
of the Department of Agriculture by the Senate Committee on 
Agriculture ? 

Secretary Brannan. Well, let’s put it this way, Senator. First of 
all, the moment you put your resolution before the Congress, I state: 
publicly that we welcomed the investigation. 

Senator Kem. And that it was a fishing expedition. You stated 
publicly it was a fishing expedition for political purposes. 

Secretary Brannan. But that movertholens it was very welcome 


I have repeated several times that it is welcome. I have offered to 


come before the committee on numerous occasions, have held myself 
available, and only until now have you seen fit to consent to m) 
coming before the committee. Now, in the hght—— 

Senator Kem. Will you point out any occasion except a few days 
ago, when I suggested that perhaps it would be better for you to 
appear at the end of the testimony—any occasion I ever expresse\| 
any disinclination to have you come in any way ¢ 

Secretary Brannan. Senator, you knew of my willingness to cone 
and testify on every occasion that you wanted us available. 

Senator Kem. I think the record will show that I asked on one occa- 
sion for you to come and the chairman said, “He will be here.” 

Secretary Brannan. Yes. 

Senator Kem. Let me point out—— 

Secretary Brannan. That was 3 or 4 weeks ago. 

Senator Kem (continuing). Two or three days ago, when we were 
talking about the course of the investigation, I suggested it might |» 
better for you to appear at the end of the case so you would not have 
to come back twice. With the exception of that statement, do you 
know of any other occasion that I ever in any way objected to you 
uppearing as a witness in this case ¢ 

Secretary Brannan. I must say there is nothing in the record. 

Senator Kem. Then, is it your statement that I attempted on re 
peated occasions to prevent your coming? Is that correct? 

Secretary Brannan. Well, you know the situation, and I do. It is 
not on the record, but I withdraw the word “repeated.” 

Senator Kem. Let’s get it on the record. 
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Secretary Brannan. I will withdraw the word “repeated.” 

Senator Kem. All right; now, if there is any inference from what 
you have said that on any other occasion I tried to prevent your 
coming here, I demand that you now publicly state what that occasion 
was, 

Secretary Brannan. I withdraw the word “repeated.” 

Senator Kem. Well, now, I will ask you again: Did I on any other 
occasion in any way directly or indirectly try to prevent your appear- 
ing here as a witness? 

Secretary Brannan. I have withdrawn the word “repeated, 
Senator. 

Senator Kem. Well, will you answer my question? Mr. Chairman, 
I would like to have the witness answer the question. 

Secretary Brannan. Of my own personal knowledge, no. 

Senator Kem. Has anybody told you that I have ever attempted to 
do that, and, if so, who / 

Secretary Brannan. Senator, I have withdrawn the word 
peated.’ 

Senator Kem. I am asking you, did anybody ever tell you that I 
was trying to prevent your appearance here ? 

Secretary Brannan. Senator, it seems to me that my repeated 
offers to come before this committee without having the opportunity 
to do so entitled me to draw the deduction that you were objecting 
to my appearance here. 

Senator Kem. That I was objecting! 

Secretary Brannan. Yes, sir. 

Senator Kem. Why? 

Secretary Brannan. Because you were the one who stated objection 
to it when I wanted to come. 

Senator Kem. Did you ask at any time to come before the commit- 
tee and were refused / 

Secretary Brannan. I think the record contains at least three or 
four evidences of my willingness to come at any and all times. 

Senator Kem. At any time did you try to come, and were you re- 
fused by the chairman of the committee ? 

Secretary Brannan. No; except I kept saying I wanted to come. 

Senator Kem. And he refused ¢ 

Secretary Brannan. I stated that publicly. 

Senator Kem. Whom did you state that to? 

Secretary Brannan. I stated that. publicly. 

Senator Kem. Where—press ,eleases ? 

Secretary Brannan. A formal statement to that effect. 

Senator Kem. Press releases? 

Secretary Brannan. Upon inquiries from the press. 

Senator Kem. You stated generally that you wanted to come. Did 
you ever ask to come on any specific occasion and the committee re- 
fused to hear you? 

Secretary Brannan. Well, I have stated repeatedly that I wanted 
tocome. Now, I didn’t say “I want to come Monday morning at 10 
o'clock” at any time; no, sir. 

Senator Kem. Have you ever asked to come and the committee has 
declined to hear you / 
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Secretary Brannan. I think that is in the record: that IT have ir 
dicated my willingness to come at any and all times. 

Senator Kem. And then does the record show any occasion 0) 
which the committee refused to permit you to come ¢ 

Secretary Brannan. The record shows that I asked to come and 
that was at least three previous times, either publicly or by request of 
the chairman, or by indication to the chairman that I wanted to come, 

Senator Kem. Assuming that the committee declined to hear you, 
why do you hold me responsible for that action of the committee / 

Secretary Brannan. don't hold you responsible for the action of 
the committee at all. 

Senator Kem. You stated publicly that I tried to prevent your 
coming. 

Secretary Brannan. Senator, the action of the committee and what 
you have tried to do are two different things. 

Senator Kem. Will you state what the basis is for this statement 
in your publie statement on May 14 | reading]: 

I have repeated that request several times, but the Senator 


referring to the Senator from Missouri— 
has consistently fought my appearance and seems bent on keeping me from 
ever appearing to answer the malicious charges. 

Secretary Brannan. Well, Senator, two things: First of all, I was 
asking to come before the committee. Second, you were attacking me 
in the public press about things which were happening before the 
committee, accusing me by implic ation of having some responsibility 
for them, and not giving me an opportunity to answer. 

Senator Kem. Well, you say I consistently fought your appearance. 
Now, when did I fight your appearance? When and where? 

Secretary Brannan. I am assuming that my inability to come be 
fore the committee was because you did not want me to come. 

Senator Kem. Is that a fair assumption when you had no knowledge 
of it, you say? 

Secretary Brannan. It is a fair assumption, Senator, especially in 
the light of the fact you were constantly putting into the paper 
uncomplimentary remarks about me based upon things which I had 
had no opportunity to answer. 

[ have in my hand here a clipping about “Brannan’s resignation 
sought by Kem in grain scandals. 

Senator Kem. Yes; I would like to put it in the record, that state 
ment. 

Secretary Brannan. Without ever giving the person you are talk 
ing about an opportunity to be heard before reac hing that con- 
clusion. I think T have got a right to draw—- 

Senator Kem. You have had opportunities to be heard. You could 
be heard anytime you wanted to be heard by this committee. I wil! 
ask that chairman—— 

Secretary Brannan. The main fact is that I was not. 

Senator Kem. I will ask the chairman when he comes back if : 
any time you requested to appear and you were not permitted t 
appear. 

Now, what I want to ask you is this: What do you mean by saying 
that I consistently fought your appearance. 
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Secretary Brannan. Senator, if you will turn to the appropriate 
record—I do not have them, you know—I think you will find that 
I was scheduled to be here last Wednesday and you objected to my 
appearance last Wednesday. 

Senator Kem. Get that record. You declined to appear on Wednes- 
day. You said you had another engagement and you suggested you 
appear Thursday afternoon. I stated that we had an important matter 
coming up in the Senate in the afternoon on Thursday and that I 
wanted to be here when you came, and I suggested that you appear on 
a morning. 

Senator ArkeNn. Mr. Chairman, I stated that I wanted to be away 
Thursday, also wanted to be here when you come, Mr. Secretary. All 
through this I think we have tried to arrange your appearance be- 
fore the committee at a time most convenient both to you and members 
of the committee and finally decided to put it over until this week. 

Senator Kem. This is not your first appearance here. You have 
been here two times before. 

Senator Jounsron. I have not been acting as chairman; but I think, 
too, we did try to postpone as much as we could to the last so that 
you could answer all the questions. 

Senator Kem. I didn’t have anything to do with that, Mr. Chairman. 

Senator Jounston. I think that was in it. 

Senator Arken. Yes. 

Senator Jounstron. I think you proposed that, Senator Aiken. You 
may not have been present, Senator Kem. 

Senator Kem. I was not present. The statement I am objecting 
to is that I fought his appearance. 

Senator A1kEN. Nobody opposed his appearance. 

Senator Kem. Have you got that record, Mr. Cotter? 

Mr. Correr. We are looking, Senator, although we have not found 
it yet. 

Senator Jonnston. I will say for the committee it is customary to 
set the date for witnesses to appear before the committee and then 
notify the witness. 

Senator Atken. Well, I think we tried to make this date convenient 
both to the Secretary and members of the committee. 

Senator Jounston. And especially the ones that wanted to be 
present when he testified. 

Senator Kem. Mr. Secretary, I will challenge you to present any 
evidence that at any time I have fought or otherwise tried to prevent 
your appearance before this committee at any time on any occasion, 
with the exception of the one time when I suggested that Thursday 
afternoon was not a convenient time on account of the proceedings 
in the Senate, and also suggested at that time, for your convenience, 
it might be better for you to come at the end of the hearings and not 
have to come back twice. 

Secretary Brannan. But, Senator, you have me now at a disad- 
vantage because I cannot put my hands on all the press reports, and 
so forth. But I am sure that we will find, if we look for it, that there 
was a press report concurrent with this demand for my resignation 
that you had objected to my appearing before the committee. I think 
you will find it was an AP press report, and we will put our hands 
on it in due course and present it to the committee. 


20554 52 pt. 2——53 
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(The reference in the press is as follows:) 
Exurpir No, 87 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington 25, D. @., July 2, 1952. 
Hon. ALLEN J. ELLENDER, Sr., 
United States Senate. 


Dear SENATOR: At the hearing before your committee on May 22, we were r 
quested to place in the record information which appeared in the press whic! 
indicated that Senator Kem had objected to the early appearance of the Secreta: 
of Agriculture before your committee. 

The press report was a dispatch released by the Associated Press on May 1: 
the pertinent part of which is as follows: “Kem protested calling the Secretar; 
at all this week.” 

Sincerely yours, 
LIONEL C. HoLM, Acting Administrator. 

Senator Kem. Then your statement is that 1 have repeatedly fouglit 
your appearance before the committee. 

Now I ask you, I demand that you bring here and put in the record 
the evidence that supports that statement. 

Now, also referring to the same statement, you referred to me as 
against nearly everything that farmers need. Do you recall that‘ 

Secretary BRANNAN, Yes, sir. 

Senator Kem. Do you mean by that statement that I have refused 
to vote for socialistic lines which you have advocated known as tli 
Brannan plan? 

Secretary Brannan. No, I think you voted against many of tl 
bills reported by the committee. 

Senator Kem. You don’t—— 

Secretary Brannan. When they came up on the floor. They ha 
nothing to do with my recommendations at all. 

Senator Kem. You don’t refer then to my opposition to your pla: 
known as the Brannan plan? 

Secretary BRaNNAN. Well, Senator, I had not known whether you 
were for it or against it. I only know this: That you have never mac 
any kind of a suggestion as to how we deal with the very difficult 
problem of perishables, and that was all my recommendation was 
And if you have got a proposal for dealing with perishables, I thi 
it is your statutory duty to lay it out before the people. 

Senator Kem. Let’s not get off the beam. Your statement is that | 
have been against nearly everything the farmers need. I want to 
examine that a little bit. 

As a matter of fact, I consistently voted for sound farm programs 
that preserve the market for the farmer. Just as consistently, 1 have 
opposed programs proposed by you and others that are rooted in the 
proposition that solution to every farm problem is the spending ot 
more and more money and building up bigger and bigger governmenta! 
agencies. Yet, when increased appropriations were needed for farmer: 
I have given such appropriations my support. 

I ask you to compare my farm record with that of other Senators 
from agricultural States. You will find how irresponsible and w 
founded your statements are. 

Since you either deliberately misstated the fact or spoke without 
adeqaute knowledge, 1 prefer to give you the benefit of the doubt 
and assume the latter. 
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The facts are: 

First. I voted year after year for agricultural appropriations. As 
examples, in 1947, my first year as Senator, I voted to increase the 
appropriation for soil conservation by $35,500,000 over the amount 

952 \ppropriated by the House ; to increase the school-lunch program from 
$45 million to $75 million; to increase by $20 million the amount for 
tenant loans. 

re r When it became clear that our national sovereignty was at stake, 


i | voted to cut down the appropriations to agricultural conservation 

program in line with what farmers said they needed speaking through 

iy 1 their farm organizations. I voted at the request of the Farm Bureau 
etal n that case. 

In company with many distinguished Republican Senators I voted 

‘or for such legislation as the Agricultural Act of 1948, the Agricultural 

- ict of 1949, providing the present base of our farm price support 

program. Quite generally when I voted against programs proposed 

ae y the administration I have found myself in excellent company. 

Likewise I have enjoyed execellent company on many occasions when 

. | have consistently voted to protect the sound features of the farm 


a program. 
) \ few examples will disclose the trend of my voting record. 

First, in 1947 when I voted against continuing to ration sugar. 
[he same vote was cast by 20 Republicans and 14 Democrats. In- 


= cluded in the list of those with whom I voted were Senators Aiken, 

th. Fulbright, George, Holland, McFarland, and Russell. Would you 
cay that these are Senators who declined to vote for what the farmers 
need ? 

“ Secretary Brannan. Well, Senator, this is a long political discus 
sion you are about to get us into. I confess to you that I had not come 

‘ repared to do it. But I certainly will not— 

: Senator Kem. Mr. Secretary, did you make this public statement 

“i out my record without adequate information ? 


Secretary Brannan. No, sir, Senator, and I intend to make it again, 
ind intend to document it very thoroughly. 

Senator Kem. The libel laws being such as they are, you had better 

«ument any further statements you make about me, Mr. Secretary. 

Secretary Brannan. I will, sir. 

Senator Kem. I will put you on notice. 

Secretary Brannan. I will document them very carefully. 

Senator Kem. I will put you on notice, and before you get through 
ere | am going to show you how utterly unfounded this statement 
you made about me was. 

Now my question to you: Do you consider when I voted against 
ontinuing to ration sugar, in company with Senators Aiken, Ful- 
right, George, Holland, McFarland, and Russell, that I was unmind- 
ful of the needs of the farmers ? 

Secretary BRANNAN. Well, that is not even a farm program. 

Senator Kem. You didn’t have in mind that vote then when you said 
I opposed nearly everything the farmers needed ? 

Secretary Brannan. No; I don’t think I had that in mind. 

Senator Kem. Did you have in mind my vote in favor of the Agri- 
iltural Acts of 1948 and 1949 % 
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Secretary Brannan. You know, Senator, I disagreed with those. 
I disagreed with the sliding-scale provisions of those bills and said 
so at the time, and say so now. I do not think they were in the 
farmers’ best interests. 

Senator Arken. Well, Mr. Chairman, he evidently disagreed with 
President Truman and the Farmers Union at the same time, because 
they gave vigorous support to those measures. 

Secretary Brannan. I think that is debatable, Senator Aiken, but 
at the same time I think I have a right to disagree with the Farmers 
Union. 

Senator Arken. You certainly have. 

Secretary Brannan. And if I am in disagreement with the Presi- 
dent, he and I will reconcile it very quickly, I am sure. [Laughter.] 

Senator Arken. At this season of the year Iam sure youcan. You 
can reconcile every 4 years beautifully. 

Senator Kem. You are prepared to admit, are you not, Mr. Secre- 
tary, that in voting in favor of those actions I was in excellent com- 
pany ¢ 

Secretary Brannan. Well, certainly very fine gentlemen. There 
is no question about that. But I have a right to disagree with fine 
gentlemen. 

Senator Kem. Would you say that those who voted with me on that 
occasion were voting against something that the farmers needed ? 

Secretary Brannan. I thought so, Senator Kem. 

Senator Kem. Would you say that was true when I voted to in- 
crease the appropriations of the soil conservation by $35,500,000 ? 

Secretary Brannan. No, sir. 

Senator Kem. Well, that was one time I voted for what the farmers 
needed. Isthat your testimony ? 

Secretary Brannan. Iam not sure, but I think so. 

Senator Kem. How about when I voted to increase the school- 
lunch program from $45 million to $75 million ¢ 

Secretary Brannan. All right, sir. I agreed with that vote. 

Senator Kem. How about when I voted to increase by 20 million 
the amount for tenant loans? 

Secretary Brannan. I agreed with that vote, sir. 

Senator Kem. What would you say when I voted for the conference 
report on the wool bill of 1947? 

Secretary Brannan. I don’t remember the contents of it, sir. 

Senator Kem. Well, it was the wool bill of that year. You re- 
member the wool bill, don’t you ? 

Secretary Brannan. Yes, but not all the contents of it. 

Senator Kem. And that year I voted to support it in company with 
Senators Aiken, Ellender, McFarland, and O’Mahoney. Would you 
say I was in the company of friends of the farmer ? 

Secretary BRANNAN. They certainly are, sir. 

Senator Kem. Allright. How about the extension of the reciprocal 
trade agreements in 1948? Would you say that was something the 
farmers needed ? 

Secretary Brannan. I thought it was in the farmers’ best interests, 
ves, sir. 

Senator Kem. I was among 70 who voted for it against 18 who op- 
posed it. On that occasion I voted “yea” with 69 Senators, includ 
ing Senators Ellender, Holland, Russell, and 20 other Democrats. 
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In 1948 on the long-range agricultural bill I voted “nay” on the 
proposal to fix tobacco price support, mandatory commodity, 90 per- 
cent of parity. The vote was 41 to 40. Would you say I was voting 
for the needs of the farmers on that occasion ? 

Secretary Brannan. It depends on whether you are a tobacco pro- 
ducer or not, Senator. 

Senator Kem. Well, tobacco—— 

Secretary Brannan. I believe in price supports. 

Senator Kem. Tobacco is an important crop in my State, is it not ? 

Secretary Brannan. I believe in adequate price supports, sir. 

Senator Kem. Would you say I was voting for the needs of the 
farmers on that occasion / 

Secretary Brannan. I would say I agreed with that vote. I was 
in favor of the bill. I don’t know which side you voted on. 

Senator Kem. Well, I was in company with Senator Ellender and 
Majority Leader Lucas. Would you say I was in good company? 

Secretary Brannan. They are fine gentlemen. 

Senator Kea. Would you characterize them as being opposed to 
the needs of the farmers? 

Secretary Brannan. No, sir. 

Senator Kem. In 1949 in many votes on the foreign-aid bills I voted 
to earmark ECA funds to dispose of surplus agricultural commod- 
ities. Doing so, would you say I was unmindful of the farmers’ 
needs ¢ 

Secretary Brannan. Farmers are a part of the total economy. 
That might have looked in their short-range benefit, and it might have 
been in their long-range detriment. I am not prepared to say. 

Senator Kem. Would you be inclined to say that perhaps I was 
unmind ful of the farmers’ needs on that occasion ? 

Secretary Brannan. I think it is debatable, just how you add the 
thing up. It is a matter of judgment. 

Senator Kem. For your information, I was in the company then of 
Senators Aiken, Ellender, Chapman, Fulbright, Gillette, Russell, 
Stennis, and many others. Wouldn’t you say I was in rather good 
company ¢ 

Secretary Brannan. Fine gentlemen. 

Senator Kem. Would you characterize them as unmindful of the 
needs of the farmers / 

Secretary Brannan. No, but I have not always agreed with them 
and they have not always agreed with me. 

Senator Kem. But you have never castigated them as unmindful of 
the farmers’ needs; have you ? 

Secretary BRANNAN. No, and they never prevented my coming be- 
fore the committee to state my views about these subjects and at the 
same time called for my resignation. 

Senator Kem. Well, assuming that I did that, which of course, is 
untrue, as you must know 

Secretary Brannan. Here it is in the paper [indicating]. 

Senator Kem. Assuming that I tried to prevent your coming here, 
which is untrue, and assuming that I called for your resignation, which 
is quite true, would that justify your making a false public state- 
ment about me? 

Secretary Brannan. I made an expression of my personal opinion, 
and I will document it. 
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Senator Kem. Well, why didn’t you come here prepared to do » 

Secretary Brannan. Because I thought we were looking into the 
facts about the grain situation. 

Senator Kem. And you thought you could get by with statements 
like that without ever being called ? 

Secretary Brannan. No. Iam prepared to answer any time. 

Senator Kem. All right. 

Secretary Brannan. Just give me notice that I am supposed to 
answer on those things. 

Senator Kem. Well, we will have you back on this, I promise, jf 
I have anything to do about it. 

On the Agricultural Act of 1949, I helped defeat permanent manda. 
tory 90-percent price supports. Would you Gender that I was un- 
mindful of the farmers’ needs on that occasion ? 

Secretary Brannan. Well, Senator, I am in favor of strong price 
supports for American farmers, and I disagree with that vote, of 
course, 

Senator Kem. Well, do you denominate those who believe the other 
way as unmindful of the needs of the farmers? 

Secretary Brannan. I disagree with them, sir. 

Senator Kem. But that is not the point. The point is, are they 
opposed to the farmers’ needs? 

Secretary Brannan. To the extent that they were wrong on that 
vote, in my opinion they were opposed to farmers’ needs. But | 
measure farmers’ needs by my own judgment of what is best for 
farmers. 

Senator Kem. And you would say on that occasion that Senators 
Anderson, Douglas, Hoey, Holland, Lucas, and many others were 
opposed to the farmers’ needs; is that right? 

Secretary Brannan. I am saying that they are fine gentlemen and 
I havea right to disagree with them. 

Senator Kem. But are they opposed to the farmers’ needs? 

Secretary Brannan. On that occasion I think their vote was in- 
correct. 

Senator Kem. But are they opposed to the farmers’ needs ? 

Secretary Brannan. To the extent they voted incorrectly on that 
measure, they were opposed to the farmers’ needs in my judgment. 

Senator Kem. All right. On the other hand, I voted to defeat the 
Williams amendment, which sought to eliminate continuance of the 
90-percent support for basic commodities for another year. Would 
you say in doing that I was opposed to the farmers’ needs? 

Secretary Brannan. No; you were right there, Senator. 

Senator Kem. That is one occasion on which I was not opposed 
to the farmers’ needs—another occasion ? 

Secretary Brannan. I didn’t say you wereallbad. [Laughter. | 

Senator Kem- Let’s refresh our recollection and see just what you 
did say. Your statement was that I have been against “nearly every 
thing the farmers need.” Now, my question to you is: Was I against 
what the farmers needed on that occasion ? 

Secretary Brannan. No, sir. 

Senator Kem. All right. I voted for final passage of the confer 
ence report which resulted in enactment of the Agricultural Act of 
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1949. The vote was 46 to7. Was I voting against the farmers’ needs 
on that occasion ¢ 

Secretary Brannan. That is the 1949 act? 

Senator Kem. Yes. 

Secretary Brannan. Well, it contained provisions that I thought 
were not in the farmers’ best interest. 

Senator Kem. Yes; but was I voting against something the farmers 
needed when I joined 45 other Senators in passing it 

Secretary Brannan. The fact that it contained a sliding scale made 
it in my opinion, not in the farmers’ best interest. I assume you voted 
for the bill, and many people voted for the bill, to get some bill rather 
than none on that occasion. To that extent it was commendable. Its 
contents were not. 

Senator Kem. If I was opposed to the farmers’ needs on that occa- 
sion, you wouldn’t characterize the action of the other 45 Senators 
who voted with me in the same respect; would you ¢ 

Secretary Brannan. No, sir. 

Senator Arken. Mr. Secretary, you recommended the President 
sign the bill; did you not ? 

Secretary Brannan. Yes; because many times the President must 
sign the bill in order to have any bill. 

Senator Arxen. That is right. 

Secretary Brannan. Rather than no bill at all. 

Senator Arken. That is right. 

Secretary Brannan. And he very, very often signs bills and in his 
message points out that he has objections to their contents. 

Senator Arken. I voted for that bill, but there were some passages 
in its provisions that I was thoroughly opposed to. 

Secretary Brannan. I remember that, Senator. 

Senator Arken. And [ still think they were bad. 

Senator Kem. For our purpose, Mr. Secretary, the question is 
whether the Senator who voted for it was unmindful or opposed to 
the farmers’ needs. I am asking you, was I opposed to the farmers’ 
needs on that occasion ¢ 

Secretary Brannan. I think I would have voted that way. 

(At this point the chairman returned and resumed the chair.) 

Senator Kem. That is another occasion on which I was not opposed 
to the farmers’ needs. 

On the oleomargarine tax, H. R. 2023, I voted with the majority for 
repealing the tax. The vote was 56 to 16. Would you say I was op- 
posed to the farmers’ needs on that occasion ¢ 

Secretary Brannan. I think that was the proper vote on that oc- 
casion. 

Senator Kem. You will admit I was in pretty good company; will 
you not ‘—for instances, Senators Aiken, Anderson, and Ellender. 

Secretary Brannan. Very fine gentlemen. 

Senator Kem. In 1950, I agreed to the conference report on cot- 
ton and the peanut-acreage allotment, Senate Joint Resolution 398. 
Would you say that I was opposed to the farmers’ needs on that 
occasion ¢ 

Secretary Brannan. I don’t remember the contents of the bill, 
Senator. 

Senator Kem. You don’t? 
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Secretary Brannan. No. 

Senator Kem. It is the report on the cotton and peanut-acreage 
allotments. 

Secretary Brannan. You voted which way? 

Senator Kem. I voted with Senators Anderson, Ellender, Hoey, 
Johnston of South Carolina—that is the first time you have come in 
for honorable mention, Senator—and Senators McFarland, O’Ma 
honey, and Russell. Would you say I was opposed to the farmers’ 
needs on that occasion ? 

Secretary Brannan. That is a highly controversial bill, Senator. 

Senator Kem. My question to you was: Would you say that I was 
opposed to the farmers’ needs on that occasion ¢ 

Secretary Brannan. It could have turned out that way. I don’t 
know whether it did or not. 

Senator Kem. Well, my question is: Was I opposed to the farmers’ 
needs ? 

Secretary Brannan. Well, now 

Senator Kem. You say I am against nearly everything that the 
farmers need. Now, is that a case where I was against something the 
farmers needed ? 

Secretary Brannan. It could be, but certainly from the viewpoint 
of the peanut—well, I am not sure even to say peanut growers—but, 
anyhow, that is just too controversial a situation, Senator, to judge 
it in terms of all farmers. 

Senator Kem. Was I or was I not 

The Cuarmman. I wonder what that has to do with the hearings. 

Senator Kem. It has a lot to do with them. 

The CHamman. Probably with the political future of the Senator 
from Missouri. 

Senator Kem. It has a lot to do with it. 

The Cuarrman. I don’t believe it has a thing to do with these hear- 
ings, Senator. That is why I am so anxious to try to conclude these 
hearings. If we go on 

Senator Kem. I want to conclude them. The Senator was absent 
when the thing came up. 

The Cuarrman. Yes; I know why it is being done. I anticipated 
all this. 

Senator Kem. Naturally, you would anticipate it. Naturally, any 
Senator would feel the same way as I do. Naturally, any Senator 
would be given an opportunity by the committee to inquire about the 
statement. 

In 1941 on farm labor—that is, Mexican farm labor (S. 984) 
I voted with the majority against the Chavez amendment in order 
to help insure farmers that adequate supply of farm labor. Would 
you say I was opposed to the farmers’ needs on that occasion ? 

Secretary Braxnan. Well, Senator, it could well be such as that 
I don’t have a recollection of just what my opinion was as to the right 
and wrong of that particular amendment. 

Senator Kem. Well, I voted in company with Senators Anderson, 
Aiken, Ellender, Hoey, and Johnston of South Carolina. Would 
you feel that they were unmindful of the needs of the farmers in that 
case ¢ 
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Secretary Brannan. Well, Senator, again, as I said a number of 
times, these are fine gentlemen. I am sure they expressed their in- 
tentions and their appraisement of what is best. That still doesn’t 
preclude me from entertaining a contrary view. 

Senator Kem. Is it your position that the Senators whom I have 
named were mindful of the farmers’ needs on that occasion but the 
Senator from Missouri was not ? 

Secretary Brannan. Well, I do not think the question is applicable 
to the problem at all. You just cannot draw that kind of conclusion 
from that kind of statement of facts. 

Senator Kem. Well, making a direct question, was I unmindful of 
the farmers’ needs when I voted on that bill? 

Secretary Brannan. Well, whether you were unmindful or not, of 
course, you are the best judge. 

Senator Kem. No. You have set yourself up as the judge. You 
have stated publicly that I was against nearly everything the farmers 
need. Now, I am asking you whether I was against what the farmers 
needed on that occasion. 

Secretary BRANNAN. Well, now, I am not sufficiently prepared about 
the contents of the bill to say one way or the other. 

Senator Kem. But you are ready to say that I was in good company 
when I voted with Senators Anderson, Aiken, Ellender, Hoey, and 
Johnston of South Carolina ¢ 

Secretary BranNaNn. I think we have repeated that at least 20 times, 
Senator. 

Senator Kem. All right. You will probably hear it further, and 

you won't like it, as we go along. 
’ In 1951, I voted against the Williams amendment to the Defense 
Production Act which sought to suspend the agricultural support 
program for the duration of price control. Would you say that in 
voting against that Williams amendment I was voting against some- 
thing the farmers needed ¢ 

Secretary Brannan. No; you were certainly voting for it. There 
isn’t any question about that. 

Senator Kem. All right. In many other votes on the Defense Pro- 
duction Act extension I voted against the Administration having au- 
thority to roll back prices to farmers. I voted to keep the market 
place available to farmers. In all instances there were many distin- 
guished Senators from farm constituencies who voted the same way 

did. Would you say in those votes I was opposed to what the 
farmers need ? 

Secretary Brannan. Well, Senator, that, of course, is another 
highly controversial and highly debatable piece of legislation. In 
my opinion, an effective price-stabilization program was in the best 
interests of farmers, even probably more so than the best interest of 
the balance of the economy. They could share more quickly and 
directly in price stabilization. And the record now is that they have 
suffered more from the failure to achieve good price stabilization. 
Hence, in my opinion, if that was a weakening of price stabilization, 
it was contrary to the farmers’ interests. 

Senator Kem. And you think the Senators, both Democratic and 
Republican, from the farm constituencies, who opposed that legislation 
were opposing the farmers’ needs? Is that right? 
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Secretary Brannan. I disagreed with it and disagreed with their 
opinion. They are certainly “entitled to their opinions arrived | 
them on the basis of a lot of circumstances available to them whi 
maybe I did not have. 

Senator Kem. Is that one case that you had in mind when yo 
stated publicly I was nearly always against nearly everything | 
farmers need ¢ 

Secretary Brannan. No; I don’t think I need to rely on cases |ik 
that. 

Senator Kem. I also voted against the slaughter quotas by the 
ministration which they sought to impose. 

The CuarrmMan. Senator, you did not indicate whether Senato, 
Aiken and I voted as you did in that case. How did we vote; do yo 
know ? 

Senator Kem. I don’t know. 

The Cuatrman. Why did you leave that out? 

Senator Kem. I will come back to your case in just a minute, Sen- 
ator. I also voted against the slaughter quotas which the Adminis- 
tration sought to impose. As you should know, these quotas would 
have hurt farmers marketing their livestock. Quotas were defeated 
by a vote of 47 to 33. Would you say that I was against what the 
farmers needed on that occasion ¢ 

Secretary Brannan. Senator, in the long run, those quotas may have 
been in the farmers’ best interest. I am sure the spokesman for them, 
the alleged spokesman for the farmers, came down here, created a con- 
trary impression. Now, it is one of those cases in which conscien 
tious people stand up and vote the way they feel. I think the vote 
was wrong. 

The Cuarrman. As I recall, I voted in the minority there. 

Senator Kem. I think so. 

The Cuarrman. Well, I wish the Senator would state that, since 
he mentions me in so many others in company with him. 

Senator Kem. Well, I want to be entirely fair, Senator. 

The Cuarrman. Well, that is all right. 

Senator Kem. I mentioned you only in cases when we happened to 
vote alike, and I will be glad for the record to show in any case I don’t 
mention you that in all probability you and I did not vote alike. 

The Cuarman. Yes; that isall right. 

Senator Kem. Before you came in and since you came in, I have 
shown that you and I think alike on many of these problems. 

The Cuarrman. I understand the Senator is interested in pleading 
his own case; so, just leave me out. Itisall right. 

Senator Arxsn. I do not want to be slighted, Mr. Chairman. I am 
sure I voted against the quotas. 

Senator Kem. I don’t want to slight the distinguished chairman, 
and when I am in good company I pride myself on that fact. 

The CuarrMan. Fine. 

Senator Kem. And I take pleasure in mentioning it, and not only 
now but perhaps on other occasions. 

The Cuatrrman. Thank you, Senator. 

Senator Kem. Now, on this last vote the chairman has inquired 
about, I think he was in the minority on that vote. I can check it 
very easily. 
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The CHamrMan. Yes, Senator. 

Senator Kem. Will somebody check this? 

The Cuarrman. Senator, it is all right. 

Senator Kem. I am sure you were in the minority. 

The Cuatrman. That is all right. 

Senator Kem. I might mention, among those Senators in whose 
company I was, Aiken, Butler, Connally, Eastland, Gillette, Hayden, 
Johnson of Texas, McFarland, and O’Mahoney. I don’t detect any 
enemies of the farmers there. Do you, Mr. Secretary ? 

Secretary Brannan. No; nor can you properly say that the people 
who voted contrary to the way you voted are enemies of the farmers. 

Senator Kem. And I certainly wouldn’t on any public occasion or 
on any private occasion say that those Senators, any of my colleagues, 
were opposed to what the farmers need on all occasions, on nearly all 
occasions, or On any One occasion. I indulge to give them the benefit 
of assuming that they know what their constituents need, as I tried 
to know what my constituents need. 

But the point is that you have publicly said that I am against nearly 
everything the farmers need. Now what I am doing is giving you 
an opportunity to defend your statement. 

Secretary Brannan. Right here and now? 

Senator Kem. Well, now or later. 

Secretary Brannan. O. K., Senator—— 

Senator Kem. Later. 

Secretary Brannan. I said a moment ago that I will document my 
statement very thoroughly and adequately. 

Senator Kem. All night. 

Secretary Brannan. Let me just finish now, Senator. You have 
read here a long list of votes. 

Senator Kem. Yes. 

Secretary BRANNAN. On various issues. 

Senator Kem. Yes. 

Secretary Brannan. You very studiously have avoided some very 
important areas. You avoided the REA area. You have avoided 
a number of other areas. 

Senator Kem. Do you mean to infer I voted against REA appropria- 
tions ¢ 

Seeretary BRANNAN. Let’s look at the record on that one. 

Senator Kem. Is that your reference, your statement 

Secretary Brannan. That is my recollection, but let’s 

Senator Kem. You will find your recollection is entirely faulty, that 
your memory, as so often during these hearings, has played you a 
trick. I have voted for the REA appropriations consistently. I have 
opposed the construction of certain power lines by the SPA paralleling 
taxpaying lines in our State. 

The Cuarrman. So did I. 

Senator Kem. Who are furnishing power at rates prescribed by the 
Public Service Commission. And as Senator Ellender said, he did. 

Secretary Brannan. There are many many other votes other than 
those you have cited here today, Senator. 

Senator Kem. I want you to come up with the record. Here is the 
complete record, if you want to pick any out. You are welcome to it. 
I think, as a matter of fairness, you should have an opportunity to do 
that working with your staff. 
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I just want to say this in summary: That when you do examine that 
record you will find, contrary to your statement, I voted consistent] 
for the interest of the farmers. Irepresent a great farm constituenc) y. 
I have made it my business to study what they need. I made it my 
business to keep in close contact with the farm leaders in my State, and 
I have tried to, so far as I consistently could, carry out what seemed 
to be the best interests of the great farming interests of my State. 

I have been for sound agricultural aid from the Federal Gov 
ernment. I have been against encroachment of the Federal Govern- 
ment upon the farmer’s liberty and freedom and I believe, Mr. 
Secretary, that the vast majority of the farmers in my State believe 
as I do about that. 

I think, Mr. Secretary, that if you had been as vigorous in doing 
the same thing that I have been trying to do you would not have 
found it necessary or advisable to indulge in the smoke screen of 
slander to cloak your own failure to represent adequately the cause 
of the American farmer. 

Now, Mr. Chairman, I ask particularly that Mr. Brannan be given 
an opportunity at his first convenience to come here and bring in 
any records that he can find that will justify his statement that |] 
have voted against nearly everything the farmers need. 

We become somewhat diverted there. The next case I would like 
to ask you about is the Alabama Co. warehouse case. 

The Cuarrman. I hope from now on, Senator, we can hew the 
line. A lot of statements are made, hot-tempered statements. | 
make them sometimes. You do, too. And we sometimes find them 
wrong. And in all probability maybe our good Secretary may have 
talked out of turn because of the fact that he was jabbed so often 
by many Senators, and sometimes I don’t blame him. 

Senator Kem. And I anticipate when our able and genial friend 
examines the record that he will come here with an apology. 

The Cuarrman. All right, Senator, let’s proceed. 

Senator Kem. Referring to the Alabama Warehouse case, accord- 
ing to the testimony, the warehouseman converted Commodity Credit 
peanuts, used the Commodity Credit drafts to pay his own debt for 
the peanuts for the previous crop, and failed to refund the Com- 
modity Credit an overpayment collected back from a producer. Is 
that in accord with the facts? 

Secretary Brannan. Well, Senator, our records show that these 
people stored about 8,174,000 pounds; that the shortage appeared 
to have been 796,000 pounds; that the book value was about $69,000; 
and that that is the amount of our claim. 

The bond in that case is a $15,000 bond, but this company showed 
assets of $550,000. That explains the small bond. 

Now, we expect complete restitution of any money which the Gov- 
ernment might have lost as a result of these shortages. Further 
more, the matter has been conveyed to the United States attorney 
who has expressed that in his opinion there was no basis for a crim- 
inal action. 

Senator Kem. When was the civil settlement made? 

Secretary Brannan. I am not sure, but the money has been en 
tirely repaid already. 

Senator Kem. The testimony is that the civil settlement was made 
on May 4, 1951; is that correct ? 
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Secretary Brannan. I think so. Yes. 

Senator Kem. After the civil settlement was made, did the Com- 
modity Credit advise the local commodity office that it would be all 
right to go on and enter into a new sheller contract with the ware- 
housemen as no criminal action was contemplated ¢ 

Secretary Brannan. I am not familar with that particular letter, 
if there is such a letter in the file. But it might well be. 

I think if the case had been settled up, we might well have. 

Senator Kem. Mr. Secretary, would you prefer to have this exam- 
ination deferred until after you have had an opportunity to read the 
record of the testimony before this committee ? 

Secretary Brannan. No, sir. I do not intend to read the complete 
record, 

Senator Kem. You donot. You are not interested ? 

Secretary Brannan. Yes, sir, I am interested in the facts as we 
develop them. 

Senator Kem. I see. 

Secretary Brannan. And we have had a very careful analysis of the 
record which has been made available to us, and the discrepancies be- 
tween it and our own records have been reconciled, and where they are 
not reconciled we have understood, or think we understand, the reason 
for the differences. 

Senator Kem. Does your synopsis show when the civil settlement 
was made ¢ 

Secretary Brannan. Yes, as you said, May 4, 1951. 

Senator Kem. Does your synopsis show that the local commodity 
office was thereafter advised by CCC that it would be all right to enter 
into a new sheller contract with the warehouseman as no criminal ac- 
tion was contemplated / 

Secretary Brannan. I am not familiar with that letter, but I can 
understand that it could very properly take place. We have done 
business with the 14 flax dealers, flax warehousemen, after restitution 
and after complete settlement. 

Senator, we must go on the theory that these people are not fun- 
damentally dishonest and permanently dishonest. If we can be satis- 
fied there will not be recurrence, we should not deny the farmers the 
use of that facility. 

Now in this case I am sure we have satisfied ourselves that there 
was either a change in management or there was some other arrange- 
ment which warranted us in proceeding to use that facility. Crush- 
ing facilities are not in excess supply in that particular area. There- 
fore, we look for an opportunity to do business with the facilities 
again on a reasonably sound basis, even though there may have been 
one unfortunate act somewhere in their history. You just can’t put 
people out of business and deny the facility to the farmers in the area 
because of the wrongful act of one individual. 

Senator Kem. Did you thereafter refer this case to the Department 
of Justice for possible criminal action ¢ 

Secretary Brannan. And I reported to you on their reply. 

Senator Kem. What was it? 

Secretary BRANNAN. That there was no basis for criminal action. 

Senator Kem. What accounts for the time lag between the civil 
settlement on May 4, 1951, and the referral to the Department of 
Justice on May 18, 1952? 
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Secretary Brannan. The fact that in our opinion there was no 
criminal liability involved, and that opinion has been sustained }) 
the Attorney General. 

Senator Kem. Did that justify the delay in referring it to the 
Department 

Secretary Brannan. We exercised our judgment under the agre: 
ment. 

Senator Kem. That was a case you screened ¢ 

Secretary BRANNAN. And it has proven in that case a very valuable 
and useful device. 

Senator Kem. Now I would like to ask you about the Cargill cases. 
Have you got the record on that ? 

Secretary Brannan. All right, sir. 

Senator Kem. Is it true, as was testified before the committee, that 
under its Norris City storage agreement with CCC Cargill received 
a double loading outcharge on certain grains? 

Secretary Brannan. Well, now, Mr. Kem, I would like to just make 
a statement about that. 

Senator Kem. Certainly. 

Secretary Brannan. Senator, by the strict legal interpretation of 
a contract of July 27, 1949, negotiated between Commodity Credit 
Corporation and Cargill Grain Co. for the storage of grain in the tem 
porary or reconstructed facilities at Norris City, Ill., the Government 
was obligated for the $612,500 payment. That sum, however, includes 
$37,500 relating to loading-out charges for services which were not 
performed by the company and which sum was, therefore, not earned 
in fact. The language of the contract upon which the obligation to 
pay for these unearned services is founded became a part of the con- 
tract as a result of the peculiarly clever conduct by representatives 
of the company, which raises a very serious question as to the com- 
pany’s moral right to retain these funds. 

There can be no doubt that if the company representatives had de- 
livered to Mr. Kruse the interpretation of Mr. Kruse’s letter, which 
subsequently became a part of the contract, such language would not 
have appeared in the contract in that form, because Mr. Kruse would 
have had an opportunity to notify the Chicago office that he did not 
agree with Mr. Grimes’ interpretation. 

Senator Kem. Was it the intention of the Commodity Credit to 
pay Cargill twice as much in loading-out charges as it paid to other 
warehousemen ¢ 

Secretary Brannan. The intention was not to do that. 

Senator Kem. Would you denominate this a $37,000 mistake on the 
part of the CCC? 

Secretary Brannan. Well, I wouldn’t so characterize it, but | 
would say to you this, Senator: This was the very first of this type 
of contract which we negotiated. Mr. Grimes—it was negotiated in 
Washington in its preliminary steps. It was to be performed 1: 
the area of Chicago. Therefore the Chicago office was brought into 
the final proceedings. 

The letter which covered this particular part of the contract was 
ambiguous. It had been nevertheless agreed upon between Mr. 
Kruse and Mr. Grimes. Mr. Grimes thereafter wrote an interpre- 
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tation of the contract which placed upon the Government the obli- 
gation for the $37,500 here in question. 

~ In lieu of sending that interpretation to Mr. Kruse, with whom 
he had been carrying on discussions, he sent it, he got it into the 
hands of our Chicago people by some circuitous route, and whether 
or not they understood it to have been Mr. Kruse’s interpretation or 
intention is not now clear, but it did get into the contract. Tech- 
nically we are liable for it. 

I think this is one of the cases in which a rather sharp practice 
has resulted in someone getting an advantage of the Government. 
But for every one of these, there are literally hundreds of thousands 
of cases in which attempts of this kind have been frustrated and 
headed off. 

Senator Kem. Do you feel that the committee performed a valu- 
able public service in bringing this situation to light? 

Secretary Brannan. I have certainly no objection to the matter 
having been brought to light. I have no objection to discussing it 
at length with anybody at any time. There is some doubt in my 
mind as to what purpose is served by your rediscussing it time 
after time. 

Senator Kem. Does this apply to me or to other members of the 
committee as well? 

Secretary Brannan. Well, the matter has been before the com- 
mittee anc carefully explored. The people from the Cargill Co., the 
people from the grain trade, and the Solicitor have been inquired 
of very carefully and fully. Others in the Department, I think, 
have been questioned concerning the case. And we have all said that 
technically we should not have been, it was not our intent to get 
involved for the $37,500, but because of—whatever you want to 
term the conduct of Mr. Grimes—because of it we did get stuck. 

Senator Kem. Have you previously said so on any public occasion ? 

Secretary Brannan. Our folks have said so before this committee. 

Senator Kem. That was not my question to you. Previously 

Secretary Brannan. I have not had occasion to say so publicly. I 
have not been interrogated about it. 

Senator Kem. Is it not in order for the committee to inquire your 
views ? 

Secretary Brannan. I am not objecting to your inquiring as to my 
views. 

Senator Kem. Al right, just don’t mention it again. 

The Cuatrman. Mr. Secretary, do you not think in good faith that 
this money ought to be returned to the Government by Cargill Co. ? 

Secretary Brannan. I do, Senator. 

The Cuatrman. As I stated publicly, it is my purpose to write to 
— at the proper time to return this, and I am very hopeful they 
will. 
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(Correspondence between Senator Ellender and Cargill, Inc., is set 


forth as follows:) 
ExuHisit 87-A 
JUNE 9, 1952 
CARGILL, INC., 
Vinneapolis, Minn. 

GENTLEMEN : We are about to conclude our hearings of the investigation int 
the Commodity Credit Corporation storage and processing activities. 

The record reflects that under date of July 29, 1949, you entered into a uniform 
grain-storage agreement with Commodity Credit Corporation for the storage o! 
5 million bushels of corn at Norris City Elevator, Norris City, IIL, and that 
last of this corn was only recently removed from your elevator. Pursuant 
this agreement you have been paid by CCC $1,244,593.21 for handling and storag 
charges. The record further reflects that under this contract you were 2 
anteed a minimum income of $612,500 for the handling and storage of this 
corn for the first year, which amount included $37,500 of loading-out charges 
computed at the standard rate of three-quarters of a cent per bushel. 

As you know, these loading-out charges were never earned by you in that the 
corn remained in storage long after the year had expired. Although you received 
reimbursement therefor, I am sure that it was contemplated you would be paid 
such loading-out charges only if the grain had been removed the first yea 
Since the grain remained over a year, it was never contemplated that you sho 
collect twice for loading it out. It is my belief that had it been clear to y: 
the grain was going to remain in your care for over a year, you would not ha 
insisted upon the collection of this load-out charge. 

Be that as it may, and without desiring to argue the point with you, I wond 
if you would kindly look into this matter at once and, if you see fit, mail mx 
check payable to the Commodity Credit Corporation for the sum of $87,500 
would like to incorporate in our report, which is now in process of preparatio: 
statement to the effect that upon this matter being brought to your attentio: 
you promptly remitted this unearned charge. 

As I stated publicly on two or three occasions, I felt that a company of vy 
magnitude and long business experience would not want to take advantag 
of the Government and that, in my opinon, you would no doubt pay this amount 
Do not disappoint me and let me have your check by return mail so that I can 
report it to the committee and have the incident incorporated in the final report 
which we propose to file with the Senate at an early date. 

Very truly yours, 
ALLEN J. ELLENDER, Chairma 


CARGILL, INC, 
Minneapolis, Minn., June 18, 1952. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate, Washington, D. C 

Deak SENATOR ELLENDER: Receipt is acknowledged of your letter of June 9, 1952, 
requesting that we forward to you our check for $37,500, payable to Commodity 
Credit Corporation in connection with the agreement applicable to our Norris 
City, Ill., grain-storage facilites. 

We are, of course, aware of your earlier suggestion to the same effect, and have 
given the proposal careful consideration. In doing so we have had in mind a 
number of factors which we regard as highly important. We should like to take 
this opportunity to outline some of these factors to you briefly. 

Obviously significant is the fact that the payment of this amount to us in the 
first instance was entirely proper from a legal viewpoint, and was, in fact, re- 
quired. It should be borne in mind that guaranteed earnings or “used or not 
used” contracts are not uncommon in the grain storage and handling industry 
Under these agreements, payment is made for making and keeping services avai 
able, as distinguished from payment for services if, as, and when rendered. 

There is no doubt that the agreement as made was not only proper but was 
sound under all existing conditions. No misrepresentation or other improper 
action was involved, and both parties were fully aware of the nature of the rights 
and duties created by the contract. There is thus no legal or moral questio! 
involved in the contract itself or in its performance, a part of which was the 
payment to us of the amount which you request be repaid. If this company 
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thought otherwise it would not in the first instance have billed Commodity Credit 
Corporation for the sum you now request us to hand to you. 

Cargill, Inc., has never evaded its just obligations, and requests for the fulfill- 
ment of such obligations are wholly unnecessary to create a willingness on our 
part to do what is right. The question raised here is not a legal or moral question, 
but whether or not money should be paid to Commodity Credit Corporation as a 
matter of good will. 

As your letter states, the last of Commodity Credit Corporation’s corn has been 
recently loaded from the Norris City elevator. Prior to the completion of the 
loading, on May 15 to be exact, we commenced discussions with the Commodity 
Credit Corporation relative to items of settlement. These discussions are con- 
tinuing. We have the matter of this requested payment in mind, and we consider 
it an appropriate part of these discussions. 

Your public expression of confidence in our company is deeply appreciated. 
We regret that this reply may disappoint you, but we believe that you will accept 
jt and understand it in the spirit in which it is written. 

Yours respectfully, 
A. 8S. CaraIL1, 
ASC: s 

Secretary Brannan. It would be a free and voluntary act on their 
part, unfortunately. 

The CuatrMan. I understand they are probably entitled to it legally, 
but I think Senator Kem himself pointed out how sharp Mr. Grimes 
was in being able to negotiate the contract. 

Senator Kem. My recollection is he admitted that Cargill had a 
good lawyer. 

The Cuarrman. And he was kind of proud of the fact that he was 
able to write such language to be incorporated in the contract ? 

Senator A1rken. Mr. Secretary, why was the attorney for Cargill Co. 
permitted to write the provisions of this contract over and above the 
wovisions of the uniform-grain-storage contract? As I recall it, he 
| ! era - 
told the committee that he did that, that he called up the company 
back home and told them what he had done and got their approval. 
I was wondering why he should be writing any of these provisions. 

I am also wondering why in the first place the Chicago oflice was 
bypassed in reaching this agreement. 

Secretary Brannan. They were not bypassed. As a matter of fact, 
through some oversight the Chicago office did not check before add- 
ing this interpretation language into the contract. 

The CuarrMan. You mean originally ? 

Senator Arken. Yes. Mr. Bradley testified that the first they 
knew, about the contract with the Cargill Co. was when they received 
acopy of the letter which had been written. 

Well, here is the testimony on page 1893 of the hearing relating to 
this contract : 

Mr. Correr. Did they tell you to go ahead and do it? 

Mr. Brapitey. We did not have too much voice. It already had a guaranty 
on it. 

Mr. Correr. Did you have a choice? Actually Cargill was not able to per- 
form according to its representation with respect to ability to load it. You 
had a very bad back-up situation in loading and a bottleneck there which 
finally caused the railroad to employ an embargo. 

It went on, and I am not sure I am reading the right place here— 
“Mr. Bradley. That is correct.” 

But I do recall that they testified the first they knew about the 
agreement with Cargill was when they got the instructions from 
Washington to make it. 


20554—52—pt. 2 54 
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Secretary Brannan. That is right, Senator. 

Senator Arken. I was wondering, that appeared to be the on!) 
contract that was made in this manner, although there were 25 other: 
in that area. 

Secretary Brannan. There were 400 others, Senator, out over the 
country with the special guaranty provisions of one character or a: 
other. But this was the very first one that we had negotiated with 
anybody, and the procedures and the policies were in the process of 
being formulated, and the instructions to the field offices were in the 
process of being formulated. Again, remembering the background 
against which we were working, trying to get grain under cover, the 
first contract was negotiated here, at least the initial parts of it were 
negotiated here and sent out to the field. If we had completed the 
negotiations here Grimes would not have got away with the little 
piece of trickery he did. 

Senator Arken. To paraphrase Mr. Churchill, I believe, the Cargi!! 
Co. “got their firstest with the worstest.” 

Secretary Brannan. I think so, Senator. I think it must be re- 
membered that there were some 400 of these kind of contracts in 
which no such occurrence as this took place. 

Senator Arken. I don’t think they were quite identical with the 
Cargill contract. 

Secretary Brannan. Not any one of the 400 are really identical. 
They had to be related to the particular facility and situation. 

Senator Arken. Apparently the Chicago office was rather surprised 
to get the instructions to go through with this contract, and it was 
apparent from the testimony that they would not have approved the 
facilities had they been consulted before the agreement was made 
with Washington. 

Secretary Brannan. Well, Senator, again in our haste we relied 
upon one of the great companies, the word of one of the great and 
large grain companies of the country. 

Senator Arken. Yes. 

Secretary Brannan. Now if we are not to accept their word for 
anything, business is going to be awfully hard to do. 

We have established all the safeguards we can, and here was one 
case where something slipped through the safeguards in the early 
stages of it. 

Again, as I have tried to say to you, we are not infallible by a long 
way, but the percentage of misses or the percentage of error is so re- 
markably small that I just think everybody ought to be proud of these 
folks in the Department in place of this kind of proceeding. 

Senator Kem. Are you critical again of the committee ¢ 

Secretary Brannan. Senator, I must confess to you I don’t under- 
stand the purpose of your examination all yesterday and today. But 
I am sure it will be disclosed in due course. 

Senator Kem. I think it will, and perhaps I should explain to you. 

You have on repeated occasions taken the position that there has 
been no criminal misconduct on the part of any representatives of 
your Department, that there has been no evildoing or wrongdoing, 
have you not ? 

Secretary Brannan. No. I think my statement has been just as I 
said it to Senator Aiken now, that we were not infallible. I never 
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have stated that there weren’t some people out of the 68,000 that work 
in the Department of Agriculture who might not be guilty of offenses 
against one or another of the criminal statutes of the country. And 
1 do not think you can find 68,000 people anywhere who are. I doubt 
you could even find 6,800. 

Senator Kem. I agree. 

Secretary Brannan. That has been my consistent statement. But 
what we are doing here—— 

Senator Kem. Mr. Secretary, you have testified here to great changes 
you have made in your procedures as a result of the investigation of 
this committee and also while its investigation was going on. How 
can you say that the activity and interest of the committee has not 
been for the public good ? 

Secretary Brannan. Senator, I am not debating that point. I don’t 
understand the continual repetition of the details of these cases over 
and over and over again. 

Senator Kem. Had you ever been asked about the Cargill case 
before ? 

Secretary Brannan. I think your records are replete with evidence. 

Senator Kem. I said, had you ever been asked. We are asking you 
as the head of the Department what you think about the Cargill case 
and what you propose to do about similar cases. 

Secretary Brannan. Well—— 

Senator Kem. You have said you are the responsible head of the 
Department. You have not tried to evade your responsibility. 

Secretary Brannan. No, sir. 

Senator Kem. Now, is it not proper and in order for the committee 
to inquire your views as to these things ¢ 

Secretary Brannan. It certainly is. 

Senator Kem. Then will you withdraw your criticism of the com- 
mittee ¢ 

Secretary BRANNAN. I did not criticize the committee, but I don’t 
withdraw the statements I have made here, Senator. 

Senator Kem. Well, do you now understand the purpose of the 
examination ¢ 

Secretary Brannan. No, sir. 

Senator Kem. Didn’t you previously say that you had made im- 
portant changes in your procedures as a result of the investigation of 
the committee ¢ 

Secretary Brannan. This matter was corrected as soon as the in- 
structions went out to the fieid, perhaps within a week of this par- 
ticular occurrence. 

Senator Kem. Have you told us that before? 

Secretary Brannan. Yes, sir. I was just saying it here and now, 
and I think it has been said a dozen times in the record. 

Senator Kem. Isn’t that something the committee should properly 
interest itself in? 

Secretary BRanNaAN. As a matter of fact, Senator, I am sure that the 
witnesses who have been here before have testified to the very same 
thing time and time again: 

Senator Kem. Well, we are asking you as the head of the Depart- 
ment your explanation of these things, and you are the policy-making 
head; are you not? 

Secretary Brannan. Yes, sir. 








1996 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Senator Kem. On numerous occasions you have told us that stat: 
ments made by your subordinates did not reflect the policy of the 
Department. You have testified to that today. 

Secretary Brannan. I am sure that is entirely correct. 

Senator Kem. How do we know whether statements made by you: 
subordinates reflect the Department policies except by asking you / 

Secretary Brannan. Senator, you have read me no statement 
which a man purported to represent the Department policy. 

Senator Kem. When any witness testifies here, how do we te 
whether he is representing Department policy or not? 

Secretary Brannan. Ask him. For example, one witness we have 
discussed didn’t say he represented the Department policy; he said 
he expressed an opinion. And he didn’t even express an opinion: 
he expressed a preference, and in the next phrase of his communi- 
cation he deferred to the judgment of the Solicitor, and the judgment 
of the Solicitor was contrary, and the man involved was prosecuted. 
And the man’s name was Moore. 

Senator Kem. Well, Mr. Secretary, whether you like it or not, | 
think as long as you are head of the Department of Agriculture thai 
your transactions there will be reviewed by congressional commit 
tees. And I dare say that your successors in office, long after both 
you and I are gone, will be called before congressional committees 
to testify as to what is going on in their departments. 

Secretary Brannan. Senator, I don’t think there is anybody—— 

Senator Kem. Let me finish. 

Secretary BRANNAN (continues). Who has more forthrightly at 
tempted to serve the Congress. 

Senator Kem. Let me finish this. As long as I am a Member of 
the Congress, I will consider the investigatory function as one of the 
most important and valuable functions of the Congress, and I wi! 
deem it a privilege to be permitted to take part in carrying out that 
function which I regard as highly desirable and for the public good 

Is it also true, as was testified, that under the 5,000,000-bushel 
guaranty at Norris City operation Cargill received $62,000 in storage 
charges on corn which, because of Cargill’s own delays and the im 
possibility of putting 5,000,000 bushels in store in a short time, could 
not be in store during the period covered by the charges? 

Secretary Brannan. May I ask the chairman a question? 

Senator Kem. Yes. 

(Discussion was had off the record.) 

The Cuarrman. All right, Mr. Secretary. 

Senator Kem. Does he have my question ? 

The CHaArrmman. I think he has. It was about the $37,000 storage 
charges. I think it was testified before that was in accord with the 
contract. . 

Senator Kem. That is true: that you paid that $62,000 under those 
circumstances ¢ 

Secretary BRanNAN. Yes. 

Senator Kem. Do you regard that as justified ? 

Secretary BRaNNAN. It is part of the guaranteed-storage agreement. 

Senator Kem. Do you think it was a proper charge, proper payment ! 

Secretary Brannan. That one was a proper charge. 








STORAGE AND PROCESSING ACTIVITIES OF CCC 1997 


Senator Kem. Do you regard the payment as a payment the Govern- 
ment should have made under those circumstances regardless of the 
terms of the contract ? 

Secretary Brannan. Well, Senator, when you enter inte a guaran- 
teed contract, that is the very purpose of the guaranty of the contract, 
to assure one of the contracting parties that if he goes ahead and makes 
certain investments he will receive a minimum amount of grain for 
storage. 

Senator Kem. Was not this contract of questionable wisdom in view 
of the nature of the facilities, the lack of proper conditioning equip- 
ment, and the fact that Norris City is not a usual point for in-transit 
storage ¢ 

Secretary Brannan. Senator, in all of these cases of this type, you 
start with the premise that the facilities were not ideal facilities; they 
were temporary facilities, improvised on short notice, and would not 
meet the high standards that you could require in normal times. That 
is all there is to it. 

Senator Arken. Mr. Chairman? 

The Carman. As I recall, there was also this condition: The 
weather prevented the delivery of grain on time. 

Mr. Geisster. Yes. 

The Cuamman. And, had it not been for the bad weather, the prob- 
abilities are the 5,000,000 bushels would have been stored as per the 
contract. 

Secretary Brannan. That is the reason the guaranty was there. 

The Cuarrman. I understand. 

Senator Arken. In regard to Senator Kem’s previous question, I 
understood there were, the Secretary says, 400 contracts where there 
was a guaranty of storage. But is not this the only contract where 
there was a guaranteed income to the other party to the contract ? 

The testimony has indicated this was the only contract of its kind in 
the Chicago area. Is there any in other areas? I think that would be 
well if we could have a list of them. 

Secretary Brannan. Do you want a list of them? 

That is true. This, again, was the first contract and it got off on a 
dollar basis instead of a per unit basis. 

Senator Arxen. This is a guaranteed-income basis. 

Secretary Brannan. Yes. 

Senator Arken. Which was unique? 

Secretary Brannan. Yes. But I am sure, Senator, that, if in any 
case it is clear there is no collusion, it is in this case. Grimes was oper- 
ating against us as hard as he knew how. 

Senator Arken. He did a job on you. He was proud of it and he 
came before the committee and practically bragged about it. 

The CHatrman. Now, Mr. Secretary, when you say about 400 cases, 
you classify the Harris case where a certain amount of grain was 
guaranteed to him and also the Midwest in that? 

Secretary Brannan. Yes. 

The CHatrman. That is what you mean by those ? 

Secretary Brannan. Yes. 

The CHarrman. It is not a guaranty on a cash basis; it is a guar- 
inty that so much grain would be stored, a minimum amount ? 

Secretary Brannan. Yes. 
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Senator Arken. And in that case, Mr. Chairman, they only paid 
storage on the amount of grain which was actually stored ? 

The Cuarrman. I understand, but the Cargill case was the on 
cash guaranty that was made. 

Senator Arken. Where there was income guaranty? 2 

The Cuarrman. That is right. 

Secretary Brannan. Even in the other contracts we guaranteed 
store so many units. 

Senator Arken. That is right. 

Secretary Brannan. There is not a great deal of difference. If we 
had failed to store the wnits, we would have been responsible in cas! 

Senator Arken. Is that right? 

Secretary Brannan. Yes, sir. 

Senator Arken. I think you are wrong there. 

Secretary Brannan. For a minimum amount of storage. 

Mr. Kruse. In the Harris case there was no guaranteed minimum 

Secretary Brannan. That is right. 

Mr. Kruse. But under the regular guaranty of storage, Mr. Secr: 
tary, they have 75 percent of operating capacity. 

Senator Kem. There was a guaranty in the Midwest case? 

Secretary Brannan. There was a minimum guaranty; yes. 

Senator Arken. You guaranteed to use their facilities, but it turned 
out in the case of Cargill that you guaranteed to pay them an income 
they didn’t earn, and in other cases that was not true. 

The Cu oe in. The committee will stand in recess until 2 p. m. 

(At 12:15 p. m. the committee recessed to 2 p. m.) 


AFTERNOON SESSION 


(The committee reconvened at 2: 05 p. m.) 

(Present: Senators Ellender, Anderson, Aiken, Kem, Thye, and 
Mundt.) 

The Cuatrrman. The committee will be in order. 


TESTIMONY OF HON. CHARLES F. BRANNAN, SECRETARY OF AGRI- 
CULTURE ACCOMPANIED BY GUS F. GEISSLER, ADMINISTRATOR, 
PMA, AND ELMER F. KRUSE, ASSISTANT ADMINISTRATOR FOR 
COMMODITY OPERATIONS, PMA, UNITED STATES DEPARTMENT 
OF AGRICULTURE 


Senator Kem. Mr. Secretary, it appears from the testimony in 
regard to the Norris City storage operation of Cargill, Inc., that 
two-thirds of the corn that went into these facilities has deteriorated 
to sample grade, although it went in as No. 1, and that CCC is likely 
to suffer extensive losses by reason of this deterioration. What would 
you estimate those losses are likely to be? 

Secretary Brannan. The losses will be nothing. There will be 
a deterioration in grade; but, if the Cargill corporation cannot re 
spond to a claim, then I think we are ina pretty sad fix. 

Senator Kem. Do you have in mind making a claim on that basis‘ 

Secretary Brannan. Certainly a claim will be made in every place 
a claim is proper. 

Senator Kem. What do you estimate the claim will be? 
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Secretary Brannan. I do not have an estimate. Do you have an 
estimate ¢ 

Mr. Kruse. No. 

Secretary Brannan. Grain is just being finished; the process of 
loading it out is just being completed. It has been completed and 
the claim hasn’t been computed. 

Senator Kem. Do you feel that the Commodity Credit Corporation 
is protected in this respect by the terms of the contract ¢ 

Secretary Brannan. It is my understanding that they are, and 
thatethey are also protected by the financial responsibility of this 
corporation. 

Senator Kem. The financial responsibility of Cagrill would make 
no difference if the terms of the contract did not protect CCC. Isn’t 
that right ? 

Secretary BRANNAN. I am sure that is right. 

Senator Kem. Have you examined the contract ¢ 

Secretary Brannan. No. 

Senator Kem. Has it been examined by your counsel with this idea 
in mind ¢ 


Secretary Brannan. I have heard nothing to the contrary. 


Senator Kem. Would you mind repeating the question ¢ 

(The reporter read back the question. ) 

Secretary BRANNAN. The answer is that I am not certain that it has 
or has not, because the question has not come up as to whether or not 
the Cargill company was responsible. 

Senator Kem. The question has come up that this deterioration has 
occurred; has it not? It came up in the hearings before this com- 


mittee; didn’t it? 

Secretary Brannan. That is not a question; that is a fact. It oc- 
curred in their possession and under a contract which I believe is 
adequate to cover the losses of deterioration. All of our contracts do. 

Senator Kem. Is there any further comment you would like to make 
about the Norris City storage operation ¢ 

Secretary BRANNAN. None, sir. 

Senator Kem. Now, I direct your attention to the contract with 
Cargill by which CCC bought grain at the cash price and accepted 
delivery after May 31 following. Is it true, Mr. Secretary, as was 
testified, that, although the cash prices for wheat in February, March, 
and April 1948, were about 20 cents a bushel above the May futures 
price, CCC purchased 6,500,000 bushels from Cargill at the high cash 
prices and took delivery after May 31? 

Secretary BranNAN. Senator, at the time we made the purchases to 
which you make reference, it was apparent that there was a consider- 
able need and immediate need for early shipment of this grain to meet 
the Army and the Marshall plan and other Government requirements. 
The need was very much larger than normal. The Minneapolis office 
undertook to buy 25,000,000 bushels of wheat. for this purpose. 

It bought some wheat for all-rail immediate shipment and also 
bought wheat from Cargill and other vendors to be delivered in Du- 
luth, Minn., by April 15, by which time shipment by water to Buffalo 
would be possible. 

Because wheat was not loaded at the ocean ports as rapidly as had 
been expected, our need for wheat for immediate and early ship- 
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ment decreased, and our first expectations of volume of need did jot 
pan out, as it was originally indicated to us by the persons who were 
ultimately to secure the wheat. 

The representative of the Minneapolis office when they became 
aware of this, decided that it was possible to effectuate an economy 
through the amendment of their contract with Cargill to provide for 
the delivery of the grain in Albany instead of Duluth. That per- 
mitted an all-water route and that also made possible a considerably 
smaller transportation charge. Cargill was the company to do busi- 
ness with because they had substantial control of the all-water route 
from Duluth to Albany through its ownership of the grain barges 
on the New York barge canal. 

The amendment to provide transportation entirely by water offered 
very definite advantages in that it effected a considerable saving in 
transportation and storage costs and avoided losses in shrinkage. 

Although a substantial saving resulted from the revision of the 
contract by arranging for the cheapest transportation, perhaps some 
additional savings could have been effected if a vigorous attempt had 
been made, to require Cargill to share any possible accrual to them in 
differential of price in the market place because of the delayed de- 
livery provision in the amended contract. 

I would just like to mention, Senator, that our procurement of 
grain—— 

Senator Kem. Mr. Secretary, you are departing now from the 
written statement that has been handed out to the press, are you 
not ¢ 

Secretary Brannan. No, sir. 

Senator Kem. Well, you have. What you said is a departure. 

Secretary Brannan. I added the word “Senator” in that sen- 
tence. 

Senator Kem. No, before that. 

Secretary Brannan. Well, all right, let’s just forget the state 
ment. I have a right to depart from my own statement, have I not / 

Senator Kem. You certainly have. 

Secretary Brannan. All right. 

Senator Kem. You certainly have, but it seems to me the press 
should be notified that you are not testifying under oath to the same 
facts—— 

Secretary Brannan. They have ears. 

Senator Kem. Set out in the hand-out. 

Secretary Brannan. They have ears. They can listen. They are 
listening and they are not being fooled by any conduct of ours nor are 
we attempting to fool anybody. 

Senator Kem. I quite agree. 

Secretary Brannan. I appreciate that first complimentary remark, 
Senator. 

I would like to mention at this point that our procurement of grain 
under the supply program for the Armed Forces and the other Gov 
ernment agencies has been quite beneficial from their standpoint. We 
have delivered grain to them at our cost plus not to exceed 1 percent 
for administrative expenses. 

By far the major portion of the wheat which we have delivere 
was priced at about 20 cents below the current market price on tli 
date of its delivery to the other Government agencies. 
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For example, on one occasion we bought in excess of 20,000,000 
bushels of wheat at Kansas City at a fixed price over a 36-hour period. 
The market rose substantially as soon as the amount of our purchases 
became known in the trade. This particular operation saved the 
Government at least $4,000,000 as contrasted with the purchase of the 
same amount of wheat if it had taken place over a period of 2 weeks 
with each day’s purchases driving the market up further. 

I think you could summarize this particular situation by saying all 
that has happened here is that we have been second-guessed, but many 
times the second guessing has been very much in our favor or in the 
Government’s favor. 

At the time we bought this wheat, nobody was certain that the price 
would be down in April, but we had to make a firm purchase no mat- 
ter which way it was going. Hence, when the wheat happened to go 
down and the ships at the ports of embarkation could not pick up 
the wheat, it created something of an advantage to the Cargill Co. 

On the other hand, the cost of wheat might have risen during that 
period of time and they were obligated under their contract to have 
performed anyhow, and it seems to me that that is the sum and sub- 
stance of this whole transaction. 

Senator Kem. Is the sum and substance of the transaction that you 
bought wheat at the cash price and took delivery at some future time 
when the future price was some 20 cents a bushel below the cash price / 

Secretary BRANNAN. Now, Senator, if I understand the purport of 
that question, it is to imply that the Commodity Credit Corporation 
should get into the futures market. 

Senator Kem. No. 

Secretary Brannan. I don’t think by any stretch of the imagina- 
tion the Corporation should be in the futures market. As long as 
Ihave a right to say anything about it, we shall not be in the futures 
market. 

Senator Kem. There is no such implication at all, and I reject that 
idea entirely. 

My question to you is, Do you reject the position taken by the 
chairman of our committee during the hearings that when the contract 
was amended so that the delivery was not at the time of the contract 
but at a future time, consideration should have been given to an 
adjustment of the price ¢ 

Secretary Brannan. Consideration was given to an adjustment of 
the price. 

Senator Kem. By whom’ 

Secretary BraNNaNn. By the people who negotiated the contract, 
but they were not successful in getting Cargill to reduce the price. 

Senator Kem. That is the first we have heard of that. Our un- 
derstanding of Cargill’s position was that they weren’t asked to reduce 
the price. You have injected a new idea so far as I know and re- 
member. Will you direct your attention to the place in the record 
that that testimony appears ¢ 

Secretary Brannan. No, sir. You have possession of the record. 
I don’t. 

Senator Kem. We will be glad to make it available to you, and will 
you have that checked and see if you can give us any substantial 
testimony on that position ? 
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Secretary Brannan. No; I can’t give you any substantial testiny 
for it. 

Senator Kem. Is it just the creation of your fertile imagination / 

Secretary Brannan. It is my reaction, from having gone throue! 
our records in the matter. 

Senator Kem. What records did you go through ? 

Secretary Brannan. The records of the transactions. 

Senator Kem. Did you go through the record of the hearing befor 
this committee ? 

Secretary Brannan. I am sorry to say I haven’t read that particular 
provision, but it has been briefed for me. 

Senator Kem. Was the testimony of the employees of the Car 
Co. who appeared here as witnesses briefed for you ‘ 

Secretary Brannan. Yes, sir. 

Senator Kem. Did you find anywhere there that they said that 
consideration was requested by the CCC on the question of adjustment 
of the price when the terms of the contract had been amended ‘ 

Secretary BRanNAN. No; and I wouldn’t have expected them to say 
that. 

Senator Kem. Do you expect them to testify untruthfully ? 

Secretary Brannan. No; I don’t expect them to testify untrui 
fully, although there is evidence that—— 

Senator Kem. If that fact had occurred, wouldn’t you expect thy 
to have testified to it? 

Secretary Brannan. I would have to see whether anybody asked 
them that. 

Senator Kem. I think that you will find they were rather carefully 
examined. Do you know of any reason why Cargill, Inc., should be 
able to obtain any better treatment than other grain dealers from 
CCC? 

Secretary Brannan. I don’t know of any reason why they should. 
and I don’t believe they have been. 

Senator Kem. All right. Do you know of any other grain dealer 
that enjoyed the privilege of selling wheat at the cash price and « 
livering it some time later under an amendment to the contract and 
receiving the cash price ? 

Secretary Brannan. No, I don’t think that I know of any situa 
tion like that. 

Senator Kem. Did I understand you to say that you didn’t think 
that Cargill had received any better treatment than any other grain 
dealer ? 

Secretary Brannan. No, sir, you didn’t ask me that question. You 
asked me whether or not I thought they should. 

Senator Kem. Didn’t you say you didn’t think they had ? 

Secretary Brannan. I do not think they have. They have a specia 
kind of a—— 

Senator Kem. Do you think they have now? Do you think they 
have or do you think they did enjoy a special privilege, or do you 
think that they did not? 

Secretary Brannan. They did not enjoy any kind of a _— 
privilege. They made a gain arising out of the fact that the Army 
and the other export people could not pick up the grain as fast as they 
had originally planned to pick it up. That is all that 
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Senator Kem. If they did not enjoy a special privilege, how do you 
account for the fact that no other dealer was given this perfect hedge ‘ 

Secretary Brannan. No other dealer was in this precise situation. 

Senator Kem. Well, then do you think that the precise situation as 
vou call it justified special treatment to Cargill? 
’ Secretary Brannan. I do not—any implication from the special 
—that they got any more than the contract called for or we could re- 
negotiate out of them is not correct. I think we probably should have 
tried harder to renegotiate that part of the contract, but that would 
have been a voluntary thing. 

We still made a very substantial savings by moving the grain by 
an all-water route. Sure, maybe we should have used some kind of 
a device which I am not clear about what it would be, to force them 
to change the price in the contract because the market went down, 
but where we would have been, Senator, if the price had gone up and 
we had negotiated the contract and they would have said, “Well now, 
look, you ought to give us the benefit of the change in the market”—— 

Senator Kem. You confuse me somewhat. You indicate that no 
change in the market was justified and greater effort should have been 
made to secure consideration of it. Which do you believe ? 

Secretary Brannan. Well, I don’t think I said any such thing as 
that, Senator, and I am not justifiying the change in the market. 

Senator Kem. The record will show what you said. 

Secretary Brannan. Yes, it will, and if it shows that, I am going 
cut and have an examination. 

Senator Kem. Perhaps you ought to do that. 

Secretary Brannan. I didn’t even try to justify the changes in the 
market. The changes in the market occur as a result of circumstances 
over which we have no control, and I am not justifying them one way 
or the other. The only thing I am telling you is that we do not get 
into the futures market. 

Senator Kem. Mr. Brannan, you said a few minutes ago you are 
net trying to fool anybody, so just answer the question. Is it your 
position that when the terms of the contract were amended, con- 
sideration should have been given to a lower price or is it your posi- 
tion that such consideration was not justified ¢ 

Secretary Brannan. It is my position that we should have made 
every effort to negotiate on that side of the contract, too, but we still 
should have negotiated a change in the contract to take advantage of 
the all-water route because it saved us considerable money. 

Now the only difference between the contract which we negotiated, 
renegotiated, and the contract which you are charging us with fail- 
ure to negotiate, is that we should have negotiated the price factor 
down. Now how and what leverage we had to negotiate the price 
factor down I still do not see. 

Sure we could have refused to ship by Cargill’s water transporta- 
tion system, but who would have been injured by that? We would, 
the public would. 

The renegotiating factors, the factors which we renegotiated on, 
gave us no leverage with which to hammer down the price simply 
because the market had decreased in the interim. Now I think we 
must admit the actual situation here and face it. 

Senator Arken. Mr. Chairman? 

The Cuatrman. Senator Aiken. 
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Senator Arken. In connection with the matter under discussion, 
I think it might be well to put in the record the colloquy which took 
place when Mr. Kelm of the Cargill Co. was before this committee a 
short time ago: 

Mr. Correr. Did Commodity try to get a better deal from you that they got? 

Mr. Keim. We offered to switch the contracts to f. o. b. Albany plus the trans 
portation, and they accepted it. 

Mr. Correr. Did Commodity try to get an adjustment in price at that time t: 
offset the fact that they were taking delivery—you were delivering at a later 
date? 

Mr. Keto. I believe that is the same question that I just answered. 

Senator Kem. He has answered that and said, “No.” 

Mr. Correr. What was your answer? 

Senator Kem. He said he heard nothing about it. 

Mr. Keim. No; I heard nothing about it at the time. I cannot recall any 
thing that was said. 

The CHAIRMAN. Since you did not have that wheat on hand at the time that 
you signed the contract, suppose the price had gone up, what then? 

Mr. Keim. We would have paid the price that was necessary to buy it an 
delivered the wheat on time. 

I think the only significance to that colloquy is where—— 

Senator Kea. He says he didn’t hear anything from CCC about a: 
adjustment in price. 

Senator Arken. CCC did not attempt to get an adjustment. | 
don’t suppose the Secretary knew anything about that because we 
knew he was not handling the deal, but the evidence from Mr. Kelm 
shows there was no effort to get an adjustment. 

Secretary Brannan. There was no leverage with which to get a1 
adjustment. All you could do was yell at them or something. 

Senator Kem. Was the situation when the contract was amended 
from the cash price to the future delivery proposition brought to you 
attention ? 

Secretary Brannan. No; I don’t think it was, Senator. Many, 
many transactions take place every day that are not brought to my 
personal attention. 

Senator Kem. How much money would you think was involved here, 
Government money ? 

Secretary Brannan. There is 25,000,000 bushels, and it was around 
two and a half dollars a bushel I would say on the average. No, 
about. $60,000,000. 

Senator Kem. The profit that accrued to Cargill by reason of the 
amendment of the contract has been estimated as between $500,000 
and $1,000,000. Would you say that was out of line? 

Secretary Brannan. $500,000 profit on $60,000,000 in contracts? 

Senator Arken. That was additional profit, Senator Kem. 

Senator Kem. Yes; additional profit. 

The Cuarman. Let’s get the facts straight. What the Secretar) 
is talking about is the entire purchase in the area. You are not 
talking about that. 

Senator Kem. The profit that accrued 

The CHarrMAN. What Senator Kem has in mind is only on your 
Cargill deal, you see, of 6,000,000 bushels, is that right, Senator Kem ‘ 

Senator Kem. What I have in mind is the enrichment that accrued 
to Cargill by reason of the amendment of the contract for future de- 
livery without an adjustment of the price. 
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Secretary Brannan. Senator, I don’t know any other answers than 
I have given already. 

Senator Kem. Do you accept the statement that has been made before 
the committee that by reason of this a profit accrued to Cargill, Inc., 
of between $500,000 and a million dollars? 

Secretary Brannan. I am not prepared to accept that estimate, but 

apparently they made some gain. 

Senator Kem. Are you prepared to reject it and give us the reasons 
that you are not willing to accept it ? 

Secretary Brannan. I am not prepared, until somebody shows me 
their entire market purchases at the time, even to express an opinion 
about it. 

Senator Kem. You agree though, do you not, that there is no reason 
Cargill should have been able to obtain any better treatment than any 
other grain dealer from CCC ¢ 

Secretary Brannan. That’s right, and I don’t believe they did. 

The CuarrMan. Are you through with Cargill ¢ 

Senator Kem. Well, not through. 

The Cuamman. I mean with the Cargill case? 

Senator Kem. I wanted to ask him one more question. 

The Cuarrman. All right. 

Senator Kem. Is it also true, as was testified, that CCC’s method of 
purchasing grain at the cash market price made it possible for sellers 
to obtain high prices from CCC by putting through a small transaction 
in the cash market? That is hardly Cargill any more than any other 
cases, so I will withdraw that question at this time. 

The Cuarrman. The point that 1 wanted to make clear was this. 
As I understand it, the Secretary indicated a while ago during my 
absence that the Commodity Credit Corporation would never enter- 
tain the idea of going and buying futures. 

Secretary Brannan. That's right, Senator. 

The CHArRMAN. The evidence shows that the price of wheat at the 
time of delivery was just about the same as the price at which it was 
sold to the Commodity Credit. 

Senator Kem. No, 20 cents difference. 

The CuHarrmMan. On the future market, Senator? 

Senator Kem. Yes, on the future market. 

The Carman, Exactly. In other words, there was a difference of 
«bout 20 cents on the future market, but on actual delivery date the 
prices were about the same. That’s what the evidence shows. You 
recall that ? 

Senator Kem. It was a spread of 20 cents between the future price 
and the cash pric 2. 

The Cuairman. Yes, but the only way the Commodity Credit could 
have protected itself, is by hedging. 

Senator Kem. Well, the evidence is that they have bought futures. 

The Cuarmman. I don’t know. 

Secretary Brannan. I never said it, and it’s never been said in my 
presence in any courtroom or any committee room. 

Senator Kem. Isn’t that in the record, Mr. Cotter? 

Mr. Correr. I think that Mr. McArthur testified that in August 
and September while he was on vacation, there was a great number 
of purchases. I think he said futures contracts, but it might have 
been based on future delivery. 
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Secretary Brannan. Certainly there were no futures contracts. 

Senator Kem. Can we look that up? 

Secretary Brannan. They were spot purchases against future need 
I am sure, and they were bought in anticipation of a probable ris: 
in the market and at a time when we could get into the market an 
get it out easily. 

Senator Kem. Aren’t you speculating when you buy expecting 
probable rise in the market ¢ 

Secretary Brannan. No, sir. At that time we bought cash wheat, 
bought and paid for the wheat, committed ourselves to pay for t 
wheat, and for all practical purposes took possession of the wheat 
because, if I remember correctly, as soon as some appropriation mat 
ters were straightened out, the Army was going to take up a lot of 
wheat, and we just got ready to make prompt delivery, that’s all. 

Senator Kem. Weren't you speculating in the future price of 
wheat ? 

Secretary Brannan. No; we weren't speculating on the futur 
price of wheat. We were getting ready to deliver against know 
demand. 

Senator Kem. Weren't you making purchases based on your idea 
that the market was going up rather than down ¢ 

Secretary Brannan. No, sir; we did not. We were purchasing fo: 
a strictly mechanical purpose, the purpose of getting ready to ship 

Senator Kem. Here is the testimony I suppose I had in mind. M1: 
McArthur’s testimony appears at page 1523 of the record: 

Mr. McArruur. When I came back there had been quite a purchase progra: 
inaugurated in order to catch up with very urgent requirements for export. | 
found that several million bushels had been bought on the basis of the futures 
by Commodity Credit Corporation, to determine the day, the hour, the mi 
of lifting the vendor’s hedge on these futures market. That was quite 4d 
turbing to me, in that the trade in general knew that the sales had been ma: 
that it would be necessary to have these hedges lifted and, consequently, 
futures market given to advance. 

On my initiative I asked our directors, including Mr. Cole, to desist f 
buying on the futures basis until we were able to lift these hedges on contract 
already made. 

Mr. Correr. Do you want us to interrupt you now or later? 

Mr. McArruvur. I would rather you would interrupt me later. 

Mr. Correr. Very well. 

Mr. McArrnur. As I remember, it took about 3 weeks’ time of very car 
ful work and coordination between our four offices, et cetera, to get th 
contracts cleaned up and the hedges lifted. 

One of my superiors was a little critical of my action. It was discussed 
the Administrator's office, and the Administrator took my view, my side. A: 
from then on we bought on a strictly cash basis at a fixed price at the tin: 
of the contract. 

Senator Youne. What time was that? 

Mr. McArtuvur. That was September, October of 1948, as I remember it 

We did not buy steadily upon instructions, I believe, that came from th 
Secretary. We bought at times and then stayed out of the grain market 
while until we were pressed pretty hard for grain, and this went on. 

The market was relatively strong. I think, as I remember, through Nove! 
ber and December, anticipating that we had huge programs and would hav: 
to buy a lot of wheat, and through December and January, that is, part 
December and I think all of January, we bought no wheat. Our supply situ 
tion got very tight. We got down to less than 3 weeks’ supply for exports 
all positions and not properly distributed. 


In view of that testimony have you any further comment to mak 
about the buying of futures and hedging by the Commodity Cred 
Corporation ¢ 
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Secretary Brannan. I still say, Senator, that they were cash trans- 
actions and not the purchase of futures. 

Senator Kem. Is Mr. McArthur a competent grain man? 

Secretary Brannan. Mr. McArthur uses the word “futures” there 
in terms of a future delivery, and not in terms of a future contract 
to be performed in the market place. 

Senator Kem. Isn’t that what a future is, a contract for future 
delivery ? 

Secretary Brannan. In a sense it is a contract for future delivery. 

Senator Kem. You think Mr. McArthur doesn’t know what a future 
contract 1s ¢ 

Secretary Brannan. I don’t think he is using futures there in the 
technical market sense of the term. He was buying—he was making 
firm contracts against future needs. 

Senator Kem. What does he mean by “lifting the vendor’s hedge 
on the futures market” ¢ , 

Secretary Brannan. The lifting of the hedges was not by the Com- 
modity Credit Corporation. That would be done by the sellers, who- 
ever they were. 

Senator Kem. Well, there was no occasion for a hedge unless there 
was a contract for future delivery, was there ¢ 

Secretary Brannan. Well, now when the man sold it to us, he 
edged his operation; yes. 

Senator Kem. If he sold you a future? 

Secretary Brannan. No; if he sold us a spot or on a to-arrive basis, 
then he hedged in the futures market. We didn’t, he did. 

Senator Kem. Well, if the man had cash grain and he sold you cash 
grain, Why would there be any occasion for anybody to hedge ? 
Secretary Brannan. Because we weren't taking possession of it 
ght then, and he was going to take a chance on delivering it at a 
later date. 

Senator Kem. The only connection which futures came into the 

utter was the desire of the vendor to you to place himself into a posi- 
tion for delivery—why does Mr. MrArthur describe the transaction in 
this language: “I found that several million bushels had been bought 

the basis of the futures by Commodity Credit Corporation” ? 
Secretary Brannan. Senator, just stop there. He said, “had been 

iht on the basis of the futures.” He doesn’t say anybody bought 
futures at all. We bought actual wheat. The man who sold it to us 
edged on the futures market. 

Senator Kem. We can erll Mr. McArthur back. Do we understand 
jour testimony is that under no circumstances at no time did Com- 
odity Credit Corporation deal in any future contracts for grain ? 
Secretary Brannan. To the best of my knowledge, Senator, the 
Commodity Credit Corporation never bought a futures contract on the 
irket at Chicago Board of Trade or any other place that I know of, 
nd if they ever have, they will never do it again as long as I am 
ound, 

Sentor Kem. You did not know about this testimony of Mr. Me- 
Arthur; did you? 

Secretary Brannan. Yes, sir; I knew about the testimony of Mr. 
McArthur, . 

Senator Kem. Have you talked with him about it since he appeared 
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Secretary Brannan. No. I talked with the fellow who did the 
briefing on the committee operations up here. 

Senator Kem. Did he understand that Mr. McArthur was saying 
that Commodity Credit Corporation had bought any future contracts’ 

Secretary Brannan. No, sir; he did not advise me that the Com. 
modity Credit Corporation had bought any future contract. 

Senator Kem. Is it also true, as was testified, that CCC’s method of 
purchasing grain at the cash market price made it possible for the 
sellers to obtain high prices from CCC by putting through a smal 
transaction on the cash market ? 

Secretary Brannan. I don’t understand that question at all. 

Senator Kem. Well, I will work it out for you. Testimony before 
the committee was that sometimes sellers would come on the market 
and make a very small sale at a high price. 

Senator Arken. Early in the morning. 

Senator Kem. Early in the morning, and then on the basis of that 
sale the Commodity Credit Corporation made large purchases at 
price that was higher than that prevailing when this small sale was 
made. Do you understand that? 

Secretary Brannan. I understand that. Well, if there is any kind 
of an artificial rigging of the market by anybody, I think it ought to 
be seriously looked into. 

If I remember correctly, what you are telling me is that the Gen 
eral Accounting Office said, and even Cargill’s man, who you assert 
is a completely reliable witness, denies that very statement. 

Senator Kem. I didn’t recall that I made such an assertion about 
Cargill. 

Mr. Correr. I might correct the Secretary. 

Senator Kem. I think I have been asking questions and not making 
any assertions. 

The Cuarrman. There was someone who made that statement, | 
am sure. 

Senator Kem. Yes, I am sure, too, but what I am wondering about 
is why the Secretary should say that I asserted that Cargill—I dont 
recall Mr. Cargill appearing here. Mr. Kelm appeared here fo 


Cargill. 


Secretary Brannan. I am talking about the company’s represent: 
ative. 

Senator Kem. I don’t recall having said anything about Mr. Kelm: 
responsibility. 


Mr. Correr. A conversation between the Minneapolis office ai 
McArthur, it came out in the conversation, the CCC people telling 
about this rigging in the morning. 

The Cuarrman. There was a denial, I know. 

Mr. Correr. As I recall. 

The Cuatrman. The record will speak for itself on that. 

Senator Kem. Exactly. Have you any comment to make on tht 
testimony ? 

Secretary Brannan. No. 

Senator Kem. Has any investigation been made on your behalf 1! 
regard to that situation ? 

Secretary Brannan. I am sure if there is anything suspicious i 
the market place, the Commodity Exchange Authority people w 
have looked at it long since. 
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Senator Kem. Have you made any investigation ? 

Secretary Brannan. The Commodity Exchange Authority people 
are part of the Department of Agriculture. 

Senator Kem. Have they made any investigation ? 

Secretary Brannan. Not as far as I am aware. 

Senator Kem. What action, Mr. Secretary, has been taken by you, 
where directors of the various commodity offices and the other officials 
of the Department, the various branches, have shown lack of judg- 
ment, foresight, and good management which has cost the Govern- 
ment millions of dollars. 

Secretary Brannan. First let’s knock off the surplusage. So far 
there is no evidence that it is going to cost the Government millions 
of dollars. With respect to changing staff, changes in staff in order 
to improve the quality of staff, I think there has been ample testimony 
about changes that have been made. 

Senator Kem. Have you taken any remedial action in any of the 
following cases : 

1. The sale of kidney beans by the New York commodity office under 
anegotiated contract without adequate notice to the trade, preventing 
other dealers from negotiating for the beans ? 

Secretary Brannan. Well, of course, we reject again the two prem- 
ises, first, that there was anything wrong with the sale. I think it 
has been very carefully looked into by this committee and as far as I 
know. nothing shown wrong with the transaction, and there has been 
no remedial action taken in that case. 

Senator Kem. It was looked into also by the General Accounting 
Office. wasn’t it? 

Secretary Brannan. Yes. I assume so. They look into most 
everything we do, but to my knowledge we have received no report 
from the GAO on this. 

Senator Kem. Did they reach the same rosy view of the trans- 
action that you do? 

Secretary Brannan. They never reach a rosy view of our trans 
actions. 

Senator Kem. Would you say that their conclusions are unfair 

Secretary Brannan. Well, I would say their conclusions differ from 
ours very often, but we seldom differ about the facts. 

Senator Kem. Now in this case as I recall, the GAO felt that the 
sale of kidney beans by the New York commodity office under a nego 
tiated contract, without adequate notice to the trade, prevented other 
dealers from negotiating for the beans. Now do you say that that 
isa misstatement of fact 

Secretary Brannan. Yes, sir, I would say the entire transaction 
would stand the light of investigation, has already stood the light of 
investigation, and I am now advised that that transaction was not 
looked into by the General Accounting Office but was looked into by 
Cotter. Did you get your dope from the General Accounting Office, 
Cotter, on that deal? 

Mr. Corrrer. Most of the information—we conducted executive ses- 
sions on that. 

Senator Kem. Didn’t you get the information from—— 

Mr. Corrrer. Yes. 

Senator Kem. That’s what I thought. 
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Senator Arken. It was testified by certain bean buyers that t! 
was 260,000 bags, a clean-up sale, about to be made, that they he 
about it and they spoke to the New York director, I think on Wedne- 
day afternoon, who told them that they weren’t going to ask for | 
but to sharpen their pencils and get ready to make an offer. 

I believe it was testified when they came back about noon on Frid 
they were told the beans were gone, and they considered that t 
did not have adequate opportunity to bid on them. The 260 | 
were sold. 

The Cuatrman. Three hundred sixty. 

Senator Arken. Three hundred sixty, was it? At $2.50 a hunch 

The Cuarrman. As is. 

Senator Arken. Yes. They were all samples. They ran al! 
way from good to good for nothing, I suppose. 

The Cuarrman. That’s right. 

Senator AIKEN. They were sold for 2.50, but these other buy) 
clearly intimated that they would have been glad to have paid n 
if they had an opportunity. 

The CuarrMan. In small lots, Senator. If you remember, they 
tried to form a syndicate and were unable to do it. 

Senator Arken. But what they complained of was that they o1 
had from Wednesday afternoon until Friday noon, and they found 
the beans were gone when they came back. 

Senator Kem. The second case where it seems that lack of judg 
ment, foresight, and good management has cost the Government 
large amount of money is the Cargill case where it is estimated the 
loss is $500,000 to $1,000,000, Has any action been taken by vo 
connection with that case ¢ 

Secretary Brannan. No, sir. The first Cargill transaction you 
ferred to today, we have seen the result 

Senator Kem. I am talking about the amendment of the contract 
from cash to deferred delivery. I will ask you about the other one 
ina minute. Now I am asking you about that. Has any action be: 
taken by you in connection with that / 

Secretary Brannan. No, sir. 

Senator Kem. Has any action been taken by you in connection 
the guaranteed-income storage contract with Cargill under w 
duplicate fees were paid by the Government ¢ 

Secretary Brannan. No, sir; and I don’t think you can find any 
body in this country who can handle those transactions more ef! 
ciently and effectively for the Government than they were handled 

| have complete confidence in Mr. Kruse who started the init 
negotiations in that and the people in the Chicago office, and as soo: 
as we get our instructions out. that kind of a thing couldn’t have 
happened. 

Senator Kem. You have taken some action then ? 

Secretary Brannan. Senator, I have just told you that in 
process of following the decision to reach out and get less thar 
desirable, the perfectly desirable facilities, that we set up a procedurt 
for amending the contracts and we sent the instructions to the field 
The instructions went perhaps within a week or so after this pa 
ticular transaction with which you are finding fault. 

Senator Kem. Has any remedial action been taken since the f 
were disclosed by this committee ‘ 
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Secretary Brannan. None, sir. 

Senator Arken. Mr. Chairman, may I ask the Secretary here if 
Cargill fully met the terms of the contract after it was written ¢ 

Secretary Brannan. Except for deterioration we think they did. 

Senator A1ken. No, I mean this. As I recall it, there was some 
testimony that they did not have the oil bins ready to receive the grain 
at the time they were supposed to have them under the contract, and 
in that way they failed to meet the terms of the contract themselves. 

Secretary Brannan. I think they were able to take all the grain as 
fast as we could deliver it. 

Senator Arxen. Mr. Cotter has called my attention to the fact that 
they could not take the grain as fast as they delivered it and the cars 
hacked up so far that the railroads put an embargo on shipping any 
more grain in there because they were not ready to receive it. Of 
course that is hindsight. 

Secretary BRANNAN. That was a weather condition, Senator, some- 
thing over which nobody I yet know has control. 

The Cuarmman. The grain had to be transferred in the open as I 
understand it. 

Senator Arken. I think the testimony shows they weren't ready to 
receive it. 

Secretary Brannan. Well, Senator, under the rainy conditions, they 
weren't able to unload the cars as fast as—— 

Senator Aiken. No, I don’t think the bins were ready. 

Secretary Brannan. If there is evidence on that. J] am not aware 
of it. 

Senator Arken. As a matter of fact that is hindsight anyway. 

Secretary BRANNAN. Sure. 

Senator ArkeN. But I think you said that you realized that you 
hadn’t made a very good contract about 10 days after it was signed, 
and there might have been a chance to have had a bargaining point 
there on their failure to meet the—— 

Secretary Brannan. Senator, I don’t think we became aware of the 
particular provisions in the contract for a good long time. 

The Cuarrman. It couldn't have been assumed because you weren't 
called upon to pay until the end of the year. 

Secretary Brannan. Longer than that. 

The CHatrMan,. At least a year or more transpired before it came 
to your attention by way of demand for payment. 

Secretary Brannan. That’s right. 

The Cuarrman. I ctill think, Mr. Secretary, that you would have 
had a good reason to deny it. 

Senator ArkEN. | don’t know of any court that would have enforced 
it. If Cargill failed to meet the terms of the contract, you were not 
aware of it then / 

Secretary BRANNAN. With this reservation, Senator. I don’t know 
whether under all kinds of weather conditions, under all kinds of 
circumstances, they should have been able to receive grain at the rate 

at which we were moving it in those days, and we were moving grain 
fast in those days. 

It is my understand that except for the back-up resulting from 
weather, that the *y were able to receive it. Now if there is other evi 
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dence, : see your counsel here shakes his head and says that’s wrong. 
Well, I am sure he will produce that evidence in due course. 

Mr. C orrer. It is in the record. 

The Cuamman. The record will speak for itself. We can judge 
that. 

Secretary Brannan. That is his opinion and he is entitled to 

Mr. Correr. It is in the record. 

Senator Kem. Mr. Secretary, what action has been taken by you 
in connection with this case in which it appears there has been a lack 
of judgment, foresight, and good management? The rice purchases 
from the California rice growers which cost the Government hundreds 
of thousands of dollars for a purchase of ineligible rice 

Secretary Brannan. I don’t suppose we ought to take all the time 
to keep saying again and again that I don’t accept those adjectives 
you shove in front of évery descriptive phrase here. 

Senator Kem. Which adjective did you have in mind ? 

Secretary Brannan. Read them again and I will point them out 
to you. 

Senator Kem. The rice purchases from the California Rice Grow 
ers Association which cost the Government hundreds of thousands 
of dollars for the purchase of ineligible rice. The only word I 
there that could be denominated as an adjective is “ineligible.” 

Secretary Brannan. All right, now read the whole sentence you 
read to me a moment ago, or let’s have the reporter read the first time 
you touched this subject. 

(The reporter read back the question.) 

Secretary BrRanNAN. Those are the phrases I am talking about. 

Senator Kem. The only adjective I detect there is “good.” Do you 
want that stricken out ? 

Secretary Brannan. Lack of judgment—— 

Senator Kem. Is “judgment” an adjective ? 

The Cuairman. It could be. 

Senator Kem. It wasn’t when I went to school. Maybe it has been 
< hanged. 

Secretary Brannan. All right, I will forego the grammatical 
terms. 

Senator Kem. The term is yours, Mr. Secretary. 

Secretary BRANNAN. The descriptive language. 

Senator Kem. The term is yours. 

Secretary Brannan. You know what terms I am talking about. 
I am talking about the derogatory phrases directed toward us. 

Senator Kem. I only speak English. 

Secretary Brannan. O. K., I have trouble with it the way you 
speak it, though. 

Senator Kem. I think there is a reason for that, Mr. Secretary, 
you would like me to say so. 

Secretary Brannan. I would like to apologize to the balance of 
the committee for getting into this kind of a silly piece of business 
I would like though not by any implication to admit the accuracy 
of the characterization of the conduct of the people in the Depart- 
ment with which you start almost all of these questions. Going 
beyond that now to the rice case—— 

Senator Kem. Let me phrase this, Mr. Secretary, in a way that 
think won’t irritate you. 
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Secretary BRANNAN. I would rather go on and answer it. 

Senator 4 I would prefer to rephrase it. 

Secretary Brannan. It will save a lot of time, Senator. 

Senator Kem. I want you to maintain your equilibrium. 

The CHArMAN, Senator, let’s proceed in order, please. There is 
no use to argue between you and the witness. Let’s get down to facts 
and not dilly-daliy this way, because that’s what it is. 

Senator Kem. I want to go right along, too. 

The Cuarrman. It doesn’t look like it. 

Senator Kem. Did the Department show judgment, foresight, and 
good management in connection with its rice purchases from the Cali- 
fornia Rice Growers Association which cost the Government hundreds 
of thousands of dollars in the purchase of ineligible rice ¢ 

Secretary Brannan. Well, sir, let me also disagree with the fact 
that it cost the Government large quantities of money. That has 
yet to be proved. We think we can collect on all of that, and the 
second question which has yet to be determined by a court is whether 
the rice was eligible or ineligible. 

Senator Kem. What is your position on that? 

Secretary Brannan. Our position is that the rice was ineligible. 

Senator Kem. You and I agree for once. 

Secretary Brannan. All right. Now we have got to convince the 
court in California, and we are doing our best to convince them, and 
my own respectful suggestion to you is that the less we drag this 
one around until the courts have had a chance to make up its mind 
about it, the better off the whole circumstance would be. But I don’t 
want that to be construed as meaning I am not ready to answer every 
question that can be put here. 

Senator Arken. Is Mr. Entermille still handling the rice and bean 
deals for the Department? 

Secretary Brannan. Yes, sir. 

Senator ArKkeNn. Are you aware of his testimony given before this 
committee the other day : 

Secretary Brannan. Yes, sir. 

Senator Arken. Are you also aware that his testimony was con- 
tradicted by the State Department, the Armed Services and the 
ECA? 

Secretary Brannan. No, Iam not aware that it was. 

Senator Arken. Check on that because he certainly told conflict- 
ing stories before this committee, and I understand they also conflict 
with other statements which he has made. 

If you haven’t looked into that, I would, because he represented 
as having made certain calls to the State Department, to the Armed 
Services and certain deals, presumed deals with the ECA, and they 
all flatly denied it. I hope you will look into that. 

Secretary Brannan. All right, sir, we shall. 

Senator A1keN. I am not going into it any further, because as you 

have mentioned, there is a court case which properly should not be 
discussed here. : 
_ Senator Kem. Since the beginning of the investigations and hear- 
ings before this committee, how many employees of the Department 
of Agriculture including PMA and CCC have been dismissed or have 
resigned under fire ? 
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Secretary Brannan. Since the beginning of these hearings / 

Senator Kem. Of the investigation by the staff of this committee. 

Secretary Brannan. I am not sure of the precise time, but t 
people—— 

The CHarrman. February 11 Mr. Cotter was employed, as I 1 
member. 

Secretary Brannan. The committee does know that the two men, 
White and Solomon were removed. I think that was before, but t), 
dates are ambiguous here, I mean in my mind they are. [am not ce: 
tain about them, so there is two of them. 

The CHatrmMan. Have you any other? 

Secretary Brannan. Yes. The other person who has resigned h 
been C. D. Walker. 

Senator Arken. Do you consider that Mr. White and Mr. Solo- 
mon committed more flagrant acts or acted any worse than M 
Walker? The question arose in my mind as to why Mr. White anc 
Mr. Solomon were peremptorily suspended and why Mr. Walker was 
permitted to resign. 

Secretary Brannan. Senator, I don’t think it makes a great dea! 
of difference as a personnel matter. Walker’s resignation did not 
exempt him from any future or further action which the circumstances 
of the case might require. Now the only difference, if there is any, 
and I doubt that there is any, is that Walker was not a key perso! 
in the particular activities to the extent that Mr. White and Mr. 
Solomon were. 

Mr. White and Mr. Solomon were in charge of the office, and made 
many, many independent decisions. Mr. Walker made no independent 
decisions about the matters with which the committee has concerned 
itself with. 

Senator Arken. He was a key figure from the Egyptian point of 
view anyWay. 

Secretary Brannan. But we don’t hire and fire on that basis. 

Senator Arken. Well, in this case it might be advisable to do some- 
thing like that, to do a little firing. Are you continuing your inv 
tigation of Mr. Walker? 

Secretary Brannan. We have referred the file which the committee 
has had the opportunity—I mean the information from which th: 
committee has been fully informed, that file has been referred now 
the Department of Justice, ves, sir. 

Senator A1ken. I think Senator Ellender referred our file on t! 
case anyway. 

Secretary Brannan. The proceedings of this committee anyway. 
and we referred the formal investigation report. 

Senator Kem. Was it Mr. C. D. Walker that handled the deal whe: 
Egyptian cotton was traded for American wheat, and the wheat wa: 
based at the International Wheat Agreement price, and the deliver) 
was made to other countries outside the International Wheat 
Agreement ? 

Secretary Brannan. There is no evidence that I know of, and cer- 
tainly no truthful evidence, correct evidence—excuse me—that any of 
the wheat in the wheat agreements bought at wheat-agreement prices 
was sold to other than wheat-agreement countries. 
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Senator Arken. That is not the testimony, however. The testimony 
of Mr. McArthur was that after the wheat had been sold to the Egyp- 
tian firms that they resold it to other countries. 

Senator Kem. It was delivered by the 

Senator Arken. And presumably iron-curtain countries, too. 

Secretary BranNAN. No. The wheat only passed into the hands of 
an agent, and if that agent 

Senator Aiken. Why was Mr. McArthur so upset about it then if 
everything was in order ¢ 

Secretary Brannan. I mean I can’t explain Mr. McArthur’s 
nerves. You remember—— 

Senator Kem. The responsibility for that transaction is yours, isn’t 
it, Mr. Secretary ¢ 

Secretary Brannan. To the extent you want to bring it right to my 
door, Senator Kem, you go right ahead, sir. 

I would like to say, remind the chairman, that we wrote a letter 
about this transaction which, if it is not now in the record of the 
committee, I would like to put it into the records of the committee. 

The CHarrman.eIt is in the record, I am sure. 

Mr. Correr. It is in the record. 

The Crarrman. I placed it in the record the moment that I re- 
ceived it. In fact I brought it to the attention of the commitee. 
That is my recollection. 

Secretary Brannan. The letter will show, Senator Kem—and I 
will not go into detail because it is in the record—that of the wheat 
exchanged for long staple cotton, 31.24 percent of it went to Germany, 
33.43 percent went to Italy, 7 percent went to Portugal, 2.82 percent 
went to the Netherlands, 14.64 percent went to the United Kingdom, 
Sweden got 2.37 percent, Austria got 7.71 percent, and Ecuador got 
0.79 percent. That adds up to 100 percent, and I think we state, 
and it is miy recollection, that those are all wheat agreement coun- 
tries and that the delivery of the wheat to them was charged against 
their wheat agreement allotment at the wheat agreement committee 
headquarters in London, and that all of the proceedings for a sale of 
wheat to the wheat agreement countries was adequately, thoroughly. 
and carefully protected in the transaction. 

Senator Kem. What was the basis for the testimony before this 
committee that some of the wheat reached destinations beyond the 
wheat agreement countries ¢ 

The Cuamman. I wish to state that it was on May 14 that I had 
the original of this letter placed in the record. 

Secretary Brannan. Thank you, Senator. 

Senator Kem. Is there any basis for the testimony then that this 
wheat, any part of this wheat, found its ultimate destination in coun- 
tries outside the International Wheat Agreement ? 

Secretary Brannan. To the best of our knowledge, Senator Kem, 
there is no such evidence. 

Senator Kem. Should the record be corrected in that respect? 

Secretary Brannan. If we are going to correct the record, we’ve 
got an awful undertaking ahead of us. 

Senator Kem. That’s right. All right, now getting back to these 
employees who have resigned under fire or been dismissed since this 
committee began its investigation, are there any others ? 





2016 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Secretary Brannan. I have named three. 

Senator Arken. Two, White and Solomon were dismissed, befor 
the committee—there has only been Mr. Walker's resignation. 

Senator Kem. White, Solomon, and Walker. 

Senator Arken. White and Solomon were dismissed before 
started. 

Senator Kem. Only those three? 

Secretary Brannan. Senator Aiken is trying to say to you, Se 
tor Kem, White and Solomon were before the committee proceeding 
started, Walker since. 

Senator Kem. He is the only one? 

Secretary Brannan. It seems to me that he is the only one. 

Senator ArkEN. Just a minute. What about Mr. Smith of th 
Kansas City office? Isn’t he suspended ? 

Senator Kem. Lee Smith, wasn’t it? 

Senator Arken. Not Lee; no. 

Senator Kem. Sidney Smith. 

Secretary Brannan. Sidney Smith was suspended, but Senator, 
I think under the Civil Service Commission rules he is back on the 
payroll temporarily at least. 

Senator ArkeN. He was suspended for approving the payment: 
tothe V. M. Harris Co. ¢ 

Secretary Brannan. Yes. 

Senator Kem. Have any others been suspended ? 

Secretary Brannan. And that was on February 5. 

Senator Kem. Have any others been suspended ? 

Secretary Brannan. My memory reflects no others. I don’t want 
to get caught on some of the date factors resulting from the fact that 
somebody who quit may have quit before or after this time. 

Senator Kem. Mr. Secretary, do you regard it as a sound practic: 
that persons who are in position of authority within the Department 
of Agriculture may be in a position to profit from the application ot 
policies and direetives formulated by them ? 

Secretary Brannan. I don’t think that would be proper at all. 

Senator Kem. What do you think about the problem of employees 
who leave the employ of the Department of Agriculture and imm 
diately commence transacting business with it? 

Secretary Brannan. Well, Senator, as I have said many times, on 
of the great subsidies of this Government is training people who late! 
on go out in private life and use their knowledge and experience that 
they have gained here to very much increase their income. That ha; 
pens many, many times, and I don’t know of anything that can be do 
about it, and I am not certain that anything should be done about 

There are some special laws, as I understand it, with respect to a 
man going out af the Government and coming back to do business 
immediately with the very same agency with which he was asso 
ciated or concerning cases with which he had some knowledge whul 
he was in the Department. I don’t know whether it applies only t 
lawyers. My recollection is that it does, but it might apply broade: 
than that. 

Senator Kem. Do you have any regulations in the Department of 
Agriculture concerning the employ ment by commercial concerns of 
your employees and your subsequent business dealings with thei 
former associates in the Department? 
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Secretary Brannan. I don’t think it would be possible for us to 
establish any effective regulation even if such a regulation were 
reasonable or practical. In the field of research, Senator, that is 
exactly what happens many times, and it works both to the advantage 
of the Government and the outside people. 

Senator Kem. Can the committee be furnished with a list of for- 
mer employees who are now in commerce and who are dealing with 
their former associates in the Department? 

Secretary Brannan. Senator, I assure you that such a list would 
be a highly speculative type of thing to try to get together. 

Senator Kem. None has ever been compiled ? 

Secretary Brannan. Oh, I am sure not, sir. I have never asked 
for such a list. 

Senator Kem. Do you think that this type of arrangement is con- 
ducive to good business practice on the part of the Department ? 

Secretary Brannan. Well, it isn’t a eae practice on the part 
of the Department, and I said a moment ago that if the person goes 
out and represents someone who has had a particular matter before 
the Department in which he had special knowledge as a part of 
the Department, that it would be an unethical thing to do, and I would 
be surprised to learn that it has happened very often, if at all. 

Senator Kem. Do you favor creation in the Deartment of Agri- 
culture of rules similar to those now in effect in the Internal Revenue 
Bureau to which you referred a few minutes ago ? 

Secretary Brannan. If I understand, those are laws in the In- 
ternal Revenue, and if they are applicable to us, I would say it was 
perfectly acceptable and agreeable. 

Senator Kem. Would you recommend such legislation to this 
committee ¢ 

Secretary Brannan. I would not, but after looking at it, I am not 
certain that I would resist such legislation. I know of no cireum- 
stance now which gives rise to apprehension about such situations. 
l assume you do, or else you wouldn't be asking these questions. 

Senator Kem. Well, we have had cases where a man has been em- 
ployed in the PMA and then takes employment and then comes here 
as an Official of a trade association, says that he is dealing frequently 
with his former associates in the Department. 

Secretary Brannan. That creates no presumption in my mind, 
Senator—— 

Senator Kem. No presumption of any misconduct, I agree, but 
what I am asking you, Mr. Secretary, is that a situation that requires 
iny safeguards in the public interest ¢ 

Secretary Brannan. If it is, I don’t know how the Department 
could attend to it. 1 think it would have to be done by legislation, 
because a man is out from under our jurisdiction the day he resigns. 

Senator Rem. You don’t see how his activities in the Department 
could be circumscribed or limited in the way that the activities of 
former employees of the Bureau of Internal Revenue are limited in 
the Bureau ? 

Secretary Brannan. Well, not by a Department regulation, but 
[think you ean do it by law. 

Senator Kem. Why do you say not by Department regulation ? 
Have you any doubt about your authority to put into effect a regula- 
tion of that kind? 
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Secretary Brannan. I don’t know how you would enforce it. 

Senator Kem. Couldn't you enforce a regulation just as well as \: 
could enforce a law? 

Secretary Brannan. I am sure you could not. A regulation does 
not give—I have no power to establish a regulation which could go 
out and punish a man who is no longer in the employ of the 1 
partment of Agriculture. 

Senator Kem. No, but you could hire and fire employees who dea 
with him, couldn’t you ? 

Secretary Brannan. You could do that, sir. 

Senator Kem. To sum the thing up, you don’t consider this a situ 
tion that requires any attention in the public interest ? 

Secretary BRANNAN. Senator, I am interested in anything wh 
is in the public interest, and will seriously and carefully consider 
If you have a suggestion or a proposal or an example of some 
ethical conduct of this character, I would be most happy to have it 

Senator Kem. I haven’t any examples of any unethical conduct. | 
have examples of temptation, and you yourself have suggested a 
similar situation in another department of the Government where—— 

Secretary Brannan. Oh, I did not, Senator. 

Senator Kem. A situation where regulation of that kind has bee: 
put into effect. 

Secretary Brannan. If I remember correctly, as affecting lawyers 
taking cases. It may be wider than that, but I don’t know. 

Senator Kem. I think it applies to persons other than lawyers w! 
are licensed to practice before the Bureau of Internal Revenue. 

Secretary Brannan. Well, I shall not argue on that because I don’t 
know a thing about it. 

The CHatrman. In that connection, it is really a matter for Cor 
gress. 

Secretary Brannan. That’s right, Senator. 

The Cuarrman. I have heard it often said that it might be well to 
look into the ex-Senators who are employed around here as lawyers. 
That is a thing that might need attention, although I have never 
heard of them doing anything wrong, but it is a thing that probably 
deserves the attention of Congress. I don’t know how far we would 
get with it. 

Senator Kem. I was trying to get the recommendations of the Se: 
retary before this committee. 

The Cuarrman. Yes, I understand. 

Senator Arken. Well, you have found, haven’t you, occasionally 
employees of the Department cooperating with outside interests or 
perhaps working on the market themselves? What do you do in 
those cases ? 

Secretary Brannan. I am not sure I understand what you have 
reference to, Senator. If it involves any unethical con@uct on the 
part of our employee, why of course we can deal with that. 

Senator A1rkEN. Suppose you found an employee—let’s take a hypo 
thetical example—if you found an employee of the Department co 
operating with say a couple of New York concerns in attempting to 
corner the cottonseed and peanut oil market and running the price 
up to 20 cents a pound and see it plunk down to 10 cents a pound, 
what would you do with a fellow like that ? 
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Secretary Brannan. We would fire him, but if he had already quit 
us and was on the outside, I don’t know what we could do but just 
talk. 

Senator Kem. Couldn’t you restrict his opportunities to do busi- 
ness with the Department ¢ 

Secretary Brannan. I wonder if you could, without a statute. I 
would be a little hesitant to start issuing orders that X can’t come in 
the door and X can’t do business in the Department of Agriculture. 
| would want to be sure that the Department was ready to back me 
up against personal suits before I did that. I would much prefer a 
statutory authority. 

Senator Kem. To sum the thing up, would you suggest the matter 
be given further study and attention by this committee or not / 

Secretary Brannan. I want to make it clear that I know of no 
circumstance which warrants the committee taking any particular 
part of its time to discuss it. I also want to make it clear that as far 
as 1 am concerned, the committee can go into anything it wants to any 
time it wants to, and we will be happy to join the deliberations. 

Senator Kem. Mr. Secretary, you testified on January 1s that Mr. 
White and Mr. Solomon were fired because they didn’t run their office 
well, is that correct ¢ 

Secretary Brannan. I don’t know whether that is a correct quota- 
tion or not, but they were removed from their positions down there 
because they weren't discharging their responsibilities in a satisfactory 
manner. 

Senator Kem. Would you consider the testimony before this com- 
mittee as to Clovis D. Walker’s dealings with Loutfy Mansour and 
Dyke Cullum as indicating that he was running his office well ? 

Secretary BRANNAN. No. Let me say that we were not at all pleased 
by what we learned about Mr. Walker's conduct. 

Senator Kem. Did you tuke the same disciplinary action in his case 
that you took in the case of Mr. White and Mr. Solomon ¢ 

Secretary BRANNAN. The same results were effected and as I stated 
amoment ago, what further and future actions are necessary the record 
is completely open and the situation is completely open to any further 
action necessary, if any. 

Senator Kem. From Mr. Entermille’s testimony in the California 
Rice Growers’ Association trial and from his testimony before this 
committee and elsewhere, would it appear to you that Mr. Entermille 
knew what he was doing in running his office ‘ 

Secretary BRANNAN. I think Mr. Entermille is a very well-informed 
person, a man of long experience in the job. Iam not prepared to say 
that Mr. Entermille is the best kind of a witness before a committee 
or even before a court. People can be very good administrators and 
not good witnesses. People can be both bum administrators and bum 
Witnesses too, I suppose. 

Senator Kem. Are you prepared to accept Mr. Entermille’s testi- 
mony on each of these occasions as being a truthful statement of the 
facts ¢ 

Secretary BRANNAN. Well, to the extent they are not in conflict—the 
sole problem here is whether or not the rice is eligible, and on that 
point I certainly am not going to try to subordinate a witness to testify 
to something he himself does not personally believe. 
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Senator Kem. You have in' mind suborn a witness? 

Secretary BranNAn. Suborn, excuse me. 

Senator Kest. Do you regard Mr. Entermille’s testimony as con 
sistent on these various occasions ? 

Secretary Brannan. I don’t regard Mr. Entermille’s testimony as 
exemplary, but I do say that I think Entermille is an honest perso: 
who probably is not the best person to put on a witness stand. That’s 
about all you can say about him. 

Senator Kem. Did the charges against Mr. White and Mr. Solomo 
include the taking of gratuities such as hats? 

Secretary Brannan. The charges against Mr. Solomon were four or 
five in number and involved their administrative function primarily. 

Senator Kem. Did your letter to them also mention the taking of 
gratuities ¢ 

Secretary Brannan. More the countenancing of the taking of 
gratuities by subordinates. 
~ Senator Kem. Have any other officials or employees of the Depart 
ment been fired for accepting gratuities such as hats / 

Secretary Brannan. Not for hats, but the fellow—Cravens, is it? 

Senator Kem. That was much more than hats. We will get into 
that ina few minutes. It wasn’t a hat case. 

Secretary Brannan. All right, then nobody has been fired for tak 
ing a hat. If they were, there won’t be many men left in Congress. 

Senator Kem. Do you know of any other letters issued by your 
Department in which you set that out as a ground for which the mai 
was being fired ? 

Secretary Brannan. Yes, sir, I do not know what is in the record 
now, but I do have in my hand Chapter 55, Conduct of Employees, 
issued on June 30, 1947, which is an instruction with respect to the 
acceptance of gifts. It is a rather long document, but I would be 
glad to read it into the record if you wish. 

Senator Kem. Just put it in the record. We have had that before. 

Secretary Brannan. All right. 

The Cuarrman. If it is already in the record, we won't put it back 
in. I think it isin the record. Will you check, Mr. Cotter? 

Mr. Correr. Surely. 

The Cuatrman. If it isn’t, we will put it in. 

Secretary Brannan. Going chronologically, January 15, 1948, a 
letter was sent by Jesse B. Gilmer, the Administrator of Production 
and Marketing Administration, regarding employees’ activities pro 
hibited by law, in which the same subject is discussed at length, and 
if that is not in the record, will you see that it is, please, Mr. Chair 
man. That isan instruction on acceptance of gratuities and any other 
things. 

The CHamman. Will you check, if it is not in the record we w 
put it in the record at this point. 

Secretary Brannan. On November 1, 1950, Ralph S. Trigg, the 
Administrator, issued a memorandum touching upon the subject, and 
in this case he asked each employee who had received a copy of it to 
sign and acknowledge that he had received a copy of it. That docu 
ment, Mr. Chairman, if it isn’t in the record, I think would be useful 
at this point. 
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The Cuatrman. It is so ordered if it is not in the record. We will 
put it in. . . 

Secretary Brannan. On September 24, 1951, Mr. Geissler issued 
an abbreviated order of the same nature. and if that is not in the 
record, I wish it to be, if you please, sir. 

The CuarrMan. Without objection. 

(The documents above referred to are as follows:) 


EXuIsit SS 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
Washington 25, D.C., January 15, 1948. 
: All PMA Employees 
Jesse B, Gilmer, Administrator 
Subject: Employee Activities Prohibited by Law or Regulation. 

PMA people, like others in the Department of Agriculture, have a general 
understanding of the various laws and administrative regulations which govern 
the activities and conduct of Government employees. I know that practically all 
of you realize the necessity for these limitations, and that you observe the letter 
as well as the spirit of the established standards. 

I think, however, that a brief review at this time will be helpful—especially 
to new employees Violations of the basic code, even though unintentional, 
can have far-reaching consequences both for the individual concerned and for 
the agency as a whole. We must all conduct ourselves at all times in a man- 
ner above any possibility of suspicion or misunderstanding. 

It is urged, therefore, that you study carefully the following brief review 
and summary of pertinent laws and regulations. If you need further clari 
fication on any point, it is suggested that you read the full text of the various 
references cited, 


LAWS CARRYING THE PENALTY OF DISMISSAI 


olation of the following Federal laws makes dismissal from office manda 
regardless of the circumstances. In addition to this severe disciplinary 
tion, some of the laws provide for heavy fines and imprisonment. 
1. Engaging in prohibited political activity (General prohibitions include, 
ut are not limited to, taking part in political management or campaigns; using 
official authority to interfere with or affect the results of an election: soliciting, 
receiving, or transmitting contributions for political purposes; and being a 
candidate for, or holding public office) ; 18 U. S. Code 61 h (Hatch Political 
tivities Act); Department Regulation 1542: Personnel Circular S84 

~. Using Government funds or time to influence Members of Congress to favor 

oppose legislation (1S U. S. Code 201; Department Regulation 1423). 

Membership in a political party or organization which advocates the over 
throw of our constitutional form of government by force or violence (IS U.S. 
Code 61 i (Hateh Political Activities Act) ; Section 5, Department of Agriculture 
Appropriation Act, 147. Public Law 422, 79th Cong.; Personnel Circular 65.) 

!. Engaging in a strike against the Government or membership in an organ 
ization of Government employees that asserts the right to strike against the 
Government. Department of Agriculture Appropriation Act, 1947, Public Law 
122, THth Congress ; Personnel Circular 65. 

5. Soliciting contributions for or making donations for a gift to an official 
superior, or accepting such a gift (5 U. S. Code 118; Department Regulation 
4211.) 

i. Concealing, removing, mutilating, obliterating, falsifying, or destroying 
Government records. (18 U. 8. Code 234 and 235; Department Regulation 
4211. 

7. Asking for, accepting or receiving a bribe. (18 U. 8S. Code, 207; Depart 
ment Regulation 1541.) 

S. Expending funds or incurring obligations in excess of appropriations or 
authorization; accepting voluntary service for Government or employing per- 
sonnel in excess of that authorized by law, except in emergencies involving the 
oss of human life or the destruction of property. (31 U. S. Code 665; Depart- 
ment Regulation 2114 and 3133. 
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LAWS AND REGULATIONS RELATIVE TO SPECULATION 


Violation of a number of Federal laws and Department of Agriculture 
ulations relative to speculation may lead to severe disciplinary action, ly 
fines, and imprisonment. The following are in this category. 

1. General.—No officer or employee of the Department shall participat« 
rectly or indirectly in any transaction concerning the purchase or sale of 
porate stocks or bonds, commodities, or other property for speculative pur} 
if such action might tend to interfere with the proper and impartial perf, 
ance of his duties or bring discredit upon the Department. Officers and 
ployees are not prohibited by this paragraph from making bona fide investi 
Department Regulations 1545 (1). 

2. Speculation in agricultural commodities.—Because of the possible effect 
certain Department programs on market prices and futures trading, speculat 
either direct or indirect, in any agricultural commodity is wholly prohibited 
the cause of officers and employees of the Department concerned in any way 
the administration of acts regulating trading in commodities for future delive: 
programs for the purchase or sale of commodities, price-support progra 
commodity-loan programs, or other programs which directly affects mar 
prices of agricultural commodities (Department Regulations 1545 (2)) 

3. Sugar Act.—‘No person shall, while acting in any official capacity in the 
ministration of this act (the Sugar Act of 1937, as amended) invest or speculate 
in sugar or liquid sugar, contracts relating thereto, or the stock or membership 
terests of any association or corporation engaged in the production or mar 
facturing of sugar or liquid sugar. Any person violating this section shall uj» 
conviction thereof be fined not more than $10,000 or imprisoned not more tha: 
2 years or both.” 

1. Marketing Agreement and Crop Insurance Acts.—It is unlawful for a: 
person while acting in any official capacity in the administration of the Agricul- 
tural Marketing Agreement Act or the Federal Crop Insurance Act, as amended, 
to speculate, directly or indirectly, in any agricultural commodity or product 
thereof to which these acts apply, or in contracts relating thereto, or in the 
stock or membership interests of any association or corporation endas 


in handling, processing, or disposing of any such commodity or product. V 
tion of this provision is punishable by a fine of not more than $10,000 or impris 
ment for not more than 2 vears, or both 


». Imparting of information and speculation.—Department employees w! 
possess information that might exert an influence upon or affect the market 
value of any product of the soil grown domestically and who impart that 
formation to any person not entitled to receive same—or who, before suc! 
formation is made public in regular channels, speculate directly or indirect 
by buying or selling the commodity relative to which they have the inforn 
tion, shall be fined $10,000 or imprisoned for not more than 10 years or both | 
of March 4, 1909, 18 U. S. C. 214 (1293) (Department Regulations 1441 
(c)) 


GENERAT 


There are other laws relating to the conduct of officials and employees 
PMA, violation of which constitutes a criminal offense. For example, drast 
penalties are provided for knowingly making or presenting an account or | 
which contains a fraudulent or fictitious statement or entry (18 U. S. C. S0) 
entering into an agreement for conspiracy to defraud the Government by obta 
ing or aiding to obtain the payment or allowance of a false or fraudulent c! 
(18 U. 8. C. 88): Knowingly and willfully falsifying or concealing a material f 
by any trick, scheme, or device (18 U. 8. C. 80). 

Public Law 600, Seventy-ninth Congress, as well as Department Regulatio: 
1831, provides that any Department employee who uses or authorizes the use 
of any Government owned or leased passenger motor vehicle or aircraft for 
other than official purposes shall be suspended from duty by the Secreta 
without compensation, for not less than 30 days, and for longer if circumstances 
warrant. 

Department Regulation 1541 (2) says that “employees shall not at any time 
conduct themselves in a manner which might cause embarrassment to or criti- 
cism of the Department or interfere with the efficient performance of their duties 
For example, employees of the Department whose duties require the enforce 
ment of laws or regulations or who are in a position to award or influence the 
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award of business or to take or influence the taking of any other official action 
which may affect, favorably or unfavorably, any person, firm or corporation 
should not accept from any such person, firm, or corporation any favor, gift, 
loan, unusual discount, gratuitous service, entertainment, or other thing of value; 
nor should any employee of the Department give or use information acquired 
by means of his official position to advance the interests of himself, his family, 
his business associates, or his personal friends over those of other persons. 
Acceptance of courtesies commonly extended, such as luncheon or dinner, is 
not intended to be prohibited; however, before accepting even such a courtesy, 
employees should satisfy themselves that it would not result in embarrassment 
to the Department or to themselves.’ 

While seemingly quite strict, these laws and regulations were all developed 
through the years on the basis of need as shown through experience. There is 
nothing in them which will prevent the full and effective discharge of our official 
duties. They merely constitute a code of conduct for Government employees, 
specifying in detail the various limitations which are recognized generally as 
appropriate. 

Among the questions most freqently asked with regard to the regulations are 
those related to release or distribution or information about programs and 
program activities. Obviously, making available factual information about our 
programs and services is part of the administrative process itself. We have 
a positive obligation to see that such information is made available, through 
authorized channels, to those who are in position to benefit from services author- 
zed by the Congress. Any limitations in this field are merely those against 
distribution of statements which, for instance, could be construed as attempts 
to influence congressional action on legislation and appropriations, or as other- 
wise in violation of specific regulations. 

Jesse B. GILMER. 


DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., November 1, 1950. 
To: All PMA employees 
From: Administrator Ralph S. Trigg. 
Subject: Employees’ Activities Prohibited by Acts or Regulations. 

It is important that all employees be aware of various activities and conduct 
which are prohibited by law or administrative regulations of the Department. 
The head of each office, both Washington and field, should take immediate steps to 
see that each employee under his direction is acquainted with the provisions of 
this memorandum. 

We are listing below certain restrictions and prohibitions pertaining to personal 
conduct of employees, violation of which may lead to removal or other severe 
disciplinary penalties : 

‘Employees shall not at at any time conduct themselves in a manner that 
might cause embarrassment to or criticism of the Department or interfere with 
the efficient performance of their duties. For example, employees of the Depart- 
ment whose duties require the enforcement of laws or regulations, or who are in 
a position to award or influence the award of business or to take or influence the 
taking of any other official action that may affect, favorably or unfavorably, any 
person, firm, or corporation should not accept from any such person, firm or 
corporation any favor, gift, loan, unusual discount, gratuitous service, entertain 
ment, or other thing of value; nor should any employee of the Department give 
or use information acquired my means of his official position to advance the 
interests of himself, his family, his business associates, or his personal friends 
over those of other persons. Acceptance of courtesies commonly extended, such 
as luncheon or dinner, is not intended to be prohibited ; however, before accepting 
even such a courtesy, employees should satisfy themselves that it would not 
result in embarrassment to the Department or to themselves” (Administrative 
Regulations, title 8, par. 2001). 

“No employee or agent of the United States shall transact business of the 
Government with any corporation, joint stock company, association, or firm if he 
is an officer or agent of such corporation, joint stock company, or association or 
if he is a member or agent of such firm, or is directly or indirectly interested 
u the pecuniary profits or contracts of such corporation, joint stock company, 
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association, or firm. This is a statutory provision, violation of which is pw 
able by a fine of not more than $2,000 and imprisonment for not more 
2 years” (Administrative Regulations, title 8, par. 2011). 

“No employee of the Department shall participate directly or indirect] 
any transaction concerning the purchase or sale of corporate stocks or bo: 
commodities, or other property for speculative purposes if such action n 
tend to interfere with the proper and impartial performance of his duties 
bring discredit upon the Department. Employees are not prohibited by 
paragraph from making bona fide investments. When an employee is unce! 
as to whether a contemplated transaction is prohibited by this paragraph 
should consult his immediate superior” (Administrative Regulations, tit) 
par. 2018). 

“Because of the possible effect of certain Department programs on mar 
prices and futures trading, speculation, either direct or indirect, in any 
cultural commodity is wholly prohibited in the case of employees of the Dey 
ment concerned in any way with the administration of acts regulating tradi: 
in commodities for future delivery, programs for the purchase or sale of « 
modities, price-support programs, commodity-loan programs, or other prog 
which directly affeet market prices of agricultural commodities” (Adminis 
tive Regulations, title 8, par, 2019). 

“Sugar Act.—No person shall, while acting in any official capacity in the ; 
ministration of this act (the Sugar Act of 1937, as amended) invest or specu 
in sugar or liquid sugar, contracts relating thereto, or the stock or membershi; 
interests of any association or corporation engaged in the production or mam 
facturing of sugar or liquid sugar. Any person violating this section shall uy 
conviction thereof be fined not more than $10,000 or imprisoned not more t 
2 years, or both” (Administrative Regulations, title 8, par. 2020a). 

“Marketing Agreement and Crop Insurance icts.—It is unlawful for 
person while acting in any official capacity in the administration of the Ag: 
cultural Marketing Agreement Act or the Federal Crop Insurance Act, 
amended, to speculate, directly or indirectly, in any agricultural commodity 
product thereof to which these acts apply, or in contracts relating thereto, o: 
in the stock or membership interests of any association or corporation engage 
in handling,*processing, or disposing of any such commodity or product. \ 
lation of this provision is punishable by a fine of not more than $10,000 or i: 
prisonment for not more than 2 years, or both’ (Administrative Regulations 
title S, par. 2020b). 

Other restrictions include (1) using Government funds to influence Memlx 
of Congress to favor or oppose legislation; (2) membership in a political part 
or an organization which advocates the overthrow of a constitutional for: 
government by force or violence: (3) engaging in a strike against the Goverm 
or membership in an organization of Government employees which asserts 
right to strike against the Government: (4) soliciting contributions for, or » 
ing donations for a gift to an official superior or accepting such a gift; (5) « 
cealing, removing, mutilating, obliterating, or falsifying Government records 
asking for or receiving a bribe. 

Restrictions listed above as well as additional ones not listed, are disen 
in detail in PMA Instruction 344-1 and Administrative Regulations, title ‘ 

apter 55 

Federal employees are also restricted in their political activity by certain 1: 
and regulations, the principal ones of which are the Civil Service Act and 
Hatch Act. 

“Persons in the executive branch shall retain the right to vote as they choos 
and to express their opinions on all political subjects and candidates, but sux 
persons shall not use their official authority or influence for the purpose of inter 
fering with an election or affecting the result thereof. Persons occupying pos 
tions in the competitive service shall not take any active part in political manag 
ment or in political campaigns except as may be provided by or pursuant 
statute” (Administrative Regulations, title 8, par. 2125). 

Prohibited political activity includes, but is not limited to, taking part i! 
political management or campaigns: using official authority to interfere wit! 
or affect results of an election; soliciting, receiving, or transmitting contrib 
tions for political purposes; furnishing any list of employees for political pu 
poses; participating actively in political campaigns, conferences, or meetings 
serving as political committeemen; making political speeches; and being a ca! 
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didate for or holding public office. These and other restrictions pertaining to 
political activity are discussed in detail in PMA Instruction 345-1 and Admin- 
istrative Regulations, title 8, chapter 57, sections 2 and 5. 

The restrictions and prohibitions listed above must be observed not only be- 
cause they are imposed by law and regulations but also because they are neces- 
sary to good administration. Each supervisor must be certain that all em 
ployees under his direction have reviewed these provisions. I want to have 
evidence of record that this has been done. 

As a means of meeting this requirement I want each supervisor to certify to 
his next-in-line supervisor that all employees under his direction have seen this 
memorandum. Each supervisor should retain the certification received by him 
and in turn send a certification to his supervisor. Directors of commodity 
offices, chairmen of State committees, branch directors, and chiefs of offices will 
forward their certification to the Office of Personnel Management not later than 
November 20, 1950. All certifications shall be in the following form: 

To: 

| certify that all of the full-time employees on duty under my direction have 
been provided with a copy of the Administrator's memorandum on the subject 

f employees activities prohibited by acts or regulations dated November 1, 1950 
Name 
Title 


DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
OFrFICE OF THE ADMINISTRATOR, 
Washinaton, D. C., September 24, 1951 
ie: All PMA employees 
From: Administrator G. F. Geissler. 
Subject: Employees’ Activities Prohibited by Acts or Regulations. 

Reference is made to the Administrator’s memorandum of November 1, 1950, 
to all PMA employees, and to PMA Instruction 344-1 dealing with the above 
subject. The purpose of this memorandum is to reemphasize the existence of 
the restrictions and prohibitions listed in these documents and to reaffirm the 
existing policy of PMA on strict enforcement. Strict enforcement is necessary 
not only because the restrictions are imposed by law or regulation, but because 
it is in the interest of good administration. 

In recent months we have had to deal severely with several grievous gratuity 
cases. Therefore, I feel it is only fair to warn all of our employees again that 
violations will be severely dealt with in the future as in the past. 

rhe head of each office both in Washingfon and the field is directed to bring to 
the attention of all employees under his supervision a current list of prohibited 
ictivities and the policy of strict enforcement reiterated in this memorandum 

Senator Kem. That is a very formidable array of instructions. 
Now do you know of any other officials or employees besides Mr. 
White and Mr. Solomon that were fired for accepting gratuities? 

Secretary Brannan. Mr. White and Mr. Solomon were not fired 
for accepting gratuities. They were fired for failure to discharge 
their administrative responsibilities. 

Senator Kem. Acceptance of gratuities was also referred to in the 
letter of dismissal, was it not ? 

Secretary Brannan. It was referred to in the letter of dismissal. 

Senator Kem. Well, then weren't they fired for that ? 

Secretary Brannan. No, sir. If that had been their only viola- 
tion, they would not have been fired. 

Senator Kem. Isn’t that one violation that is set out there? 

Secretary Brannan. Yes, but not in the gratuities they accepted 
In my opinion and from whom they accepted them—were not of suf 
ficient consequence to warrant having discharged them on that basis 
alone. We might have reprimanded them as we did some of the 
other people in that office, but certainly not fired them. 
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Senator Kem. Why was that ground put in the letter of dismiss; | ’ 

Secretary Brannan. For the same reason all the rest of the grows 
were put in the letter. 

Senator Kem. Have you put it in any other letters of dismissal t},at 
you have issued since you have been Secretary ? 


Secretary Brannan. I do not believe I have, Senator. 
Senator Kem. Are you acquainted with Jack Cowart? 
Secretary Brannan. Yes, sir. 


Senator Kem. Was he formerly an official of the Department 

Secretary Brannan. He was special assistant to the Administratoy 
of Production and Marketing Administration at the time he was fired 
from the Department. Previously he had occupied other minor and 
lesser positions in the Department. 

Senator Kem. When was Jack Cowart fired ? 

Secretary Brannan. He was fired on August the 23d of 1951. 

Senator Kem. On what ground ¢ 

Secretary Brannan. On the grounds which are now a part of | 
record of the Federal court in Alexandria where he was convicte 
of violation of certain criminal statutes. 

Senator Kem. Do you recall what they were? 

Secretary Brannan. No sir; I do not. 

Senator Kem. Do you recall the facts in that case ? 

Secretary BRanNAN. Very well. 

Senator Kem. Will you tell us what they were? 

Secretary Brannan. Senator, they certainly are of record in man) 
many places. Just to synopsize them, Mr. Cowart took advantage of 
a person who had a legitimate business transaction with the Depart 
ment, deceived him as to the status of a claim, led him into believing 
that he had to have a lawyer, named the lawyer, named a person whi 
was not a lawyer. 

The person who was deceived eventually received, settled his mat- 
ter with the Department, made a payment presumably to his lawyer, 
and that money found its way into the hands of Mr. Cowart. 

Senator Kem. Was Mr. Cowart also interested in obtaining a stor- 
age agreement for the Baton Rouge warehouse ? 

Secretary Brannan. There is evidence to that effect. 

Senator Kem. Is it true as testified here that Mr. Kruse, assistant 
to the Administrator, requested Mr. Hudtloff to attend a meeting i1 
New Orleans concerning a proposed agreement with this warehouse 
company ¢ ' 

Secretary Brannan. Well, Mr. Kruse is here himself, and I sup- 
pose you can ask him. 

Senator Kem. Never mind, if you do not know. 

The Cuarrman. Why not ask Mr. Kruse now? We are not going 
to go back to Mr. Kruse now on that. 

Senator Kem. I want to ask him. 

The Cuarrman. Does the Senator intend to go into every aspect 
and ask Mr. Geissler about all of these cases as well as Mr. Kruse / 

Senator Kem. No. 

The Cuatrman. If he does, he will be here alone in this room. 

Senator Kem. I would like an opportunity to examine Mr. Kruse. 

The CHatmman. I hope not on the same cases where you could 
get the information now simply by asking him a question. 

Senator Kem. I will not try to duplicate. 
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You say you do not know anything about such a request ? 

Secretary Brannan. Yes, I know that Hudtloff went down to 
examine the Baton Rouge warehouses presumably at the request of 
his superior who is Mr. Kruse. 

Senator Kem. Was such a request unusual ? 

Secretary Brannan. I do not know that it was unusual. If we 
wanted to, if Mr. Kruse or Mr. Trigg wanted to be satisfied as to 
the character of these facilities I think it would be proper to have 
Hudtloff take a look at them. These storage facilities were also in 
the line of transportation to major seaports and could be a very useful 
storage facility. 

Senator Kem. Is it true that the Baton Rouge warehouse agreement 
was “hot” polit ically ¢ 

Secretary Brannan. Not as far as I am concerned. We have no 
knowledge that, it was hot politically, and I say to you, I do not have 
the slightest idea what that kind of term means. 

Senator Kem. Was it necessary for Mr. Hudtloff’s office to “bend to 
meet the situation” ? 

Secretary Brannan. I do not have any idea what that implication 
means, either. 

Senator Kem. You do not know any reason why he should bend to 
meet the situation ¢ 

Secretary Brannon. Well, if that has got any bad or sinister con- 
notation, I reject the implication that we bent to meet any situation. 

Senator Kem. The language is not mine. 

Secretary Brannan. In any unethical way. 

Senator Kem. The language is taken from the record. I am just 
isking you to comment on it. 

Secretary Brannan. I did. 

Senator Kem. You do not know any reason why he should bend to 
meet the situation / 

Secretary Brannan. I do not know any reason why anyone should 
bend to meet a situation. 

Senator Kem. Is it true as was testified that Jack Cowart’s mother- 
in-law was issued 163 shares of Baton Rouge stock ¢ 

Secretary Brannan. Well, now, Mr. Chairman, here again is a case 
which is in the hands of the United States attorney and. presumably 
on the way to further court proceedings. For my part, I should prefer 
to avoid having to discuss it, first of all, either to prejudice the de- 
fendant in advance, although I hold no brief whatsoever for Jack 
Cowart—he is an American citizen—he is entitled to have his case tried 
when his personal liberty is at stake, to have his case tried in the 
forum provided by the Constitution, and I would like to avoid dis- 
cussing the details of the case until the court has had an opportunity 
todo so. We supplied this committee with the report and all of the 
information in our possession with respect to this matter on the as- 
sumption, although extracting no commitment from anybody—on the 
assumption that it would be used in such a manner as not to prejudice 
the proceedings in the court. 

Senator Munpr. Was Mr. Cowart a civil-service employee, Mr. 
Secretary, or a political appointee ¢ 

Secretary Brannan. He had civil-service status. 

Senator Arken. What was his title? 
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Secretary Brannan. I think it was Assistant to the Administra 

The Cuarrman. The Administrator of what? 

Secretary Brannan. PMA. 

The Cuatrman. Who was then the Administrator? 

Secretary Brannan. Mr. Trigg. 

Senator Munpr. Was he brought into the Department by Mr. Trigg 
or at his recommendation ? 

Secretary Brannan. No: he was a clerk way down the way if 
remember correctly, secured his first job back in War Food Admi: 
tration days. 

Senator Kem. Have you familiarized yourself with the testimo 
of Mr. Carmine Bellino of the staff of this committee with reg 
to Mr. Cowart’s affairs? 

Secretary Brannan. No; I am familiar with the sources of M, 
Bellino’s information which was our report, our investigation repo) 

Senator Kem. Mr. Bellino testified that Cowart’s bank acco) 
showed a total deposit of $54,000 in 1949-51 period, did he not ? 

Secretary Brannan. From here on, if that is Mr. Bellino’s test 
mony he can take responsibility for that. 

Senator Kem. Have you anything to add to the testimony tha 
has been given before this committee in regard to Mr. Cowart’s affairs’ 

Secretary Brannan. Well, I just want the committee to unde 
stand that Cowart’s conduct was, of course, a very serious and unfor 
tunate thing. It damaged the reputation of the Department’s peop! 
It gave the folks who wished to destroy public confidence in 
Department an opportunity to point again to, “Here is a man 
Government who has defaulted on his trust and responsibility.” 

I hold no brief for him, but I still think that the fellow is entitled 
to his day in court and when that is given him then I think it is ti 
when we can talk about him. 

Senator Kem. Did his conduct indicate that the office in whic! 
was employed was being run well? 

Secretary Brannan. I was not personally familiar with Jack 
Cowart’s conduct. He reported directly to Mr. Trigg. 

Senator Kem. From what you know of his conduct now, would 4 
consider him a wrongdoer ¢ 

Secretary Brannan. The court decided that for us. The court 
decided that, subject to review, that he had violated a criminal statut 

Senator ArkeN. Mr. Secretary, you discharged him from the Di 
partment of Agric altere before the court case came up, did you not! 

Secretary Brannan. Oh, certainly, we discharged him the very da) 
or two after we got the report and could analyze it. 

Senator Arken. The report from the C. and I. ? 

Secretary BRANNAN. Sure; yes, sir. 

Senator ArkeNn. That was last August ? 

Secretary Brannan. That was August 21. 

Senator Arken. I know at the time there was some complaint o! 
the part of the members of the press that they could not get any rea 
son for his discharge. What was the particular reason for not giving 
& reason at that time? 

Secretary Brannan. Well, Senator, to protect the man’s constitu- 
tional rights to have his case tried in the courts, provided by the 
Constitution. No. 2, not to disclose all of the evidence which was in 
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our possession, so that Mr. Cowart’s counsel or those who would de- 
fend him or he himself could get busy and cover up. 

Senator Arken. You had turned the matter over to the Depart- 
ment of Justice then / 

Secretary Brannan. Certainly. 

Senator A1kEN. It was certain knowledge that he would be called 
into court ¢ 

Secretary BRANNAN. That is right. 

Senator A1rken. To answer for violation, that prompted you to keep 
ihe information from the press at that time ¢ 

Secretary Brannan. That is correct, sir. 

The CHatmrmMan. You had another reason. What was your third 
reason ¢ 

Secretary Brannan. You talked me out of it. 

The Cuamman. The two were sufficient. 

Senator Arken. Never mind, that is enough. You had one good 
reason. That would be good enough if it was a good one. 

I am through. 

Mr. Correr. I do not want to interrupt, Senator, but I would like to 
isk the Secretary a few questions with respect to Mr. Cowart on this 
matter that came up very late last week. 

You will recall, Mr. Secretary, that I was in your office the day 
before yesterday, was I not? 

Secretary Brannan. Yes, sir. 

Mr. Correr. Inquiring with respect to, and getting knowledge that 
you may have had Mr. Cowart’s activities in June of 1950 with respect 
to the Port Compress Co. of Texas. As I recall, at that time, or you 
will reeall, I mentioned to you and Mr. McCune that we had informa- 
tion that a memorandum had been presented to your office on June 
, 1950, in relation to some of his activity in connection with that case ¢ 

Secretary Brannan. You did, sir. 

Mr. Correr. And neither you nor Mr. McCune could recall Cowart 
being connected with that case, although you both did recall the 
case ¢ 

Secretary Brannan. That is right, sir. 

Mr. Correr. And have you made a search since that time to see if 
such a memo ever did turn up? 

Secretary Brannan. Yes, sir. 

Mr. Correr. Were you able to find any memo from an attorney by 
the name of Daniel O’Connor ? 

Secretary Brannan. Yes, sir. 

Mr. Correr. Did you find such ? 

Secretary Brannan. Yes, sir. 

Mr. Correr. You were going to advise me if you did find such a 

emorandum—you say you did? 

Secretary Brannan. [ am now advising you, sir. 

Mr. Correr. Well, you do now recall the circumstances under 

hich the memorandum was turned over to you? 

Secretary Brannan. Yes, sir. 

Mr. Correr. Would you recount them ¢ 

Secretary Brannan. It is my understanding that a man by the 

ime of O’Connor, a lawyer here in town, who represented the Com- 
press people, disassociated himself with his representation of the 
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Compress people, and following his disassociation as counsel for | 
Compress people, who were defendants in proceeding being th 
conducted by the Department to cancel the license of the Compr 
people under circumstances which we considered a pretty flagrant \ 
lation of their responsibilities and their licensing authority, su 
plied us with a memorandum in which he described a meeting betwe 
Mr. Cowart, himself, and the defendants in the proceedings aga 
which the Department then had in progress against the Port Co 
press people. 

Mr. Correr. Which Mr. Cowart had with Mr. O'Connor and | 
l’ort Compress principals; is that correct ? 

Secretary Brannan. Right, sir; yes. 

Mr. Correr. Do you have that memorandum with you? 

Secretary Brannan. I do, sir. You have to copy, too. 

Mr. Correr. I have a copy of that. 

Secretary Brannan. All right. 

Mr. Correr. Could you produce your copy, or would you? 

Secretary Brannan. Yes, sir. 

Mr. Correr. And will you either read it, or will I read it? 

Secretary Brannan. This is your proceeding. You do what 
want with it. 

Mr. Correr. Let me ask you first, if any action was taken o1 
basis of this memorandum that was presented. 

Secretary Brannan. Yes, sir. I carefully studied and weig! 
the memorandum. It was sent to Mr. McCune as a personal and « 
fidential document, and Mr. McCune, my assistant, delivered it 1 
me. 

Mr. Correr. And you did not recall this the day before yeste: 
day ? 

Secretary Brannan. I did not. You remember this transaction 
of considerable time ago. 

Mr. Correr. But did not I review it in some detail—did I not eve: 
characterize it at that time as what appeared to be a “shake-down” : 
the part of Cowart, of these people who were in difficulty with 1 
Department at that time? 

Secretary Brannan. You described it as such, and that fact alo: 
would have thrown me, because I do not understand this memoran« 
to imply any such thing. 

Mr. Correr. Well, in the light of the fact that neither you nor M: 
McCune could recall either the incident or Mr. O’Connor—TI have 
him in the hearing room and I think, probably better than anybod 
else, he might be able to tell us the circumstances under which t! 
memorandum was prepared and turned over to your office. 

Secretary Brannan. Well, now 

Senator Kem. I would suggest that vou do that later, Mr. Chairn 
Let us finish with the Secretary. He is an important man and 
very busy man, and we can pick that up later. 

The CuatrMan. He has been here 2 days now, and I do not like 
keep the Secretary. 

Senator Kem. He has been pretty busy. 

The CHaiman. Why do you not read it into the record if you ca 
get through with it now? If it is of public interest, the press 
waiting for it. Let them have it. 
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Mr. Correr. The memorandum is dated June 9, 1950, a blanket 
memorandum : 


Re: Port Compress Co. 

On Wednesday, June 7, 1950, conference was held by the officials of the 
Department of Agriculture, representatives of Port Compress Co., and J. E. Me- 
Donald, commissioner of agriculture for the State of Texas. The conference 
was held at the request of Mr. McDonald. Its intended purpose was to formulate 
some interim arrangement for the operation of Port Compress facilities pending 
final determination on an administrative hearing set for June 28, 1950. It is 
estimated that the earliest date which these proceedings could terminate is next 
October. It is impossible, due to CCC nd ECA policy, for Port Compress to 
reopen. Therefore, during this period approximately 350 employees of the 
Compress will be without work; a cotton compress and warehouse monopoly 
has been created at Corpus Christi, Tex., and Port Compress will suffer irre- 
parable injury. The conference accomplished absolutely nothing. This con 
ference Was the initial appearance of Daniel L. O'Connor as attorney for Port 
Compress. 

On Thursday, June 8, 1950, at approximately 5 p. m., a prominent attorney 
n Washington, whose name will not be divulged, contacted O'Connor with ref- 
erence to Port Compress. He stated that he was acting at the request of a high 
ficial of the Department of Agriculture who was interested in knowing whether 
the officials of Port Compress were interested in leasing the facilities of Port 
Compress, This attorney advised O'Connor that the official of the Department of 
\griculture had informed him as follows: 

1. That Port Compress should seriously consider abandoning its intention 
of proceeding with the hearing set for June 2s, 1950. 

2. That the evidence against Port Compress is “cold” and efforts to overcome 
t will be futile. 

That the hearing will result only in revocation of Port Compress ware 
house license regardless of the evidence introduced on its behalf, and that there 
< no chance of rainstatement after hearing. 

!. That the hearing will divulge evidence which will result in: 

(@) Considerable personal embarrassment to the principals. 
(b) Prosecution by the Department of Justice. 
(c)’ Prosecution by the Bureau of Internal Revenue 

That if Port Compress is foolish enough to proceed, they will be forced 

to receivership. 

lo prevent public hearing and to forestall the repercussions outlined above, 

was suggested that consideration be given to leasing the Port Compress 
cilities. Such action would result in immediate licensing of Port Compress 

d operation during the 1950 cotton season. 

A conference was arranged to meet the party that had asked this attorney 

arrange a contract 

At approximately 9 p. m., June 8, 1950, a person who identified himself 
s Jack Cowart called at room W-—9#2S8, Statler Hotel. Present were Frank W. 

ok, A. C. Hoffpauir, and O'Connor. 

Cowart identified himself as administrative assistant to Ralph S. Trigg, 
Administrator, Production and Marketing Administration. The conference 
isted 2 hours, during which time Cowart made the following direct statements : 

1. That he did not recommend Port Compress going into a public hearing. 
When asked why, he stated that no good could come of it and that it would 
do more harm than good. Cowart wanted to know why Port Compress wanted 
to have such a hearing and suggested that it was best for all concerned that 
the hearing not proceed. 

~. That if a leasing arrangement can be worked out with him for Port Com 
press facilities, he thought the hearing would be dropped. 

That the Department's evidence against Port Compress was conclusive 
nd that it Was impossible that such evidence could be overcome. He attributed 
his source of this information to one Tom Dawsey [phonetic], whom he identi- 
fied as former head of PMA Compliance Division, Dallas office. 

+. That if there was a hearing, Port Compress would receive the same treat 
ment as one Donagan [phonetic] who operated a warehouse at White Rock, 
Tex. Cowart stated that Donagan’s license had been revoked and that his 
se had been referred to the Department of Justice for criminal prosecution. 
stated that the violations attributed to Port Cempress were similar to those 
rged to Donagan. 


11 
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5. That Internal Revenue was investigating Port Compress, and that he had 
learned this in Dallas during a recent visit. 

6. That he individually was interested in leasing Port Compress for a period 
of 1 year with an optional provision for an additional 4 or 5 years. 

7. That if a lease arrangement can be worked out, he can obtain the United 
States warehouse license immediately; that such license can be obtained with 
30 minutes after the agreement is signed; that he is so certain of that that 
he will put up a forfeiture; that he is willing to go ahead immediately 
a leasing arrangement, although he has practically no previous warehousing 
experience, 

8. That he overheard two men on a plane en route from Dallas to Washing 
ton, D. C., on June 7, 1950, discussing Port Compress difficulties and believed 
they mentioned that minority stockholders were asking for receivership. The 
identity of these men was not known to him, and he did not make his interest 
in Port Compress known to them. 

9. That his financial backer would be one Tom Potter, of Dallas, Tex., wh 
has a reputed wealth of $25,000,000. 

10. That he knew nothing of the Port Compress case and first learned of 
about 3 to 5 weeks ago; that he has not seen the Port Compress file; that he 
does not know what previous discussions have been held on it, and is ignora 
of what has been going on. 

It should be noted that in October 1949 Congressman John Lyle, of Texas, 
one of the trustees of the Port Compress Co., was contacted by a representative 
of the Dallas office of PMA requesting that the trustees of Port Compress appoint 
one Jack Cowart as its general manager. That if Cowart was appointed, all of 
Port Compress’ difficulties would be eliminated. This offer was rejected. 

In February 1950, Cowart met Edward C, Crook in Washington and inquired 
as to whether any progress had been made on the Port Compress case. 

Dante, L. O'Connor 


Was that memorandum delivered to your office assistant, Mr. Me 
Cune, Mr. Secretary / 
Secretary Brannan. I have so stated. 


Mr. Correr. That was on June 9, 1950? 
Secretary Brannan. About that date, I would assume. 

Mr. Correr. And did your office assistant have any conversatio) 
with you about this situation before the memorandum was delivered ‘ 
Secretary Brannan. I do not recall that he did. He may have. 

Mr. Correr. Do you recall that he may have told you that Mr. 
O'Connor called him at his home on the previous night ? 

Secretary Brannan. Well, I do not remember a discussion of that 
kind. 

Mr. Correr. And that he told Mr. McCune he thought he was being 
shook down by this fellow ? 

Secretary Brannan. No. 

Mr. Correr. That they were going to set up an appointment wit! 
him in the Statler Hotel ? 

Secretary Brannan. You mean before June 9? 

Mr. Correr. Yes. The meeting was on June 8. 

Secretary Brannan. No. My memory is confined to the study of 
the document itself. - 

The Cuatrman. Will you tell the committee about the docume 
Mr. Secretary? Everybody is anxious to hear. 

Secretary Brannan. I will, as soon as counsel wants to hear. 

Mr. Correr. I have asked you once before to tell us about it. Would 
you explain it ? 

Secretary Brannan. The document was sent to us, as I have said 
here before. Mr. McCune brought it to me, and I analyzed it to 
determine what ought to be done with it. 
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The Cuarrman, I note this was sent through the mails from the 
offices of Sharp & O’Connor, addressed to Mr. Wesley McCune, De- 
partment of Agriculture, Washington 25, D, C., marked “Personal 
and confidential,” and stamped by the Washington, D. C., post office 
on June 30, 8: 30 p. m., 1950. 

Is that the envelope in which this document came? 

Secretary Brannan. I am sure it is, Senator. 

The Cuarrman. All right. 

Secretary Brannan. It was received in the Department July 3— 
received on July 3 in the Department. 

The Cuarrman. All right. 

Secretary Brannan. According to the stamp on the back of it. 

Mr. Correr. Also, it was sent—what was the postmark on it—the 
memorandum is dated June 9? 

Secretary Brannan. June 30. 

Mr. Correr. The postmark is June 30? 

Secretary Brannan. June 30; received in the Department on July 
3. And,as I indicated, Mr. McCune brought it tome. I read it care- 
fully and weighed it for what I thought it was sent for. I took it as 
a friendly gesture on the part of a lawyer who had dissociated him- 
self from the case and who saw no likelihood of any further trans- 
actions in the field, alerting us of the possibility that now he would 
not be associated with the case, that we ought to watch out against 
the possibilities of an effort to divert the case from the intense line of 
prosecution which we had set up against it. 

I talked with several staff members to learn of the status of the 
case, found out that we were proceeding as rapidly as possible, found 
out that there was no indication of compromise in any way, shape, 
or form, and that the case would move as fast as we could move it to 
ts ultimate conclusion. 

I also made certain that the statement which was in this letter is 
true, namely, item 10, in which O’Connor says that Cowart says that 
ie knew nothing of the Port Compress case and first learned about it 
3 or 4 weeks before, had not been the Port Compress file. 

Mr. Corrrer. You verified that? 

Secretary Brannan. That he does not know whether the previous 
discussions had been held, ignorant of what was going on. 

Mr. Correr. You verified that? 

Secretary Brannan. I verified the fact that Cowart had no con- 
nection in the line of authority with the case. I did not go into any 
kinds of detail. 

Mr. Correr. Did you verify also that in spite of the fact that he 
told them that he had attempted to get into the case through Con- 
gressman Lyle in October 1949 and again in 1950, he had contacted 
Mr. Edward Crook here in Washington, inquired about the status of 
the case? 

Secretary Brannan. I would have no way of talking to Crook. 
Crook was the defendant in the case. 

Mr. Correr. Did you turn this matter over to your C. and I.? 

Secretary Brannan. I did not, for the reason that my analysis of 

is that this letter could have been sent to us for two or three purposes. 

One, the very friendly one, which I construed it to be. 

Second, to put us on the alert. 
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Third, that we would make certain that there would be no slip-u; 

Beyond that, the statements in the letter are purely self-ser\ 
statements, and I assumed that if Congressman Lyle had had 
concern or suspicion or uneasiness about it he would have long s 

called us. 

Mr. Correr. Mr. Secretary, I mean you just described here a mi 
ago as to what the facts were in the case in which Mr. Cowart 
recently convicted in Alexandria, that he took advantage of somes 
who was doing business with the corporation, and that he defraui( 
them into m: aking certain payments. Those are not your words, | 
the substance as to what you have testified. 

Is this not identically the same thing that Cowart was doing 
this occasion? Is it usual for one of your employees who has not! 
to do with the case to be up in a hotel room with these people, tr) 
to get them when they are in trouble, trying to get them to turn ove 
their property to him—is that usual, Mr. Secretary ? 

Secretary Brannan. That does not even sound reasonable to me 
[f, as Cowart alleges—it is alleged he invited them, that they did not 
have a snowball chance—why would he want to buy into a case that 
was a lead-pipe cinch for conviction or license suspension ¢ 

Mr. Corrrer. Did you screen this case in your office at that time 
that why it went no further? 

Secretary Brannan. I made—wait a minute—the Port Compr: 
case ¢ 

Mr. Correr. This case. 

Secretary Brannan. The Port Compress? 

Mr. Correr. The Cowart case. 

Secretary Brannan. This is no case. What are you talking abo 
This is a confidential communication in which the man would 
even tell who the lawyer was that called him. If we are going to ge 
up and run around and throw our people into investigations on | 
basis of this kind of stuff, we are going to be awfully busy. 

Mr. Correr. Well, if you take 

The Cuatrman. What became of the case, the Compress case ? 

Secretary Brannan. The Compress case, the license was canceled 
and it went on to court, and as a result of a long proceeding, if I 1 
member correctly, there was a substantial recovery of the cot! 
which the Compress Co. had improperly taken. 

With respect to the diligence of the prosecution of the Compr: 
case there can be no question in anybody’s mind. If you want to 
disagree with me as to whether or not this was a serious accusatio 
that warranted investigation or not, you are entitled to disagree wit 
my opinion about it, but it seemed to me—and I put all of the cor 
plementary interpretation on it—this could very well be just a self 
serving statement ta get us to start an investigation of a part of 
proceedings to divert our attention from the main case. 

It looked to me like either Crook and these people were a little 
than intelligent to pay attention to stuff like this. There was going 
to be prosecution by the Department of Justice. Anybody knew that 

The prosecution by the Bureau of Internal Revenue—anybods 
knew that. Prosecution by the Department of Agriculture; that was 
in process. 

Mr. Correr. They were in very serious trouble at that time? 
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Secretary BRANNAN. You bet your life they were in serious trouble, 
and they stayed i in serious trouble. 

Mr. Correr. One of your high employees went to a hotel room and 
confronted them and wanted to lease their warehouse from them, said 
he could get a license. 

Secretary Brannan. Cowart had nothing to offer these people, re- 
member this. He could not in anywise and this letter does not pur- 
port in anywise to give them a single benefit. 

- If I understand this letter, it says, “Look, you fellows are down and 
out, you are going to get lic ‘ed, sell to me.’ 

Mr. Correr. Mr. McCune did not tell you of any conversation he 
had with Mr. O'Connor with respect to this telephone conversation ? 

Secretary Brannan. No conversation with respect to any offers of 
mmunity. 

Mr. Correr. No, no; any conversation at all with Mr. O’Connor 
ibout their wanting to put a plant on this or asking you people what 
vou wanted to do about it ? 

' Secretary Brannan. Now, look, you, and I happen to know the 
committee does not—that Mr. O’Connor is a lawyer who has had con- 
siderable criminal experience. If there was any kind of a criminal 
violation involved in here it was Mr. O’Connor’s duty as a citizen, and 
it was his special duty as a lawyer, to take it to the Justice Depart- 
ment and have this man brought to justice. It was my duty to see to 

t that nothing went wrong with the prosecution of the Port Com- 
press case, and that we discharged beyond any reasonable doubt. 

Mr. Correr. Did Mr. McCune tell you that he told Mr. O’Connor 
that on the occasion of this telephone call, he said that he was an 
ex-F BI agent, he should go ahead and handle it as he saw fit / 

Secretary Brannan. No, no; but that is the sort of thing he ought 
to have told him. 

Mr. Correr. You will forgive me if I say that I am a little mad 
about this. 

Secretary Brannan. Well, if you want to get mad about conduct, 
let us talk about the mental browbeating and the dumping of the 
ontents of the desk of Mr. Hudtloff. 

Mr. Correr. Who is this? 

Secretary Brannan. By your musclemen here—dumping the con- 
tents of the man’s desk out on top of it, picking up and reading his 
personal letters. My goodness! Let us all keep our good will here. 

Mr. Correr. Mr. Secretary, that is the first time—— 

Secretary BRANNAN. I would like to testify about those kinds of 
ihings. 

Mr. Correr. I would like to pursue this. 

Senator ANnperson. Could I come into this, when you get to the 
discussion of conduct, because, obviously, I seem to be in difficulties. 

A newspaper story written by my good friend John Ball over here, 
says that: 

Senator Anderson threw a bombshell into the hearings when he said that in 


Dallas Sunday he learned that a warehouse investigation committee had been 
named by the Agriculture Department there, headed by John A. Bramlett. 
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Then it recites that: 

“Bramlett was reprimanded for taking a $100 gift certificate, which lh: 
verted into a suit of clothes, from the Baton Rouge warehouse, recent 
volved in scandal,” Anderson said. 

Agriculture Department officials denied Anderson’s statement. 

May I ask, Secretary Brannan, whether he was the official, th: 
denied it? 

Secretary Brannan. Senator Anderson, we did not deny the - 
ment. We denied that we had any knowledge that Bramlett 
been employed in the position indicated. 

Senator Anperson. May I ask Mr. Kruse whether or not he 
Mr. Moseley yesterday afternoon at the conclusion of this hearing 

Mr. Kruse. I did. 

Senator ANperson. You did? 

Mr. Kruse. Yes. 

Senator ANDERson. What did you tell him to do? 

Mr. Kruse. I asked him whether he had this appointment, whet 

had been made, and—— 

Senator Anperson. What did he say / 

Mr. Kruse. He said “No.” 

Senator ANperson. He did? 

Mr. Kruse. Yes, sir. 

Senator ANDERSON. Mr. Moseley has been talking to me, a 
conversation has been recorded here, and I presume he recorde 
conversation at Dallas, also. Did he tell you that he had not 
nated Mr. Bramlett on a temporary basis to head the Divisio 
Storage and Maintenance ‘ 

Mr. Kruse. He told me that he had considered designating hi: 
a temporary, but never on a permanent basis. 

Senator ANperson. Did he tell— 

The CHAIRMAN. Just a moment. give him a chance to answe) 
Senator ANperson. I will. Did he say that, or did he not 
you that he had appointed him on a temporary basis as head « 

Storage and Maintenance / 

Mr. Kruse. I can’t remember the exact words he used. 

Senator ANperson. But keep it to facts then. 

Mr. Kruse. I will. 

The CHarrMan. He is under oath. 

Senator Anperson. All right. 

Senator Kem. He has not been put under oath. 

The Cuarrman. He is under oath. 

Mr. Kruse. Doing this 

Senator ANDERSON. What had he done? 

The CHatrman, Mr. Kruse, you have been sworn, have you not 

Mr. Kruse. Yes, sir. 

The Cuarrman,. All right, Senator Kem. 

Senator Anperson. He had expressed his intention more than 
week ago, had he not? 

Mr. Kruse. He did not say how long ago. 

Senator AnDerson. Well, would you have any information that he 
had not? 

Mr. Kruse. No. 
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Senator Anperson. How do you suppose I picked it up, if he had 
not expressed it? 

Mr. Kruse. I do not know. Iam only telling you what he told me. 

Senator Anperson. He stated to me on the phone a few minutes 
ago that about a week ago he expressed his intention of appointing Mr. 
Bramlett head of Storage and Maintenance on a tentative basis; he 
did not tell Mr. Bramlett that he would be on a permanent basis, but 
he did want him on a temporary basis. Did he tell you anything 
ontrary to that? 

Mr. Kruse. He told me no such a »pointment had been made, that 
he had expressed his intentions of doing that, but no such appoint- 
ment had been made, and such appointment would not now be made. 

Senator ANperson. Did you suggest that he reconsider it? 

Mr. Kruse. I told him that it appeared to me—the involvements 
that Bramlett had been in, that that would be inadvisable. 

Senator ANperson. Right. Upon that telephone conversation he 
then reconsidered it, did he not, and did not appoint him ? 

Mr. Kruse. As the basis of the telephone conversation, when I told 
him that I thought it would be inadvisable he said that it will not take 
place. ; : : : ; 

Senator ANperson. Then did you feel justified in saying that I was 
erroneous in saying that? 

Mr. Kruse. I did not say that. 

Senator ANDERSON. You did not say it? 

Mr. Kruse. No, sir. 

Senator ANperson. Did Mr. Geissler say it, did he? 

Mr. Kruse. Not as far as I know. 

Senator Anperson. And Secretary Brannan did not say it? 

Mr. Kruse. All I said was this, and I am perfectly willing to say 
what I said, because it is nothing but the truth, the whole truth, and 
that is, that such an appointment before it would be made, the approval 

f the unit would first have to be approved up here, and that had not 
yet taken place, that Mr. John Dean was down there. 

Senator Anperson. Is that your universal practice ? 

Mr. Kruse. Yes. 

Senator ANDERSON. Every time a man is appointed ? 

Mr. Kruse. No, sir; I said the approval of the unit, before the unit 
ould be set up in the organization. 

Senator Anperson. Is there not a storage and maintenance unit 
lown there? 

Mr. Kruse. Storage and maintenance unit, but this is to be an in- 
spection of warehousing unit within the Commodity Operations Divi- 
s10n. 

Senator ANDERSON. I made this statement and you called Mr. Mose- 
ey and got him to reconsider what he had done and then on the basis of 
the reconsideration you labeled what I said as not so—do you think 
that is completely fair? 

Mr. Kruse. I have made no such label. I have not contradicted 
vol. in any way, shape, or form. All I have said, first that I knew 

othing of the appointment, that the appointment I was sure had not 
been made, because the unit had not yet been approved, but I would 
talk to Moseley and find out for sure and John Dean, my deputy, who 
was at New Orleans yesterday would be in there today ma would 
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discuss the thing with Mr. Moseley, and when I called Mr. Mosel: 
said, “Mose, what is the status of this?” And he says, “I have 
pl inning on setting up this unit and I have talkd about putting Bi 
lett temporarily in charge of this.” 

Senator ANDERSON. Had he not announced that he was going to 
Bramlett in charge ¢ 

Mr. Kruse. That I did not ask him, and that he did not say. 

The Cuarrman. All right, let us go back to the subject. 

Senator Anperson. He told me that he had announced it. I nu 
want to say that 1 was not trying to bring idle gossip to this commi 
I think it was an unfortunate appointment. I think Mr. Mose} 
is doing an excellent job in the Dallas office. And I was trying 
keep him from making what | would regard as a mistake. It 
disputed that Mr. Bramlett did accept $100 gift certificate. Inste 
being fired as certain other people were he is promoted. And I | 
it isstrange. I recognize that he has some strong political ties, b 
do not think it is a desirable thing. And I merely tried to bring 
the point that it is not desirable when you are trying to clean up a 
situation to put in charge of the office somebody who has participat 
in the Arkadelphia deal, who has taken a gift certificate from 
Baton Rouge warehouse, and who is involved in a good many of t 
things. 

Mr. Kruse. I agree with you. 

Senator Anperson. I still believe what I said was reasonably 
to the fact. Mr. Moseley admitted to me that he had contemplated 
making this appointment, that he had announced his intention of a) 
pointing him as soon as this condition was improved. Mr. Bran 
under circumstances was designated. And I do not think there w 


just nothing to it. 
The Cnamman. Well now that the storm is over, 1 guess ws 


Lo on. 

Senator ANperson. I think. Mr. Chairman, one is entitled to hav: 
little storm. I think that the statement could have been made from t 
Department of Agriculture that the appointment of Mr. Bram! 
had been considered but had been reconsidered and he was not go 
to be appointed and I would have commended Mr. Kruse. I still 
mend him for believing that it is a bad appointment, I think a \ 
fine effort is being made to clear up the Dallas office. And TI has 
nothing but commendation for that effort. 

Mr. Kruse. If in any way anything that I have said has caused y: 
personal embarrassment on this thing it is regretted because I am o1 
trying to get the situation favorable. 

Senator ANperson. I am sure of that. 

The CHarrmMan. Proceed. 

Mr. Correr. I would like for the record to state that Mr. Bellino 
hired independently, the gentleman to whom you referred, by the | 
mittee as a consultant on an expert basis, and does not work dire tl 
for me, but Iam sure that Mr. Bellino can speak for himself, and | 
sure that his record here on the Hill speaks pretty well for him. T! 
is the first time I have heard of this. 

The Cuamman, Let us not get off on side issues. Let us try to g 
the facts. 

Mr. Correr. I think we ought to clear the record up. 
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The CHArRMAN. I know, but we will be here until next Christmas in 
irying to clear records up. Let us go to the facts of this case, if we 
can, of these hearings, Mr. Cotter. 

Mr. Correr. Mr. Underhill mentioned it to me, but in a laughing 
matter, and I told him what I thought the situation was, and I think 

‘agreed. It is far afield from your characterization. 

"Secretary Brannan. It is a pretty serious thing to stand there and 
\| this man that he is lying and pull the desk drawers out roe dump 
them on top and go through his personal letters from his boy and 
everything else in an attempt-—— 

Mr. Correr. I do not believe that is so. 

Secretary BRANNAN. We will bring him up here. 

Mr. Correr. This man was present there. 

Secretary Brannan. The two of them jumped on him. 

Senator ArkeN. Mr. Hudtloff has been up here. He gave a very 
rraightforward testimony. We had no complaint from him, so far 
- | know. 

Secretary Brannan. We are trying not tocomplain. We are trying 
o supply all of the available information we possibly can here. And 
what the counsel is now trying to do is not quite clear, but put me in a 
difficult position, because I can not recall all of the things that I did 1 
vear ago or 2 years ago in this case. 

' Senator ArkeN. I simply would say that Mr. Hudtloff made a very 
reditable witness, and gave us the appearance of telling a straight 
story, you might say. 

Mr. Correr. Mr. Chairman. may I continue? 

Phe CHarrMan. Proceed on the case, on the matter at issue. 

Mr. Correr. Yes. When I was in your office the day before yester 
lay neither you nor Mr. McCune could recall any of this business 
ibout Mr. Cowart and his connection with Port Compress. I think 
you have test ified to that: is that correct ¢ 

Secretary BranNAN. Excuse me; we advised you, or I advised you, 
that, as far as I was concerned, I knew about the Port Compress case. 

Mr. Correr. But nothing about Cowart’s appearance in the hotel 
room and trying to lease this property from them ¢ 

Secretary Brannan, At the time of your conversation with me I 
had no memory of that at that time. I went back into my records 

nd refreshed my memory about it, and I have produced my records, 

d they are before this committee now. 

Mr. Correr. Mr. Secretary, did I not explain to you at that time 
that my purpose in coming there was to get some explanation: that 
this was Just information that had come to us on Thursday or Friday, 

ist week ? 

Secretary BRANNAN. Yes. 

Mr. Correr. And your man reported yesterday, Mr. Underhill, 
that a search had been made of the records, and no memorandum had 
been found. 

Secretary Brannan. Well, now—— 

Mr. Correr. And you had promised me, or I had asked you, to call 

e if you were able to ~ oy thing comutibeat ; and, as you recall, Mr. 
Secretary, at that time I said, “Let us go into this fellow Cowart : let 

t all of the things 4 did.” And I asked you to give me greate! 
ule of access to records than you had ever before permitted by 
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calling Mr. Duggan, of the C. & L., letting us review the whole file on 
Cowart and see if there were any complaints, and you refused; « 
you not? 

Secretary Brannan. I offered and gave you and tendered you 
that very time the Port Compress total C. & I. files. 

Mr. Correr. The Port Compress report, Mr. Secretary—the Por 
Compress report and the Prefab report, but not the Cowart fil 
distinguished from a report. 

Secretary Brannan. Well, now, there is no such thing, as far as 
I know, as a Cowart file. If you are talking about the working notes 
of these people, I think that is a wholly unreasonable request. 

Mr. Correr. The point I am making 

Secretary Brannan. But, so that Wingate Underhill is entirely 
that is, his position is entirely—clear here, let me say that this materia] 
was in my file, had not been handed on to C. & L., had not been handed 
on to PMA, because I did not give sufficient credence to it to warrant 
doing so. And I do not think that you ever should put that kind of 
document in a man’s personnel file. 

The Carman. When did you actually find this, Mr. Secretary ? 

Secretary Brannan. The day after he left. 

The CuarrMan. You made a search for it ? 

Secretary Brannan. I made a search for it. 

The Cuarman. And located it? 

Secretary Brannan. I located it, and I brought it to the committee, 
because he told me we were going to be interrogated about it. 

Mr. Correr. When both you and Mr. McCune denied the whole inci- 
dent, I said it created an impasse ? 


Secretary Brannan. Nobody denied it. I said I did not have 
enough memory about it or any memory about it sufficient to talk wit! 
you about it. 


~ Mr. Correr. Would you not agree with me, Mr. Secretary, that 
certainly the President did not have in mind when he promulgated 
these Executive orders the covering up of any information with respect 
to crooks or irregular acts by Government employees ? 

Secretary Brannan. Well, now, I am not prepared to discuss what 
the President meant by his memorandum on that case. 

Senator Munpr. How do you interpret that part of that memoran- 
dum; that it is to keep information on crooks away from Congress‘ 
I do not think that would be a plausible interpretation. 

Secretary BRANNAN. It ismy interpretation, Senator, that personne! 
files are not to be public documents. 

Senator Munpr. That was limited to loyalty, I thought, so far as 
loyalty was concerned. 

Secretary Brannan. I think he expanded it by the second memoran- 
dum of some kind to include general personnel records. 

Senator Arken. Mr. Secretary, would you say that the amounts and 
prices paid for the Egyptian cotton were clearly covered by the Presi- 
dent’s order ? , 

Secretary Brannan. Well, Senator, whether or not they were is 
immaterial, because we supplied every word of information this com- 
mittee had on the subject. 

Senator Arken. I was wondering why you would not submit it to 
the committee; that is, the amounts of cotton purchased and the prices 
paid ¢ 
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Secretary BRANNAN. That was the material that came to us—— 

Senator A1kEN. This committee could not get it. 

Secretary Brannan. The operations were under the Munitions 
Board, and their operations are in the area of confidential materials. 
And the plain matter of fact is, 1 suppose, as a result of the proceedings 
and all of the rest of the collateral proceedings outside of here, that 
information would be a matter of record. 

Senator Arken. I was wondering why you would give all of that 
information to Senator John Williams and not to this committee—why 
he should be particularly favored. Here is a list. Is he some special 
friend of yours¢ Here, certainly, are the sales, the companies bought 
from, and the prices paid for all of the long-staple cotton purchases 
for the year 1951. Have we got to go to Senator Williams for infor- 
mation from you? Ido not know what we are coming to. 

Secretary Brannan. Nor what will become of me, Senator. We 
were not talking about prices. 

Senator A1keNn. The prices varied very little from what Mr. Walker 
told us. I noticed they ran up to $1 and forty-odd cents a pound. 

Secretary Brannan. The prices were made available to the com- 
mittee. It was amounts that were supposed to be kept confidential. 

Senator Arken. You will pardon me if I was semifacetious about 
that. 

Secretary Brannan. About Senator Williams? 

Senator A1kEN. Senator Williams got the information and the com- 
mittee did not. 

Secretary Brannan. He does not have any information that this 
committee does not have, Senator. This committee had information 
as to amounts, but not as to quantities, and I do not think that 

Senator ArkeN. Oh, yes; he has every quantity, so many bales 
bought on each date, and telling who they were bought from. 

Secretary Brannan. And he got it from us? 

Senator A1keN. Got it from you. 

Secretary Brannan. Well 

Senator Arken. There it is. 

The CuarrMan. Senator Kem, have you any more questions ¢ 

Senator Kem. Yes; I have a lot more, Mr. Chairman. 

Mr. Secretary, are you acquainted with Stephen G. Benit, Ji 

Secretary Brannan. No, sir, but I know of him. 

Senator Kem. He is a former employee of the Dallas, Tex., Com 
modity Credit Corporation office ; is he not ? 

Secretary Brannan. He was a former employee in that office. 

Senator Kem. Was he forced to resign during an investigation of 
charges that he accepted gifts and money from a warehouseman with 
whom the Dallas office was storing commodities? 

Secretary Brannan. Yes, sir. I think that is correct. And I think 
he was subsequently prosecuted. 

Senator Kem. Indicted. 

Secretary Brannan. Indictment issued against him? 

Senator Kem. Indicted by a grand jury at Fort Worth, Tex., for 
accepting bribes totaling $1,750 from an Oklahoma elevator operator 
to insure allocation of sufficient Commodity Credit Corporation-owned 
commodities to keep his warehouse filled. 

Secretary Brannan. I am not clear on what we are talking about. 
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Senator Kem. I asked you on what ground he was indicted by , 
Federal grand jury at Fort Worth, Tex., and to refresh your reco]| 
tion I asked you was it for the acceptance of bribes totaling $1,750 f; 
an Oklahoma elevator operator to insure allocation of sufficient C 
modity Credit Corporation-owned commodities to keep his warehous 
filled. 

Secretary Brannan. Well, Senator, I am not sufficiently ady 
of the case to give you the technical form of the indictment o1 
precise 

Senator Kem. I did not attempt to suggest the technical form of | 
indictment. I asked you if that in general was the ground upon w 
he was indicted. 

Secretary Brannan. Well, now, Senator, if you say it was, | 
willing to agree with you. 

Senator Kem. I am asking you to refresh your recollection. 

Secretary Brannan. I] am not going to get myself into a position of 
stating things which are libelous here on my own initiative. You 
that is what he was charged with. ; 

Senator Kem. As a lawyer, you know you have a privilege wl 
you testify before this committee, Mr. Secretary. 

Secretary Brannan. I am not clear on that by a long ways. 

Senator Kem. That is my understanding of the law. 

The Cuarrman. I do not believe it is. 

Senator Kem. I think he is privileged, 

Secretary Brannan. I would rather take my lawyer's judgment 
it than run the risk. 

Senator Kem. Tell us what you care to tell us about the Stephen G 
Benit case. 

Secretary Brannan. An employee who violated his responsibilities 
and was apprehended and dealt with in a very effective way. 

Mr. Correr. He was taking bribes; was he not, Mr. Secretary / 

Secretary Brannan. That is your phrase, not mine. 

Mr. Correr. That is right, but you do not suggest that that was 

Secretary Brannan. I do not know. 

Senator Kem. What did your investigation—— 

Secretary Brannan. I do not know what they indicted him for. 

Senator Kem. What did your investigation show in that respect! 

Secretary Brannan. Well, it is available to the committee. lt 
showed a man who violated his duty as an employee and who was dea!! 
with appropriately for having dorie so. I just do not want to get into 
technical language and libelous language in these kind of cases. He 
was indicted at Amarillo, Tex., on February 5, 1952. Our notes indi- 
‘vate that he was indicted on two counts, accepting a bribe to put 
Government commodities in a private warehouse and supplementing 
his governmental salary from an outside source for work the Gover 
ment paid him to do. That is what our notes say. 

Senator Kem. Was he convicted on those charges ? 

Secretary Brannan. That is my understanding; he was convict 
Whether it was both charges or either one or which one, 1 do not k: 
He was convicted. 

Senator Kem. Do you know Guy W. Cravens, an employee of the 
Minneapolis, Minn., PMA office? 

Secretary Brannan. I do not know him personally, but know of 
him as a former employee of the Department. 
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Senator Kem. Has he been discharged ? ; 

Secretary Brannan. It is my understanding he has been discharged. 
He has been brought to justice, indicted, and prosecuted, and I think 
convicted. 

Senator Kem. When was he discharged ¢ 

Secretary Brannan. Will you supply that! 

Mr. Kruse. I will find it. 

Secretary Brannan. Was he convicted ? 

The Cuarrman. Have you the date? 

Senator Kem. Yes. I have a note here. It says June 22,1951. Is 
that correct ? 

Secretary Brannan. I will accept that. 

Senator Kem. What was he charged with. Was he charged with 
acceptance of numerous gratuities from persons or firms with which 
his office had official transactions ¢ 

Secretary BRANNAN. It is my understanding that that is what we 
discharged him for. 

Senator Kem. Did investigation develop evidence of improper ac- 
tion in the handling of the lease of the Portage Grain & Storage Co. 
of Madison, Wis. ¢ 

Secretary Brannan. Well, that was involved in this proceeding; 
yes. 

' Senator Kem. Did the investigation reveal that adequate perform- 
ance bond was not required on several contracts ¢ 

Secretary Brannan. I am not prepared to agree to that, Senator. 

Senator Kem. Do you have your investigation file available? 

Secretary Brannan. I do not have it here with me. I will be glad 
to get it and make it available to the committee again. 

Senator Kem. Will you bring it tomorrow! All right. Do you 
know whether any bond was required on one lease ¢ 

Secretary BRANNAN. No; I do not. 

Senator Kem. Do you know whether the storage contract covering 
the storage of a large quantity of linseed oil was made without any 
written contract ? 

Secretary Brannan. I have some faint recollection of that, Sen- 
ator, but I do not know the circumstances. 

Senator Kem. Did an investigation disclose an unwise and unsafe 
close personal relationship between Mr. Cravens and an officer of the 
Portage Co., Mr. E. M. Rowlands? 

Secretary BRANNAN. That is what we discharged him for. 

Senator Kem. Did the record indicate that Rowlands benefited by 
this transaction to the extent of receiving 40 percent of the stock in 
the Portage Co., plus dividends of $36,357 ¢ 

Secretary Brannan. If that is in the evidence in the court, why, 
I would certainly not dispute it. 

Senator Kem. Was evidence given by one of the Commodity Credit 
Corporation’s witnesses that a sizable profit was realized from this 
arrangement ¢ 

Secretary Brannan. The word sizable, of course, is a relative term. 
I assume these people get into the business for profit. 

Senator Kem. Did you testify with regard to this case before the 
House Committee or the Subcommittee on Appropriations of the 
House of Representatives ? 
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Secretary Brannan. I think Mr. Whitten interrogated us aboy 
this case. 

Senator Kem. I asked if you testified. 

Secretary Brannan. I said I think I was interrogated about 
Is that not the same thing? 

Senator Kem. You said “us.” I wanted to know whether 
testified. 

Secretary BRANNAN. It was the kind of arrangement which pre, 
there, and which has prevailed here before today in which sever) 
people sit down at the table and try to develop the real facts. 

Senator Kem. I will ask you if you testified on that occasion 
follows: 

The record disclosed that Mr. Cravens accepted a television set and 
luggage—the television set was estimated at a probable value of $410 
luggage at $153.72. 

Secretary Brannan. Are you reading from the record of the Hou: 
hearings ¢ 

Senator Kem. I am reading from notes that purport to be take; 
from that record. 

Secretary Brannan. Well, if you will accept them, I will acce; 
them. 

Senator Kem. Did the record also show that Cravens bought 
Buick automobile at a discount of $400 from the normal price? 

Secretary Brannan. Yes. 

Senator Kem. And that he had not to this date explained satis 
factorily how he paid part of the costs of this Buick automobile’ 


Secretary Brannan. That was my statement to the House co 
mittee. 
Senator Kem. Did you also testify? 


From an examination of his personal income, the source of funds with w! 
to buy the Buick were not apparent? 

Secretary Brannan. You are now still reading from the Hor 
record ¢ 

Senator Kem. Is it true that Cravens was served with charges 
April 11, 1951, in which all of the items listed above were specifica 
itemized ¢ 

Secretary Brannan. I do not find that in this record, but I gues 
that is so. 

Senator Kem. And then did Mr. Cravens answer the charges | 
you made against him or did he refuse to answer them? 

Secretary Brannan. I cannot imagine what difference it 1 
We went on to prosecute him, whether he answered or not. 

Senator Kem. You took action on June 19, 1951, severing his 
relationship with thé Department, is that correct ? 

Secretary Brannan. Yes. 

Senator Kem. He went off the payroll on June 22, 1951? 

Secretary Brannan. Yes, sir. 

Senator Kem. And he was subsequently indicted in the Fede: 
court, was he not? 

Secretary Brannan. I have said so. 

Senator Kem. In an indictment returned at Madison, Wis. 
true that indictment accuses Cravens of accepting three storm 
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and a television set and $1,300 in return for recommendations that 
Commodity Credit Corporation contracts be given the Portage Ware- 
house Co., Portage, Wis. ? 

Secretary Brannan. The indictment speaks for itself. 

Senator Kem. Do you have information as to what the indictment 
ontained ? 

Secretary Brannan. No, I do not recall it today. I might have 
had it at one time. 

Senator Kem. Cravens was subsequently arrested, was he not ¢ 

Secretary Brannan. He had to be before he could be indicted. 

Senator Kem. Are you familiar with the case of Harold F. Chern 
of the Department of Agriculture’s Production and Marketing Ad 
iinistration office in New York City / 

secretary Brannan. I am advised there is an investigation on the 

iv in that case. 

Senator Kem. He resigned on March 7, 1952, did he not ? 

Secretary Brannan. I think that is right. 

Senator Kem. Was he charged with accepting “gratuities from 
business firms ¢” 

Secretary Brannan. Is that what we suspended him for ‘ 

Mr. Kruse. He was suspended for taking food and drinks. 

Secretary Brannan. I understand that so far we have found that 
he had been taking lunches and drinks from people he was doing 
business with. 

Senator Kem. Did you suspend him on that ground alone? 

Secretary Brannan. So far that seems to be the chief basis. I am 
ot prepared to discuss the case in full because we have not cot the 
report. 

Senator Munpr. Are those the rules of the Department, that when 

e of your employees takes a lunch from a businessman or somebody 
e is suspended—is that a rule of your Department ? 

Secretary Brannan. No, not by a long ways, but I guess there are 

cumstances and conditions under which you can overdo even that. 
It looks like this man was overdoing the thing. 

Senator Kem. Will you tell us something about the extent to which 
e reached to reach that point 4 

Secretary Brannan. No,sir. I will when the report is in. 

Senator Kem. Is there anything else about that case that you would 

ke to say ? 

Secretary Brannan. Other than that here is another example in 
which we very promptly and diligently dealt with an unfortunate, 

proper, wrongful act by a Department employee. 

Senator Munpr. I would like to ask you, Mr. Secretary, about some 
testimony here that may or may not have come to your attention, dur- 

ig the testimony of James Cole, director of the Minneapolis com- 
modity office, on page 1105 of the testimony. There was introduced 
i letter from Mr. Cole to Mr. Frank Gallagher which I found rather 
disturbing at the time and which has caused me some correspondence 
since. Mr. Gallagher is the regional attorney up there. 

Secretary Brannan. In Chicago. 

Senator Munpr. Yes. And the quotation from Mr. Cole’s letter 
which caused the disturbance is as follows: “There are so many cases 
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of conversion of mortgaged collateral in our area that has come to 
my attention”—that is my area, that includes South Dakota. 

Secretary Brannan. May I interrupt just a moment? There was 
a very elaborate discussion of that this morning between Senator Kem 
and me. I might suggest that you would want to read the rec 
before you cover the same territory again. 

Senator Munpr. Possibly so. I will limit my question then to 
one feature of it. If that is in the record, you do not have to answe 
it again. 

Is Mr. Cole’s statement correct that there have been a tremendous 
number of cases of conversion of mortgaged collateral in our Minne- 
apolis area which I presume includes South Dakota ? 

Secretary BRANNAN. Senator, we supplied a statement to the « 
mittee of the on-farm or farmer-type conversions that had taken place 
over the period of the last 4 or 5 years, and it is now before the cor 
mittee. am not sure whether it has been introduced in the record 
or not. 

Senator Munpr. That statement of Mr. Cole’s appearing, as it has, 
in the papers of our area, is rather a blanket indictment of our farmers 
out there. I had not been aware that there were a great many cases 
of conversions, but this letter, certainly, indicates there have been 
so many that if they were to be prosecuted it would be damaging to 
the whole farm community and, of course, none of us want to do that. 
It is also true if there are a great many conversions that in itself is 
damaging to the farmer. 

I have had a lot of letters of inquiry, and I would like a little more 
information on what was meant by Mr. Cole’s letter in that regard. 
I guess that is all in the morning’s testimony, if you went into that 
phase of it, and I can read it in the record. 

Secretary Brannan. As a precise answer to that question, could I 
supply you with a report on the operations of the farm-stored com- 
modity loan program, which we issued yesterday ? 

Senator Munpr. That will answer this question ? 

Secretary Brannan. That will answer it completely and, Senator, 
may I ask, is this in the record ? 

The Cuairman. Well, if it is not, we will put it in the record at 
this point. 

(The report entitled, “A Report on Operations of Farm-Stored 
Commodity Loan Program, Dated May 1952,” is as follows :) 


Exnuipsit No. 89 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
May 1952 


A Report oN OPERATIONS OF FARM-SToRED Com™MopITy LOAN PROGRAM 


Storage operations are an essential part of the Government price support and 
ever-normal-granary programs which are carried out to help farmers stali!iz 
their marketing—thus giving producers protection against price collapse in times 
of heavy supply, while at the same time assuring reserves for consumers in times 
of relative shortage. 

Under terms authorized by Congress, price support loans are extended to f 
ers who pledge or mortgage their storable crops as security for the loans. Som 
of these loan crops are stored in cooperative or commercial warehouses ; of !iers 
in approved bins and cribs on the farms where produced. For corn and a nu 
ber of other grains and related crops, on-farm storage loans, which are secured 
chattel mortgages, are a major part of the total storage operation. 
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MANY LOANS ON FARM-STORED CROPS IN RECENT YEARS 


Since 1946—the postwar period which includes the big 1948—50 storage yvears— 
the Commodity Credit Corporation has entered into a total of more than 1,100,000 
individual loan contracts with producers who stored their crops on the farm. 

Nearly $2 billion in loans were extended during this period on more than one 
and a quarter billion bushels of farm-stored corn, wheat, barley, oats, soybeans, 
dry edible beans, dry peas, rye, rice, flaxseed, grain sorghums, hay and pasture 
seeds, and winter cover crop seeds. 

While these farm storage loans were scattered throughout the country, the 
heaviest concentration was in the chief grain areas. 

The following table gives by commodities the number of individual CCC loans 
on farm-stored crops, the quantity of the collateral, and the amount of the loans 
for the period covering the crop years of 1946 through 1951—-with the 1951 crop 
oan data up to March 1, 1952: 


Farm stored loans—crop-years 1946-51 


Amount 
loaned 


Number of 


loans Quantity Unit 


Crop | 
| 


J 
: 221, 300 000 | Bushel $559, 818, 000 
| 700, 315 | 972,000 |.... do 1, 098, 348, 000 
50, 024 741, 000 ..do 76, 551, 000 
sents 63, 245 }28, 000 |... do 44, 782, 000 
36, 549 21, 602, 000 do ex 48, 913, 000 
Dry edible beans... ‘ : 2, 064 , 620,000 | Hundredweight 11, 109, 
Rye...-- bia 3, 425 2, 147,000 | Bushel___-- 2 
Rice ° . , 160 , 694,000 | Hundredweight s, 
Flaxseed _ . .. . , 2, 892 5, 740,000 | Bushel aad 21, 
Grain sorghums 2, 584 3, 584,000 | Hundredweight 27,7 
Hay and pasture seeds. __- : “= 2, 669 . 146,000 | Pounds inna 2,6 
Winter cover crop seeds i 282 299, 000 do . 
Dry peas ite d oes 82 57,000 Hundredweight 


otal _ .. bonae 1, 107, 401 |...... siiibaniste os .-| 1,902, 742, 


FARMER COMMITTEES ADMINISTER LOAN PROGRAM 


In accordance with congressional authorization, local administration of the 
price support programs is handled largely by farmers themselves, through county 
and community elected farmer committees. 

County committees of 3 members, and local committees of the same number for 
each of 10 or so communities in each county, are elected annually by farmers. 
These committeemen, of whom there are about 90,000 in the entire country, han- 
die local loan and storage administration under the general supervision of ap 
pointed State committees, and in accordance with the over-all regulations and 
procedures which are established for the program. 


LOAN APPLICATIONS APPROVED LOCALLY 


A farmer who wants a CCC loan on commodities stored on the farm files an 
pplication at the office of his county Production and Marketing Administra- 
tion committee. The county committee then sends an inspector to the farm 
to determine if the storage facility (bin or crib) and the commodity are in 
proper condition to justify the loan, and to determine the quantity of the grain 
stored. Part of the inspection job is to take a representative sample of the 
grain for testing at the nearest laboratory. If the inspection and the tests show 
that the storage structure and the commodity are satisfactory, the loan contract 
is completed and a chattel mortgage signed by the farmer is filed in accordance 
with local legal requirements. 

The actual loan is made either through private banks operating as lending 
agencies pursuant to agreement with CCC under the price-support program or 
directly through the CCC representatives in the county office. Once the loan is 
made, the farmer is responsible for maintaining the quality and quantity of 
the stored commodity. 
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CHECKING AND INSPECTING STORED COMMODITIES 


To protect the interests of both the producer and CCC, the PMA county co: 
mittees are responsible for periodic inspection and over-all supervision of ¢) 
farm-stored loan collateral. Each county committee employ inspectors in 
cordance with the amount of loan commodities stored in the county and 
current need for inspection. Inspectors check the condition of the grain 
the storage structure, and they determine any indication of shortages. 

If the condition of the commodity or the storage structure shows damace 
threat of damage, the county committee requires the borrower to correct 
condition, repay the loan, or deliver the commodity. Farm borrowers the! 
selves ure expected to report any indication that their grain is deteriorating, s 
that reinspection can be made immediately. 


PROCEDURE IN SHORTAGE CASES 


‘Shortages” in the amounts of commodities mortgaged as security for the | 
may result from several causes. The original determination of the amoun 
the commodity in storage may not have been accurate. There may have 
losses from shrinkage or from other similar causes, or from fire, flood, o1 
causes over which the borrower does not have control. On the other hand 
borrower may have removed some of the commodity from the storage faci 
to feed or sell. If there was unauthorized removal of grain, then there is the 
further question as to whether or not there was an intent to defraud 
Government. 

In any case where an apparent shortage is found, the county committe: 
vestigates to determine the facts. If arrangements are not made promptly f 
settling the borrower's obligation, or if warranted by other facts, the « 
committee reports to the PMA State committee for further action. If ne 
sary, the State committee calls on the Department of Agriculture regiona! at 
torney for assistance in making collection. The regional attorney, in 
refers the more serious cases to the United States attorney (Justice Depa 
ment) for appropriate legal action. 

Che United States attorney may initiate civil action in the courts to effect 
settlement—to require repayment by the borrower to cover established shortages 
in his loan collateral. In instances where it is appropriate, and it appears 
fraudulent intent can be established beyond a reasonable doubt, he may init 
criminal action 

POSSIBLE CRIMINAL ASPECTS 


A number of factors determine the disposition of cases involving shortages 
farm-stored commodities, after settlement of any civil liability. The unauth 
izl removal of grain from the storage structure is not a criminal act, un 
court decision, unless there exists intent to defraud the Government at the t 
of the removal. In most shortage cases, this intent is lacking or cann 
proved beyond a reasonable doubt. Prompt settlement, when the amount of 
shortage s determined, often indicates a lack of intent to defraud 
farmer may have fed part of the mortgaged commodity with the intention 
paving off the balance of the loan when the note matures and the rem 
grain is measured for delivery to the Government Errors in the measure 
of the bin contents at the time the loan was made, shrinkage, or ether cir 
stances, may only eall for settlement by the borrower for the shortag 

Unlike a warehouseman, who does not own the grain stored with him, 
farmer owns the mortgaged grain which is stored on his farm, and the Co 
modity Credit Corporation's interest in this grain does not extend bey 
the value of the mortgage, Thus the farmer may properly sell his interes 
the grain, subject te the mortgage. There are a number of other legal fact 
with regard to possible criminal cases. Many of the loans to producers are n 
by local banks, acting as lending agencies for CCC. Until the CCC takes o 
the loan, the banks hold the legal interest in the collateral. The CCC Cha 
Act makes it a crime fraudulently to convert property mortgaged to the Cor) 
ration, but it does not affect property mortgaged to a lending agency. The Char 
ter Act itself has been in effect only since July 1, 1948, and before its enactment 
the fraudulent conversion of comnrodities mortgaged to CCC was not a Federa 
crime. 

No intent to defraud is indicated in the vast majority of the shortage cases 
involving farm-stored commodities. Most of the “shortages” called for min 
adjustments and collections, and are handled at the county level. Some requir 
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the help of the PMA State committees or the USDA regional attorney in effect- 
ing a settlement and making collections. The relatively few cases where col 
lections cannot be made otherwise, or where criminal action is indicated, are 
referred to the United States attorneys for appropriate action. 


THE RECORD OF ACTION TO COLLECT SHORTAGE CLAIMS 


Some shortages, and some irregularities, are inevitable in any program in 
volving hundreds of thousands of individuals and hundreds of millions of dol 
lars in loans. The record shows that the number of such cases is small in rela 
tion to the total volume of the farm-stored loan programs. 

In over 6 years—from January 1, 1946, until March 1, 1952—a total of 841 
eases involving shortages of farm-stored loan commodities were considered seri 
ous enough to require legal assistance in making collections, and in determining 
whether legal action of any kind would be proper. These cases were referred 
to the USDA regional attorneys. They represent an average of 140 cases for each 
of the 6 years covered by this period. 

The principal of all civil claims—the unpaid loan advances—involved in these 
841 cases totaled $1,108,015. Collections against this total had reached $609,754 
by March 1, 1952, leaving a balance of slightly less than $500,000 still outstand 
ng. This represents the total potential loss to CCC at this time in these farm- 
storage cases, Collections—including civil action in the courts—are continuing 
and the final loss figure will undoubtedly be considerably snraller. 

Of the 841 cases referred to the USDA regional attorneys, these attorneys have 
collected the amounts due the Government in 131 instances. They have referred 
S88 cases to United States attorneys for additional collection steps, including 
civil action in the courts. A total of 158 cases have been returned to the ad 
ministrative agency (CCC) for further administrative action, including collec 
tion by deductions from any farm program payments due the producers involved 
The remaining 164 cases are still pending in regional attorney offices. 

Of the 388 cases referred to the United States attorneys, settlement or court 
judgment has been obtained in 231 instances. Thirty-five cases are now pending 
in court, and the remaining one hundred and twenty-two are still pending in the 
United States attorney offices, 

With regard to criminal phases of the shortage cases, the possibility of crim- 
nal aspects was suggested in 138 of the cases referred to the United States 
attorneys. Court cases have resulted in convictions in two instances. A third 
case is now pending in court In 45 cases, the United States attorneys have 
ound insufficient basis for prosecution. The remaining 90 cases are still pend- 
ng in district attorney offices. 


FARM STORED SHORTAGE CASES NOT MAJOR PROBLEM 


The $500,000 maximum potential loss to the Commodity Credit Corporation 
n farm-stored grain, without alowance for further collections, represents about 

e-fortieth of 1 percent of the total loans extended on farm-stored grain and 
other commodities during the 6 years. 

rhe S41 shortage cases represent about one-thirteenth of 1 percent of the 
total number of individual on-farm loan storage contracts in effect during these 
years. In other words, in about 8 of each 10,000 loan contracts in effect during 
his period on farm-stored commodities has it been necessary to take special 
steps to protect the interests of the Government. 

The price support loan program is a business operation, and any shortages 
other than those due to external causes, such as flood and fire, which are beyond 
his control) must be repaid by the borrower. Flagrant cases must be handled 
firmly through appropriate court action. This is the policy the Department of 
Agriculture has followed, and will continue to follow, in handling these farm 
stored loan shortage cases. 

The price-support programs have been of immeasurable benefit to the Nation 
It was the reserves of feed grains built up before the war which permitted a 
steady rise in meat production to meet our own .requirements and those of our 
allies. It was the reserves of feed grains built up during the period under 
consideration that have prevented a serious decline in meat production in the 
ist 3 years. 

It was reserves of wheat built up largely through this program that made it 
possible to use 500 million bushels for livestock and poultry feed during the 
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1943-44 marketing season with great benefit to consumers, and that have enable 
us to maintain large exports to friendly nations since the war. 

It was the reserve of cotton in 1950 built up largely through this program 
which permitted us to meet essential requirements created by the outbrea, 
of war in Korea without disastrous consequences to our own Nation and oyr 
friendly allies. 

These are but a few of the benefits accruing to the general public from our 
price support loan programs. No money value can be placed on a program which 
increases production and builds up reserves of essential commodities for use jp 
a time of need. 

There is no financal yardstick that can measure the value of having enough 
food and fiber to supply our Army and our allies in time of war—without cutting 
down on civilian use. There is no financial yardstick that can measure th; 
value of having enough food and fiber reserves to meet emergency requirements 
now or in the future. 

Senator Ture. Might I make inquiry as to whether that report 
that the Secretary just referred to has a break-down by areas? 

Secretary Brannan. No. It was by years. 

Senator Ture. By years? 

Mr. Kruse. By years. 

Senator Ture. So you do not have it by either areas or States / 

Secretary Brannan. I think we have it by areas or by States 
Senator, but that would have made quite a voluminous table, so w 
did not break it down by areas. 

Senator Ture. Mr. Chairman, if I might be permitted to make this 
inquiry, unfortunately I was not able to be here this forenoon and 
part of the afternoon because we were continuing with the Armed 
Services Appropriations hearings, but I would like to make inquiry 
whether you have been furnished for the record the sale of storag: 
facilities that I raised as a question yesterday ¢ 

The CuarrMan. Not to my knowledge as yet. 

Secretary Brannan. No, sir, it is not ready yet. 

(See exhibit No. 90.) 

Senator Kem. I think Senator Aiken has a question. 

Senator Arken. I was going to ask, Mr. Secretary, did you have o 
casion to discharge an employee of the New York office by the name 
of Harvey E. Lamcke? 

Senator Munovr. Before you get on another case, do you mind if I 
ask one more question about this? 

Secretary Brannan. The name does not strike a familiar chord 

Senator Arken. He was an egg inspector of the New York offic: 

Mr. Unpernity. He was a poultry inspector, not in the PMA office 

Senator Arken. What office was he in? 

Secretary Brannan. What office was he in? 

Mr. Kruse. He was in the area poultry office. 

Secretary Brannan. He was in the area poultry office. 

Senator Arken. You did have occasion to discharge him? 

Secretary Brannan: I think the fact is that he was discharged. 

Senator Arken. Do you recall the reason for it ? 

Secretary Brannan. Can Gus answer it? 

Senator Arken. I will let him answer it. I want the informa- 
tion. 

The CuHamman. That is what I want, too. We could save a lot 
of time if we did that. Proceed. 
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Mr. Geisster. It was reported to us that he was discharged be- 
cause he had improperly or agreed to improperly grade some eggs. 
He was immediately suspended and the case is under investigation. 

Senator A1rxen. Was he later indicted ? 

Mr. Grissier. I could not say at this time. 

Senator Arken. I see. As a matter of fact, the case was that he 
was accepting, as I recall it, 10 cents a case for passing eggs without 
inspecting at all. 

Mr. Geisster. Something like that. 

Senator Arken. But strictly speaking, he was not Commodity 
Credit ? 

Mr. Getsster. No; he is under the inspection service. 

Senator Kem. An employee of the Department of Agriculture. 

Senator Arken. The Department of Agriculture, but not Com- 
modity Credit employee. 

Mr. Geisster. That is right. 

Senator Munpr. This information I take it will supply the answer 
to the question as to the extent of the conversion in that area. I will 
not go any further on that. 

May I inquire then whether it is still the policy of the Department 
in the Minneapolis area, in which Mr. James Cole is the director, 
not to recommend for criminal action cases of conversion if they are 
numerous’ That seemed to be what he was trying to imply in that 
letter. 

Secretary Brannan. Senator, I think my reply several times today 
to that has been that the letter to which you make reference is the 
expression of an opinion or even less than that, a preference by Jim 
Cole, as to the disposition of some of the farm conversion cases, that 
it was not a statement of policy of the Department, did not purport 
to be a statement of policy of the Department. 

Senator Munpr. I understand that it applied only to the Minne- 
a division, so I limited my question. Is that still the policy of 

e Minneapolis division ? 

“See retary Brannan. But, Senator Mundt, the phrase which follows 
the one to which you make reference also says that the regional 
attorney should use his own judgment. And in that very case on 
which that particular transaction, that particular individual man by 
the name of Moore, I think, was involved, the regional attorney did 
not follow the recommendation, did not follow the expression of 
preference. He did cause the man to be indicted. The man was 
indicted, I think prosecuted, and I think convicted. 

Senator Munpr. I was not inquiring into the disposition of any 
case nor questioning how it was done. What I am trying to find out 
was the policy now under Mr. Cole in that area about conversions, 
whether it is still as indicated in that phrase or whether he has any 
other policy which might be more in conformity with the over-all 
policy. 

Secretary Brannan. Our policy is to let Mr. Cole express his 
opinion about any case, but I think the policy of the Department 
in these kinds of matters is best expressed and implemented through 
the regional attorneys and the Solicitor of the Department and in no 
way does it coincide with the preference expressed by Mr. Cole. 
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Senator Kem. Do you know of the case of Carl G. Rausch, chief , 
the transportation division of the Kansas City Production and Ma, 
keting Administration ? 

Secretary BRANNAN. That was a considerable time ago, the Ray 
case, involved the purchase of some bags for the Army or bagge; 
grain for the Army. That took place back in about 1945 or 1946 
yes—I remember Rausch resigned eventually, did he not ? 

Mr. Geisster. Yes. 

Senator Kem. Do you recall, also, the case of his assistant, Willard 
D. McCabe? 

Secretary Brannan. They were both involved in the bag case; yes 

Senator Kem. In contract awards for grain bags to the Lone Sta 
Co. of Houston, Tex. ; is that not true ¢ 

Secretary BRANNAN. Yes, sir; that was one of those cases, Senato: 
where I do not think there was any criminality involved. Those ty 
men actually made a profit for the Government. They made it 
a result of what we must characterize unethical conduct, but if those 
fellows had been working for private business and had done that, 
they would have been considered very clever and very effective em 
ployees. They would have been in the same position as Mr. Griny 
was. 

Senator Kem. Did your investigation reveal that in contract awards 
for grain bags these two PMA employees showed official favoritis) 
by, first, informing Lone Star of competitors’ low bids ? 

Secretary Brannan. That is right. As a result, the Government 
got the lowest bid, got lower bids than they would have gotten othe: 
wise, but that is not an ethical thing to do, and we do not countenan 
it at all. 

Senator Kem. Lone Star got the bid. Second, they allowed Low 
Star to obtain contracts by meeting competitors’ low bids. 

Secretary BRANNAN. That is the same sentence and I hav 
answered it. 

Senator Kem. Third, by awarding one contract to Lone Star 
bid higher than other bids on file. 

Secretary Brannan. Well, I do not think that is correct, sir. 
think the matter of quality comes into play in that decision. 

Senator Kem. You deny that they awarded one contract to Lone 
Star at a price higher than other bids on file? 

Secretary BRANNAN. For the exact same type of item; yes. I thin! 
that is the way the record shows. Now, I do not know whether that 
has all been put in here before or not, but that is my recollection of 11 

Senator Kem. Fourth, in informing Lone Star of Commodity Cre: 
Corporation bag requirements in advance of making such informati 
available to other dealers? 

Secretary Brannan. I do not— I wish I did not have to ask you t 
repeat it, but I do not understand that question at all. 

Senator Kem. I asked you if the investigation revealed that thes 
two people, Carl G. Rausch and Willard D. McCabe, informed Lé 
Star of the bag requirements of Commodity Credit Corporation 
advance of making such information available to other dealers. 

Secretary Brannan. I do not know what the record is on that 

Senator Kem. Do you know whether the investigation revealed that 
they permitted material changes in contracts to Lone Star to the 
apparent advantage of that firm? 
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Secretary Brannan. To the apparent advantage of the Government. 

senator Kem. And not of Lone Star! 

Secretary Brannan. Well, presumably to the disadvantage of the 
other bidders. 

Senator Kem. But not to the advantage of Lone Star ‘ 

Secretary BrannaAN. Presumably, Lone Star would not have taken 
tif it had not been to their advantage. 

Senator Kem. Then the contracts given them were to the advantage 
of Lone Star. Did the investigation disclose that gratuities such as 
binoculars and clocks were received by Rausch and McCabe from the 
Lone Star Co. ¢ 

Secretary Brannan. | think that is the record. 

Senator Kem. As the result of this investigation, what disciplinary 
action was taken with reference to Rause h and McCabe? 

Secretary Brannan. Rausch and McCabe were removed from pro- 
curement responsibility and put in other positions, 

Senator Kem. The precise disciplinary action taken was that they 
were suspended for 1 month without pay; is that not correct ¢ 

Secretary Brannan. Well, that is a little more severe than I re- 
membered it to be, but 1 think that is right. 

Senator Kem. And after this sus pe nsion both Rausch and McCabe 
were returned to their jobs in the PMA; is that correct ‘ 

Secretary Brannan. No, no; to other jobs. 

Senator Kem. Other fobs ¢ 

Secretary Brannan. Yes, they were. 

Senator Kem. In the PMA‘? 

Secretary Brannan. Yes, 1 think in the PMA office. 

Senator Kem. Now, was anything further announced with refer 
ence to these two officials until March of this year ¢ 

Secretary Brannan. Well, this matter was carefully gone into by 

e House committee, the Subcommittee on Appropriations, and as 
the result of the expression of the attitude of the members of that 
ommittee we reopened the cases, and I think they either resigned 
or were removed. 

Senator Kem. They resigned. 

Secretary Brannan. Rausch resigned, and McCabe, we preferred 

arges against McCabe. 

Senator Kem. The charge was accepting gratuities from business 
firms; is that correct ¢ 

Secretary Brannan. I would assume that is right. 

Senator Kem. What was done with those charges ¢ 

Secretary Brannan. They are in process of being heard and dis- 
posed of through the civil-service processes. 

Senator Kem. Have you any comment to make on the fact that 
ifter the facts in regard to this thing were fully investigated and 
were fully known, Rausch and McCabe were returned to jobs in the 
PMA? 

Secretary Brannan. No. They have not been returned since they 
resigned, and were— 

Senator Kem. No, no—before that. They were suspended for 30 
lays. Then they were both returned to their jobs. Have you any 
omment to make on that? 

Secretary Brannan. Well, Senator, we went over that twice al- 
ready in the last 2 minutes. I said that. 
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Senator Kem. Well, have you any comment to make on it? 

Secretary Brannan. It is fact, that is all. What comment cou 
you make about a fact ? 

Senator Kem. Do you have any justification to make for the 1» 
employment of men charged with acts of that character? 

Secretary Brannan. Well, it was an exercise of discretion at that 
time. 

Senator Kem. You now regard it as a sound discretion, do you? 

Secretary Brannan. Well, now, we just had one flare-up from the 
man under whose jurisdiction that judgment was made, and I do 
not think—I would rather not get into another with him. You re- 
member, this was before my time as Secretary of Agriculture. 

Senator Kem. Well, men were employed March 23 of this year, 
long after, or some time after this committee began to sit and carry 
out its investigations. That surely was during your incumbency. 

Secretary Brannan. You are talking about the restoration to duty / 
That was a long time ago. 

Senator Kem. I am talking about their continuance in their jobs 
when the facts of their derelictions were known. 

Secretary Brannan. The facts of their derelictions were brought 
up for reexamination by the House committee back in January or 
February, and on the basis of the expression of attitude by the House 
committee we indicated to them’ that we would prefer charges. One 
man resigned. We preferred charges against the other. 

Senator Kem. Were you in accord with the observations that are 
made by the subcommittee of the Committee on Appropriations of 
the House on that matter? 

Secretary Brannan. We adopted them. 

Senator Kem. Just to refresh your recollection, I will ask you if 
these were the observations made by the House committee? 

Secretary Brannan. Are you reading from the record ? 

Senator Kem. Yes. 

Secretary Brannan. All right. I admit the record. 

Senator Kem. I would like to read it. 

Secretary Brannan. I admit that is the record. 

Senator Kem. I will read the record here: 

While the value of the gifts involved in this case were not substantial, the 
testimony presented during the hearings indicates that the offenses were a viola- 
tion of the regulations of the Department and would warrant a review by the 
Justice Department for possible violations of criminal law. While at one place 
the loss to the Government appears to be $12,500, at another, $50,000, due to these 
acts. It is hard for the members of the subcommittee to believe that the Lone 
Star Co. got this special consideration for nothing. 

The Cuatrman. Were you through with that case? 

Senator Kem. I am through with that Rausch case. 

The Cuarmman. Have you much more? 

Senator Kem. I have another line of investigation. I would be 
glad to take that up in the morning, though. 

The Cuarmman. Could you tell me about how long it will take! 
He has asked me. 

Senator Kem. I should be able to finish in half a day after today. 

The Cuarrmman. Allright. It is now almost 5 o’clock. Do you want 
to start in a new line, Senator Mundt? 
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Senator Munpr. I want to ask for some information. He can sup- 
ply it overnight. Our record is pretty voluminous now, and I see no 
reason to burden it, but this statement that you just handed does 
not answer the question I had. 

My question was about the number of cases, that is, of conversion 
in our area. This is not broken down into areas at all. It does not 
in any Way answer my question. 

Secretary Brannan. Define the area by the number of States, by 
the particular States, and we will do our best to get it. 

Senator Munpr. All I want is information so that I can answer 
letters on my desk which grew out of the statement by Mr. James 
Cole, director of the Minneapolis commodity office. 

Secretary Brannan. You want them for South Dakota? 

Senator Munpr (reading) : 


' 

There are so many cases of conversion of mortgaged collateral in our area 
that we feel it not only impractical but actually damaging to the farm program 
to bring criminal action in every case of known conversion— 
is the statement. My letters, of course, come from South Dakota, 
but as long as he has said in his statement our area, I would like to 
have it broken down by States in that area, because there are two 
kinds of letters on my desk. One is from farmers who say that it is 
not so, our farmers are honest, and the others are saying, I guess that 
is so, and they are not prosecnting them. I do not know what the facts 
are. I am simply quoting Mr. Cole, who has raised the question. 

I want the information. 

The Cuarrman. Could you furnish that information ? 

Secretary Brannan. We will break it down. 

Senator Munpr. There is no need to put it in the record, then, be- 
cause it does not answer the question. 

Secretary Brannan. We would like to have it in the record. 

Senator Kem. I would like to have a few minutes to complete this 
branch of the case, and then tomorrow I will start in anew. 

The Cuarrman. How long will it require? We have been here 
quite a while. Proceed. 

Secretary Brannan. You will reserve time enough for me to talk 
with Senator Aiken about the charges of yesterday ¢ 

The Cuarman. How long will that take? 

Secretary Brannan. It will not take 5 minutes, so far as I am 
concerned. 

Senator Arken. You mean now? I have about 15 minutes on that. 

The Cuarman. Is it something that you want to put in the record, 
Mr. Secretary ? 

Secretary Brannan. Yes; although I do not think it is pertinent to 
the proceedings. 

The Cuarrman. It would be just as well to do that tomorrow morn- 
ing, the first thing, would it not ? 

Secretary Brannan. I was prepared to do it this morning and we 
postponed it. And in the interest of trying to get the proceedings to 
a conclusion, I would rather put it in now, so that the news can kind 
of catch up with yesterday’s news, so to speak. 

Senator Arken. You mean you have released something on it? 

Secretary BRanNAN. No, Senator. I would like to. 
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The Cuatrman. Senator Kem, you say it will take you about 5 
minutes ? 

Senator Kem. I am perfectly willing to adjourn now and proceed 
tomorrow, so far as I am concerned. 

The CHarrman. Proceed. 

Senator Arken. I want it understood that if we proceed that we 
have time enough to conclude. 

Senator Kem. It seems to me that it would take quite a long time 
to get into that matter. 

Senator Arken. It will not take me long to find what I am looking 
for. 

The Cuairman. Just a moment. I would like to recess at 5 o'clock. 

Secretary Brannan. Yesterday Senator Aiken made two state 
ments which I do not think are borne out by the facts, and I would 
like to submit ‘without even a statement on the first point the per 
tinent parts of the record, as I see them. 

Senator Aiken. Mr. Chairman, I asked for a complete investigation 
of the matter. I did not ask for a 5-minute explanation by the 
Secretary. I asked to have the staff go into that, and I want to fur- 
nish them the material which will bring in the proof of what I said 
yesterday. I certainly am not agreeing to the Secretary speaking for 
10 minutes now, and then recessing this committee meeting. 

Secretary Brannan. That is what happened to me yesterday, was it 
not ¢ 

Senator Arken. Oh, no; you have had 2 days. 

Secretary Brannan. No, we went off to the subject of the com 
mittee. 

Senator Arken. There is still time ahead. I am sure you will 
have plenty of time. I asked for a complete investigation of this 
deal which was put over in 1948, feeling that it was the best way 
to stop it recurring in 1952. It was to show what happened in 
1948. 

Secretary Brannan. All right, Senator. 

Senator Arken. But here we have a staff and I anticipate that 
we might have a couple of days’ hearings on it, and that the staff 
will want a few days to study that. 

Secretary Brannan. Well, then, can I give to you now for the 
edification of the staff some of the facts and information ? 

Senator Arken. Yes, certainly. 

Secretary Brannan. And you will have no objection to our releas 
ing it to the press at this time, which we could do anyhow? 

The Cuarmman. Do it. 

Secretary Brannan. Which we could do anyhow. 

The Cuatrman. The committee will stand in recess—— 

Senator Kem. Before we recess, could I ask the Secretary if he 
will bring here tomorrow the information upon which he based his 
statement as to my voting record ? 

Secretary Brannan. Senator, I cannot be here, and prepare that 
kind of material at the same time. I will bring it as fast as I can. 
I did bring the basis for my statement that you had prevented my 
coming to the committee, before the committee. 
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Senator Kem. You must have had the material at hand when you 
made the statement. 

The Cuamman. The committee is still in session. 

Senator Kem. You must have had the information in hand. You 
would not have made the statement without the information, would 
you! 

" Secretary Brannan. No, but I want to arrange it as you had ar 
ranged your material, and it will take some time. It took you— 

Senator Kem. You won't have it tomorrow ¢ 

Secretary Brannan. No. 

The CHairnmMan. The committee stands in recess. 

Senator Aiken. In view of the fact that the Secretary has made 
a release—it is all over the place—of what he said he was going 
to say 

The CuarrmMan. That is his privilege. 

Senator Arken. That is his privilege, but 1 certainly shall insist 
now on going right straight through with what I insisted on yes 
terday. 

I am not going to let 10,000,000 farmers take a loss again, if I can 
help it. 

The Cuatrman. The committee will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 5 p. m., the committee recessed to reconvene at 
ld a.m., Friday, May 23, 1952.) 
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INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


FRIDAY, MAY 23, 1952 


Unrrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:15 a. m. in 
room 324, Senate Office Building, Senator Allen J. Ellender (chair- 
man) presiding. 

Present: Senators Ellender, Aiken, Young, Kem, Hickenlooper, 
Mundt. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The Cuarrman. The committee will be in order. 

All right, Senator Kem. 


TESTIMONY OF HON. CHARLES F. BRANNAN, SECRETARY OF AGRI- 
CULTURE; ACCOMPANIED BY GUS F. GEISSLER, ADMINISTRATOR, 
PMA; ELMER F. KRUSE, ASSISTANT ADMINISTRATOR FOR COM- 
MODITY OPERATIONS, PMA; AND EDWARD M. SHULMAN, 
DEPUTY SOLICITOR, UNITED STATES DEPARTMENT OF AGRI- 
CULTURE—Resumed 


Secretary Brannan. Mr. Chairman, may I just interrupt to say 
that Senator Thye asked for figures with ee to the sale of bins, 


and we now have that information. I should like to make the in- 
formation available for Senator Thye through the committee or di- 
rectly or for the record. I have it here in the form of a table with 
an explanatory letter dated January 31, 1949, addressed to Senator 
Williams, when he went into this subject and, also, I should like to 
put along with it a directive from the head of the Grain Branch dated 
September 26, 1949, to the chairmen of State committees. 
he CuarrMan. It will be placed in the record at this point. I will 
ask that the clerk notify Senator Thye and give him a copy of this. 
(The letters dated September 26, 1949, and January 31, 1949, to- 
gether with the table, are as follows:) 


DX HIBIT No. 90 


SEPTEMBER 26, 1949 
To: Chairman, Iowa State PMA Committee—Grain Branch. 
From: Director Leroy K. Smith. 
Subject: Delegation of Authority to Approve Transactions Under Amendment 1 
to Docket C 149a. 


This will acknowledge your memorandum dated September 14, 1949, request- 
ing a copy of Docket C 149a, Policy for Sale of CCC Bins and Equipment and 
Maintenance of Permanent Bin Sites. 
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Docket C 149a established the policy for selling CCC bins and equipment and 
maintaining permanent bin sites in certain States. Permanent bin sites were 
to be retained as follows: 10,000 bins in lowa, 6,750 in Illinois, 2,117 in Minne 
sota, and 117 in Indiana. ‘The rates at which the remaining bins were to be 
sold were provided in this docket. Such excess bins have been sold, bringing 
the number of CCC-owned bins within the numbers specified above as contained 
in Docket C 149a. This docket was approved by the Secretary on February 
13, 1948. 

Amendment 1 to Docket C 149a approved by the Secretary December 13, 1948 
provides for the disposition and removal from CCC inventory of equipment or 
materials acquired under the grain bin program which had worn out or «dé 
teriorated to the extent that they could not be sold, and for the removal from 
the CCC inventory of equipment and materials which have been lost, stole 
or destroyed. ‘The amendment also provides for the disposal of bins only when 
no bin sites are available or when the bins have been damaged or have deteri 
orated to the extent that they are no longer suitable for the storage of grain. 
Provisions of this amendment were contained in Grain Memorandum 104, Genera 
32, dated January 13, 1949, copy of which is attached 

Under delegation of authority, Administrative No. 157, dated February 13s, 
1948, the Director of the Grain Branch was authorized and directed to carr 
out the provisions of Docket C 149a. This authority was in turn delegated 
to the chairmen or acting chairmen of the various State PMA committees in my 
memorandum dated August 24, 1949, and made retroactive to July 15, 1948 
Copies of both delegations of authority are forwarded herewith 

I trust that the above explanation will satisfy you as to the detail involved 
in the delegation of authority under this docket. Copies of CCC dockets are 
not made available to State offices, but are interpreted in the Grain Memorandum 
Series and in program bulletins. 


PRODUCTION AND MARKETING ADMINISTRATION, 
January 31, 1949 
Hon. JoHN J. WILLIAMS, 
United States Senate. 

Dear Senator WILLIAMS: Reference is made to your letters of January 26, 
1949, to Mr. John E. Tripp, in which you request information concerning grain 
bins. 

Enclosed is a schedule showing the approximate number of bins sold during 
the periods referred to in your letter. 

No bins have been purchased since 1942. It is practically impossible to esti 
mate the cost of replacing the bins which have been sold, due to the fact that 
materials are not readily available, and it is doubtful that contractors would bid 
firm prices for that quantity of bins. Some steel bins are selling at retail for 
about 30 cents per bushel, depending on the location. Wooden bins cost from 
two to three times the cost of bins purchased by the Corporation in 1942, depend 
ing on the type of structure. 

I am not enclosing the statement requested in your second letter because of 
a current policy under which information submitted with dockets to the Board 
of Directors of Commodity Credit Corporation is considered confidential unless 
released by the Board. I shall discuss your request with the Board and, if it 
approves, I will forward the information to you. 

S neerely yours, 
Rauceu S. Trias. President 
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OF CCC 


Schedule of sales of steel and wooden bins 


STEEL BINS 


Number 


Period sold sold 


From purchase dates to July 1, 
J@ly 1, 1946 to July 1, 1947 
July 1, 1947 to May 31, 1948 
May 31, 1948 to July 31, 1948 
July 31, 1948 to Sept. 30, 1948 
Sept. 30, 1948 to Nov. 30, 1948 
Nov. 30, 1948 to Dec. 31, 1948 


146. 


Total 


On hand Dec. 31, 1948 


WOODEN 


From purchase dates to July 
July 1, 1943 to July 1, 1944 
July 1, 1944 to July 1, 1645 
July 1, 1945 to July 1, 1946 
July 1, 1946 to July 1, 1947 
July 1, 1947 to July 1, 1948 


Potal. .. 
On hand July 1, 1948 


Capacity 
sold 


7, 947, 400 
, 830, 300 

925, 700 
2, 581, 000 
, 957, 200 
, 509, 900 

594, 300 


345, 800 
, 064, 200 


78, 957, 
7, O82, 
SAO), 

3, S48, 

, 056, 
418, 


156, 241, 
18, 


Estimated 
Sales price 


$4, 953, 688 
2, 379, 636 
1, 311, O84 
109, 720 
234, S64 
181, ISS 


11, 441, 496 


$9, 474, 876 
2, 049, 840 
2, 025, 600 
4,421, 760 

726, 720 
50, 160 


18, 748, 956 


The 6 wooden bins are still on hand and are being used for experimental projects 


2061 


Estimated 
cost 


$5, 562, 950. 40 
, 908, 708 
, 867. : 
7, 760 
, 891. 20 
0. 40 
7, 042. 80 


}, ISO 


(There is also set forth a schedule reflecting CCC-owned bin stor- 
age, Chicago commodity office area.) 


EXxuisit No. 90 


CCC-OWNED BIN SToRAG! 


A 


CHIcaco CoMMODITY OFFICE AREA 


Figures on CCC-owned bin site capacities and inventories were obtained for 


the following dates: 


June 30, 1950, September 30, 1951, and February 29, 1952. 


The analysis below covers locations in the States of Ohio, Indiana, Illinois, and 


Iowa. 


Tine 30, 1950 


Corn inventories in bin sites 
Total erected bin capacity 


Vacant space in erected bins 


91, 235 
Unerected t tilable at bir 7 


h space av 8, 607, 739 


Total available vacant 09, 843, 407 


668 | 


June 30, 1951 


Bushels 
197, 347, 423 
311, 488, 471 


114, 141, 048 
, 614, OS4 


120, 756, 082 


Sept. 30, 1951 


Rushels 
191, 814, 505 
313, 122, 174 


121, 


107, 669 
mp 


173, 000 


126, 480, 669 


Feb. 29, 1952 


Ru shels 
100, 105, 027 
316, 792, SSO 


126, 687, 853 
1, 454, 648 


128, 172, 501 
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An analysis of the Chicago commodity office’s total inventory of CCC-owne 
grain and where stored reflects: 


i Cc t a 

Total Bin-site lt ee — 1 

inventory | storage erminal ele 
‘ vator storage 


Buschels | Bushels Bushels 
June 30, 1950 ; *. ; 205, 726, 601 | 155, 190, 592 50, 536, Boo 
June 30, 1951 wi 247, 606, 861 197, 347, 423 50, 259, 438 
September 30, 1951 ‘ ol 243, 252, 735 191, 814, 505 51, 438, 23% 
February 29, 1952 nia ; 234, 199, 828 190, 105, 027 44, 094, st 


These tabulations indicate that on each date listed CCC had more than sufficien 
bin capacity for storage of all their corn inventory. 

The first tabulation indicates also that despite the fact that CCC had vacant 
space in erected bins on June 30, 1950, totaling 91,235,668 bushels the Chicas: 
office continued to purchase and erect bin storage to the point that as of February 
29, 1952, there was vacant space in erected bins of 126,687,853 bushels in excess 
of filled capacity and that there was an additional 1,484,648 bushels potentia 
storage capacity in unerected bins located on the bin sites. 

Senator Arken. Does that show, Mr. Secretary, for June and July, 
1,220 bins? 

Secretary Brannan. Yes. 

Senator Arken. And October 471? 

Secretary BRannan. Right. 

Senator Arken. October to November, 771; and December, 97—I 
am reading from the testimony which was given to the House about 
the Ist of April 1949. That is the same set of figures? 

Secretary Brannan. Approximately the same. They were not quite 
the same number, Senator. If you have observed that carefully, we 
had a breakdown as between steel and wooden bins, and I think you 
were reading at that moment the steel-bin figures. There were some 
additional wooden-bin figures, although they do not run up that late. 

Senator Arken, I see. 

Secretary Brannan. I should, also, like to remind the committee at 
this time of two factors. First of all, these bins under the instructions 
were sold to farmers, in other words, they did not go out of availability 
as grain storage facilities. They just passed into the ownership and 
possession of the farmer. 

The second point I would like to call your attention to is that until 
1948 and particularly during the earlier period there. was a very 
substantial materials shortage in this country as the result of the war 
on the one hand which made it difficult for farmers to secure the 
supplies with which to build grain storage of their own, and on the 
other hand, there was a very low quantity of grains on hand in Gov- 
ernment possession, as a result of which we had at that time little 
need for the grain-storage facilities. 

In short, what this transaction amounts to is a transfer of the 
storage facilities out of the direction and control of the Government 
to the farmers themselves at a time when the farmers’ need was greatet 
by far than it had been for a considerable period of time, and the 
need of the Government under the price-support program was the 
smallest that it had been for a considerable length of time. 

Senator Arken. For that reason you had no grain-storage bins o1 
facilities on order during 1948? 
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Secretary Brannan. Senator, I think that is right, until the act 
was amended. I do not think we placed substantial orders. 

Mr. Geissier. I do not think we placed any. 

Senator Arken. I am sure from your previous testimony that you 
had no orders of any kind on hand, placed on the Ist of July, at the 
time the permanent commodity credit charter bill was passed. 

The Cuarrman. Are there any further questions? 

Secretary Brannan. Senator, may I make some additional infor- 
mation available ? 

Senator Kem has asked our view of his voting record and our 
analysis of it. I regret to say that we have not got it this morning, 
but I hope to have it before the end of the day for you, Senator. 

Also, think there was some request, Senator, some indication that 
you would like me to cite the newspaper account upon which I based 
my assumption that you are opposing my presence before the com- 
mittee. 

Senator Kem. I did not refer specifically, Mr. Secretary, to any 
newspaper account. I asked you to tell us the information on which 
you had based that statement. 

Secretary Brannan. I said it was a newspaper account, and I have 
it here. I have no great desire to put it in the record, but I cer- 
tainly 

The Cuatreman. I hope that you will not engage in bantering. Let 
us try to get down to the facts, Mr. Secretary. 

Secretary Brannan. I certainly will. 

The Cuarrman, All right. 

Senator Kem. I think, Mr. Chairman, that it is highly desirable 
that we keep in mind what we are trying to do, which is to advance 
the interests of the American people and the American farmer, and I 
have tried 

The Cuarrman. That is what I was hopeful for. 

Senator Kem. I approach it from that point of view, and I regret 
exceedingly that the Secretary should have seen fit to criticize the 
committee and to make false and untrue statements about one of the 
members. Of course, when such statements are made there is nothing 
that that member of the committee can do but to defend himself. But 
as I have said to the Secretary, right from the start, I regret that sort 
of business and unless he continues to engage in it there will be no 
occasion for me to defend myself. 

Well now, Mr. Secretary, I believe yesterday you were saying 
toward the close of the day that when this memorandum from Daniel 
L. O’Connor came to your attention that you felt that it did not contain 
sufficient information to justify your making an investigation of 
Cowart, is that correct ? 

Secretary Brannan. That is right, sir. 

Senator Kem. Well, you knew at that time that an investigation 
of Mr. Cowart and his activities was being conducted by the Com- 
modity Credit Corporation officials, did you not ? 

Secretary Brannan. Iam not aware that there was. 

Senator Kem. I understood at that time that Mr. Trigg and some 
of his associates were looking into some of the activities of Mr. Cowart. 
You did not know anything about that? 

Secretary Brannan. No. 
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Senator Kem. If that is true? 

Secretary Brannan. I do not think that is reflected in the files. 

Senator Arken. Did you know that C. and I. did conduct an invest 
gation of Mr. Cowart during the year 1950 while this memorandw 
was in your possession ? 

Secretary Brannan. Senator, I did not know that there had bee: 
any questioning of Cowart’s conduct with reference to Baton Roug 
until the Cowart matter came up to me for consideration in conne 
tion with the bin claim case. 

The Cuarrman. Was that the first you knew about it 

Senator Arken. When did you first become suspicious of M1 
Cowart ¢ 

The Cnarrman. That is what I was going to ask. 

Secretary Brannan. The first time that I thought there was any 
thing of consequence at all about Cowart’s conduct was when I was 
notified of the apparent circumstances which related to his transa 
tion with a bin manufacturer. 

Senator Arken. Was that about April 1951? 

Secretary Brannan. No; that was— 

Senator Arken. You discharged him in August, I believe. 

Secretary Brannan. That was August. We moved immediately 
upon receiving the information. 

Senator Arxen. I believe there were some rumors on the Hill rela- 
ting to Cowart as early, I would say, as about the Ist of April of last 
year. 

Secretary Brannan. But to the best of my knowledge none of those, 
Senator, were reported to anyone in the Department of Agriculture. 

Senator Aiken. Then you did not know that Mr. Trigg had becom 
suspicious of Mr. Cowart and had an investigation made in 1950 ¢ 

Secretary Brannan. Senator, the files do not reflect that. I did not 
know it at the time, but the files reflect only when I think Mr. Kruse 
raised the point about Cowart’s apparent interest in the Baton Roug 
situation that Trigg asked the C. and I. people to take a look at it and 
he himself took a look at it by calling Cowart in and making inquiry 
of him. 

Senator Arken. That was in 1950, in the fall of 1950, I think, was it 
not / 

Secretary Brannan. Now, that is in the records. 

Senator Arken. Yes; I think. 

Secretary Brannan. Before the committee—the exact date does no’ 
come to my mind. 

Senator Arken. I think that was in the fall of 1950, but I suppos: 
there are a good many C. and I. investigations made that you are n 
aware of. 

Secretary Brannan. I am not aware of many until they develo 
something. 

Senator Arken. That is right. 

Secretary Brannan. Yes. I imagine—well, as we put before the 
committee here a day or two ago there are a number of C. and IL. 
vestigations of grain dealers yet. The precise names of them ani 
where, | do not know. 

The Cuatrman. Are there any further questions ? 
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Senator Arken. I think we ought to get it clear as to the period 
when there was, at least, a cursory investigation of Cowart’s activities. 

Secretary Brannan. October 1950, you say? 

Senator Kem. Mr. Secretary, at this time— 

Senator Arken. Then that was October 1950 that there was an in 
vestigation of Cowart’s activities ¢ 

Secretary Brannan. We are uting the word “investigation” there, 
is I understand it, very loosely. 

Senator Aiken. Not a formal one, you mean ¢ 

Secretary Brannan. All the C. and I folks did was go out and take 
in affidavit from an officer of the Baton Rouge company and an affi 
davit from Cowart, and the subject matter was, “Do you, Cowart, 
own an interest inthe Baton Rouge?” And the answer was, “No.” 

The Cuatmrman. Mr. Secretary, can you tell us from any records or 
from memory when it was that you first learned of any activity of Mr. 
Cowart’s that was unbecoming / 

Secretary Brannan. Just a very, very short time prior to August 
93, 1951. 

Senator Kem. Let us eliminate—— 

The Cuamman. If any investigation was carried on you say it 
might have been carried on by Mr. Trigg / 

Secretary Brannan. By Mr. Trige: ves. 

The Cnatrman. Who was the head 

Secretary Brannan. And to whom Cowart was directly responsible. 

The Cuarrman. As I understood your testimony yesterday, Mr. 
Cowart was under Mr. Trigg and he was some kind of an assistant 
to him ¢ 

Secretary Brannan. That is right, special assistant. 

Senator Kem. When did you say you first learned of any suspicious 
circumstances concerning Mr. Cowart’s activities ! 

Secretary Brannan. Prior to August, I mean just prior to his 
dismissal in August 1951. 

Senator Kem. Well, you received the Daniel L. O'Connor memo on 
or about July 3.1951: did vou not‘ 

Secretary Brannan. Yes. 

Senator Kem. Well, was not that a suspicious circumstance / 

Secretary Brannan. That in the light of the subsequent proven 
conduct by Mr. Cowart, it is anybody’s judgment as to whether or not 
you can call that creating a very serious suspicion. 

Senator Kem. Do you not admit-—-— 

Secretary Brannan. But in the light of the circumstance at that 
time it constituted nothing more than a letter to us to see that we prose- 
cuted the Fort Compress people diligently and aggressively and thor- 
oughly, and we did. 

Senator Kem. Well, there was a statement in that memorandum that 
Mr. Cowart had asked that if certain things were done that he would 
be able to deliver certain action: was there not ? 

The CHatrmMan. Get the original memorandum. That is not the 
way I interpreted it. Have you got the original ? 

Mr. Correr. Here is the memorandum. 

Mr. Secretary, when you produced the envelope and memorandum 
yesterday physically I did not notice the cover letter. Do you have 
that ¢ 
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Secretary Brannan. I do not have it with me. I think it is some- 


where in the file. is 
Mr. Correr. I have a copy of it and I would like to have it intro 


duced in the record. 
Senator Kem. Is that the original memorandum ? 
Mr. Correr. It is not the original. 
Senator Kem. Let us get the memorandum and see what it says. 
Mr. Correr. Here it is. 
The Cuarrman. That is an exact copy of it, Senator. 
(The letter referred to is as follows:) 


Exuisir No. 91 
JuNE 30, 1950. 


Personal and confidential. 
Mr. Westey McCune, 
Department of Agriculture, Washington D. C. 

Deak Mr. McCune: You will recall that during the pendency of the Port 
Compress Co. case, I talked to you about what I considered highly irregular 
conduct on the part of one of the officials of the Department of Agriculture. 

I have purposely withheld the attached memorandum pending the outcome of 
this matter as I did not want to prejudice it in any way. For your information, 
our firm withdrew as counsel and as attorney of record for the Port Compress 
Co. on June 26, 1950, and the appropriate officials of the Department were so 
advised. 

The attached memorandum is enclosed for your information and may be 
utilized in whatever manner you deem proper. 

Very truly yours, 
SHarp & O'Connor, 
By Dantex L. O'Connor. 


JUNE 9, 1950. 
Re: Port Compress Co. 

On Wednesday, June 7, 1950, conference was held by the officials of the 
Department of Agriculture, representatives of Port Compress Co., and J. E 
McDonald, commissioner of agriculture for the State of Texas. The conference 
was held at the request of Mr. McDonald. Its intended purpose was to formulate 
some interim arrangement for the operation of Port Compress facilities pend 
ing final determination on an administrative hearing set for June 28, 1950. It 
is estimated that the earliest date which these proceedings could terminate is 
next October. It is impossible, due to CCC and ECA policy, for Port Compress 
to reopen. Therefore, during this period approximately 350 employees of the 
Compress will be without work; a cotton compress and warehouse monopoly has 
been created at Corpus Christi, Tex., and Port Compress will suffer irreparable 
injury. The conference accomplished absolutely nothing. This conference was 
the initial appearance of Daniel L. O’Connor as attorney for Port Compress 

On Thursday, June 8, 1950, at approximately 5 p. m., a prominent attorney 
in Washington, whose name will not be divulged, contacted O’Connor with 
reference to Port Compress. He stated that he was acting at the request of a 
high official of the Department of Agriculture who was interested in knowing 
whether the officials of Port Compress were interested in leasing the facilities 
of Port Compress. This attorney advised O’Connor that the official of the 
Department of Agriculture had informed him as follows: 

1. That Port Compress should seriously consider abandoning its intention of 
proceeding with the hearing set for June 28, 1950. 

2. That the evidence against Port Compress is “cold” and efforts to overcome 
it will be futile. 

3. That the hearing will result only in revocation of Port Compress warehouse 
license regardless of the evidence introduced on its behalf, and that there is no 
chance of reinstatement after hearing. 
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4. That the hearing will divulge evidence which will result in: 
(a) Considerable personal embarrasment to the principals. 
(b) Prosecution by the Department of Justice. 
(c) Prosecution by the Bureau of Internal Revenue. 

5. That if Port Compress is foolish enough to proceed they will be forced into 
receivership. 

To prevent public hearing and to forestall the repercussions outlined above, 
it was suggested that consideration be given to leasing the Port Compress facili- 
ties. Such action would result in immediate licensing of Port Compress and 
operation during the 1950 cotton season. 

A conference was arranged to meet the party that had asked this attorney to 
arrange a contact. 

At approximately 9 p. m., June 8, 1950, a person who identified himself as Jack 
Cowart called at room W-—928, Statler Hotel. Present were Frank W. Crook, 
A. C. Hoffpauir, and O’Connor. 

Cowart identified himself as Administrative Assistant to Ralph 8S. Trigg, Ad- 
ministrator, Production and Marketing Administration. The conference lasted 
2 hours, during which time Cowart made the following direct statements: 

1. That he did not recommend Port Compress going into a public hearing. 
When asked why, he stated that no good could come of it and that it would do 
more harm than good. Cowart wanted to know why Port Compress wanted to 
have such a hearing and suggested that it was best for all concerned that the 
hearing not proceed. 

2. That if a leasing arrangement can be worked out with him for Port Com- 
press facilities, he thought the hearing would be dropped. 

3. That the Department's evidence against Port Compress was conclusive and 
that it was impossible that such evidence could be overcome. He attributed his 
source of this information to one Tom Dawsey (phonetic), whom he identified 
as former head of PMA Compliance Division, Dallas office. 

4. That if there was a hearing, Port Compress would receive the same treat- 
ment as one Donagan (phonetic) who operated a warehouse at White Rock, 
Tex. Cowart stated that Donagan’s license had been revoked and that his case 
had been referred to the Department of Justice for criminal prosecution. He 
stated that the violations attributed to Port Compress were similar to those 
charged to Donagan. 

5. That Internal Revenue was investigating Port Compress, and that he had 
learned this in Dallas during a recent visit 

6. That he individually was interested in leasing Port Compress for a period 
of 1 year with an optional provision for an additional 4 or 5 years. 

7. That if a lease arrangement can be worked out, he can obtain the United 
States warehouse license immediately; that such license can be obtained within 
30 minutes after the agreement is signed; that he is so certain of that that he 
will put up a forfeiture; that he is willing to go ahead immediately on a leas- 
ing arrangement although he has practically no previous warehousing experience. 

8. That he overheard two men on a plane en route from Dallas tod Washington, 
D. C., on June 7, 1950, discussing Port Compress difficulties and believed they 
mentioned that minority stockholders were asking for receivership. The identity 
of these men was not known to him, and he did not make his interest in Port 
Compress known to them. 

9. That his financial backer would be one Tom Potter, of Dallas, Tex., who has a 
reputed wealth of $25,000,000. 

10. That he knew nothing of the Port Compress case and first learned of it 
about 3 to 5 weeks ago; that he has not seen the Port Compress file; that he 
does not know what previous discussions have been held on it, and is ignorant of 
what has heen going on. 

It should be noted that in October 1949 Congressman John Lyle, of Texas, 
one of the trustees of the Port Compress Co. was contacted by a representative 
of the Dallas office of PMA requesting that the trustees of Port Compress ap- 
point one Jack Cowart as its general manager. That if Cowart was appointed, 
all of Port Compress’ difficulties would be eliminated. This offer was rejected. 

In February 1950 Cowart met Edward C. Crook in Washington and inquired 
is to whether any progress had been made on the Port Compress case. 

DANIEL L. O'CONNOR. 
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Senator Arken. You would not say, would you, Mr. Secretary, 
that this O’Connor memorandum was the first complaint that had 
come to your office about Jack Cowart ? 

Secretary Brannan. Senator, to the best of my recollection it is 
the first complaint. 

Senator Arken. You mean the first one that had come to your 
attention ? 

Secretary Brannan. Come to my attention. 

Senator Arken. To your personal attention ? 

Secretary Brannan. Come to my personal attention. 

Senator Arken. You would not want to say that it was the first 
one that had come to your office ? 

Secretary Brannan. I would say that to the best of my knowledg: 
it is also the first one which has come to my office, if you are talking 
about the Secretary’s office. 

Senator Arken. That is right, I am in this case. 

Secretary Brannan. If you are talking about Mr. Trigg’s office, 
then, of course, he is the best witness on that point. 

Senator Kem. Here is the statement contained in this memorandum : 

Conference lasted 2 hours during which time Cowart made the following direct 
statements : * * * 2. That if a leasing arrangement can be worked out 
for him for Port Compress facilities he thought the hearing would be dropped 


Did you not regard that as a suspicious circumstance ¢ 

Secretary Brannan. No; I just thought that was 

Senator Kem. Just ordinary business ? 

Secretary Brannan. No; I thought it was a bunch of yakking be 


tween a few Texas people. That is all it seemed to me. 

Senator Kem. At this time or shortly prior to that time, Jack 
Cowart was moving in administration circles on the highest level, 
was he not ? 

Secretary Brannan. He was, to the best of my knowledge, perform 
ing functions assigned to him by Mr. Trigg. What he was doing 
outside of his functions for Mr. Trigg, I have no knowledge. 

Senator Kem. I noticed in the Washington Post this morning a1 
article by John W. Ball that says, on January 7, 1948, Cowart figured 
in the news as host to President Truman and other high Government 
officials. 

Were you at a party at the Capitol—were you present at that party ‘ 

Secretary Brannan. I think I was. I am not sure, but let us say 
1 was. 

Senator Kem. Were you at other parties at which Mr. Cowart 
figured as host ? 

Secretary Brannan. I do not believe that I have been. 

Senator Kem. But you were in company with President Truman at 
this particular party ? 

Secretary Brannan. I think so. I have been at lunches in the 
Speaker’s room at which the President was in attendance and many 
Members of the Senate and Congress were in attendance. On one or 
two occasions I think Cowart was. 

Senator Kem. The host? 

Secretary Brannan. Alleged to be the host at one of them, although 
I am not certain about that even, but I do not think he was the host 
at any of the others that I know of. 
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Senator Kem. Well now, Mr. Secretary, was your handling of the 
Dantiel L. O'Connor memorandum influenced at all by the fact that 
Mr. Cowart was moving in these high administration circles? 

Secretary Brannan. No, sir. And I think my conduct with refer- 
ence to Cowart in August is clear evidence that nothing but Cowart’s 
conduct and my appraisal of his conduct influenced any decision or 
any action I took with respect to Mr. Cowart or any other employee 
in the Department of Agriculture. 

Senator Kem. What the committee is interested in is why the lag 
between June 3, 1950, or July 3, 1950, and August 1951—how do you 
account for that time lag in your action in the matter / 

Secretary Brannan. Well, Senator, it is not a time lag. I per- 
sonally analyzed it completely and carefully and drew a conclusion 
with respect to it. I did not put it in the man’s personnel file and 
I would say that you, Senator, would not put that kind of a memo- 
randum in the man’s personnel file today. 

Now you have got to read an awful lot into that memorandum, 
more than I could read into it—and remember this again, here was 
a man who knew the criminal law of this country and knew it well, 
and if he had any suspicions about criminality on the part of this 
man he knew exactly where to go, because that is where he had pre- 
viously been employed. That is the basis upon which I reached my 
conclusion. 

Senator Kem. Did you send for Mr. O'Connor and make this sug- 
gestion to him? 

Secretary Brannan. Mr. Cotter here testified yesterday—I guess 
he is testifying in this proceeding—that McCune told O'Connor that. 
Now I do not know that he did or did not, but Cotter says that he did. 

Senator Kem. Did you know that information was being trans 
mitted to Mr. O'Connor ? 

Secretary Brannan. I cannot reconstruct the exact conversations 
] have with McCune. I talk with him an hour or two every day, but 
I suspect that McCune either told me or I suggested that he tell O’Con 
nor to proceed if he thought there was anything in it. 

Senator Kem. Mr. Frank Trigg was Mr. Cowart’s superior, was he 
not ¢ 

Secretary Brannan. Ralph Trigg. 

Senator Kem. Yes. Did you send for Mr. Trigg and alert him / 

Secretary Brannan. To the best of my knowledge I do not recall 
having mentioned this particular memorandum to Trigg, but I made 
very certain that the proceedings and I think by inquiry at the 
Solicitor’s office where the matter was then pending—I made very 
certain that the proceedings against the Port Compress Co. were going 
forward aggressively and thoroughly. 

Senator Kem. Yes. Well now, Mr. Chairman, I would like to in- 
quire along a different line. I would like to ask the Secretary about 
his responsibility in connection with food production in this country. 

A re you the Cabinet officer primarily responsible for food product ion 
in the United States ¢ 

Secretary Brannan. Well, Senator, I think the farmers of America 
are responsible for food production and are discharging their responsi- 
bility in an amazingly grand and effective way. I do not think any 
Government official is responsible for food production. We are re- 
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sponsible in the Department of Agriculture, as I understand it, for 
assisting farmers to do their job. ’ 

Senator Kem. So any responsibility in that connection that the Gov 
ernment has is in your hands; is that correct ¢ 

Secretary Brannan. Yes, sir. 

Senator Kem. Did the production goals you announced this year 

call for increased production of food grains? 

Secretary Brannan. Yes, sir. 

Senator Kem. Why were you anxious for additional food grains? 

Secretary Brannan. Because we have the largest animal popula- 
tion, beef-animal population in the history of this country, and we 
have a dangerously low stock of food grains in this country. We have 
a very heavy demand for feed grains among the free nations of th« 
world that if it were possible we ought to attempt to fulfill. 

The population of this country is increasing at the rate of 7,400 
people a day and there are many other reasons why, in my opinion, 
we must continue to increase the supply of food. 

On all scores we will have to continue the increase in production of 
foods from here on out. And while we are talking about it, Senator, 
let me just again remind you that there has never been a time when 
the demand for the increase of food has become as great a task for 
farmers as it is today. 

The increases we are asking farmers for, they are going to have to 
produce with about the same acres of land, or not to exceed 1 or 2 
percent more, and perhaps no increase immediately in the number of 
acres of land available for food production. They are going to have 
to do it with some less labor. There were 600,000 less people working 
in agriculture this year than last year, and over 5,000,000 less than 
were working in agriculture in 1940. 

Senator Kem. We will get to that. I was asking you why you were 
anxious to get additional feed grains, and I think you have answered 
that. 

As I understand it, you wanted to stimulate the production of addi- 
tional supplies of food, such as dairy productions, poultry and live- 
stock products for the consumer; is that right ? 

Secretary Brannan. That is Tight. And, Senator, let me add that 
our stocks now are—our feed stocks are down now to the place where 
they carry over-all approximately about 6 weeks’ supply. 

Senator Kem. Do you agree that by increasing the price for a par- 
ticular agricultural commodity that you will get increased production 
of that commodity, particularly if you do not encourage or increase 
the price of other commodities that would be produced from the same 
land ¢ 

Secretary Brannan. Price is an incentive to the production of all 
commodities, and I think it applies to agricultural commodities as 
well. 

Senator Kem. I take it that, conversely, if you decrease the price 
for any particular crop you would bring about a decreased production 
of that commodity ? 

Secretary Brannan. History does not tell us that. History tells us 
exactly the opposite. For example, in 1932 when the demand for 
commodities was at its lowest, when the price of commodities, farm 
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commodities, was at its lowest, we had the largest planted acreage in 
the history of this country, even larger than we had nos 7 

Senator Kem. Mr. Secretary, I failed to make myself clear. I asked 
if you did not agree that b yy decreasing the price for a seutle ih ar crop 
you would bring about decreased production of that commodity. 

Secretary Brannan. I do not agree; and, again, refer to the state- 
ment I just made. 

Senator Kem. Your contention is that reduction in price does not 
decrease the production under a free economic system ¢ 

Secretary Brannan. Of agricultural commodities. I am _ not 
talking about automobiles. 

Senator Kem. Farmers do not respond to the same economic urge 
that other producers do? 

Secretary Brannan. Well, now, I am not prepared to say that, 
but I am prepared to say that history tells us that when the price— 
when the unit price of the commodity went down the number of units 
increased, at least the number of planted acres increased. 

Senator Kem. How do you account for the fact that the farmer 
seems to be an exception to the general rule of economics, then—that 
a lower price invariably results in a lower production of a particular 
commodity ¢ 

Senator Arken. That statement—excuse me: go ahead. I was go- 
ing to say that that statement does not quite apply to the middle thir- 
ties, does it 

Secretary Brannan. Which one? 

Senator ArKEN. 1933, 1934, 1935, when we had low prices. I recall 
that we he ad peetty low Mma tae. too, in those years. 


Sen: itor fmneny Wouk l you not say that there is no rule that you 
can consistently adhere tof Some years, when prices have gone 
down, production has gone up, and this applies to different commodi- 
ties. Other years, when price goes down, production has not been 
up, either. 

Secretary Brannan. Well, now, you are talking about the early 
thirties ¢ 

Senator Arken. I am talking about the middle, 1933, 1934, and 
1935, when you had low price and low production at the same time. 

Secretary Brannan. Yes. Remember, we had through the proc- 
esses of the economy in the late 1920's and early thirties driven almost 
-all of the farmers to the edge of bankruptcy and so depleted their 
resources that production—— 

Senator Arken. There were a whole lot more then than there are 
now. 

Secretary Brannan. That is true, but then they did not have ma- 
chinery, they depended upon horse power. They did not have fer- 
tilizer. And also, Senator, you will remember we had the two worst 
droughts in our history in the middle thirties. That accounts for 
part of it. 

Senator Kem. Are you giving us a second Brannan plan, that the 
way to get increased production of any commodity is to knock down 
the price? 

Secretary Brannan. Mr. Chairman, I am trying to answer your 
questions as carefully and as intelligently as I know how. 
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Senator Kem. But you want the committee to understand that that 
is true, that if you want to get an increased production of a com- 
modity, if you reduce the price, that the production will be forth- 
coming ? 

Sec retary Brannan. I have not said that by any remote strete)) 
of the imagination, and I do not think anybody else in this room 
believes it but you. 

Senator Kem. I certainly do not believe it. I do not believe it. 
I think it is an astounding principle of economics. 

I ask you this question: I take it, then, that you agree, conversely, 
that by dec reasing prices for a particular crop you would bring about 
decreased production of that commodity ? 

Secretary Brannan. My answer is that history tells us that that | 
not a good axiom ora good basis for operation. 

Senator Kem. I am going one step further, and asking you if yo 
think that the way to increase production of a particular commodity 
is to knock down the price ? 

Secretary Brannan. No, sir. I have not so stated. 

Senator Kem. Will you explain the difference between your two 
answers ? 

Secretary Brannan. The increase in production of a commodity. 
an agricultural commodity, is achieved in many ways. Price is just 
one of the factors. The crop insurance, the availability of electri 
power, the availability of conservation technical assistance and in 
ducements, and all of the rest of the programs which the Congress 
has from time to time authorized, contribute to the increases i: 
production. 

The great and continually increasing availability of fertilizer, the 
availability of new and more effective insecticides, the availabilty of 
new and finer machinery, more efficient machinery, all of these things 
must be taken into calculation in an increase in measuring an increase 
in production. 

And just as you cannot take away machinery and influence the 
factor all by itself, or take away the insecticides all by itself, just so 
you cannot run the whole machine with this lever of price. They 
must all be taken into consideration. 

Senator Kem. Well, regardless, Mr. Secretary, of any economi 
theories you may hold as to the effect of price upon production, you 
would not be a party, would you, in your official capacity to any 
action that tended to hold down farm prices below a fair price to. 
the producer, that is, a parity price; would you? 

Secretary Brannan. Senator, I am sure that there is no one 
this country who is at all uncertain about my position about price 
support. I am for strong, effective price supports which give t) 
farmer an opportunity to earn not only the costs of his productio: 
but a fair and good return for them. 

Senator Kem. You want the farmer to get a fair price in the market 
place independently of price supports, do you not? 

Secretary Brannan. I want the farmer to get a fair price for the 
commodity by whatever efficient and effective devices are available 
to do the job. 

Senator Kem. I would assume, therefore, that you have not taken 
any action that would keep farmers from getting at least parity in 
the marketplace, have you? 
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Secretary Brannan. Well, now, Senator, there are some commodi- 
ties which we are not supporting at 90 percent of parity and there are 
adequate explanations for each one of them. If you ask about it com- 
modity by commodity, we will be here all next week, but we will give 
you the answers. 

Senator Kem. As the Cabinet officer responsible for food produc- 
tion, do you press for action inside the administration that will assure 
full reflection of parity prices to producers ? 

Secretary Brannan. I do not think anybody has worked stronger 
for the reflection of fair prices for agricultural producers than I have. 

Senator Kem. Well, you agree, then, that it is your peculiar re- 
sponsibility as Secretary of Agriculture to work diligently to see that 
the Federal Government does not take any action that will result 
in the producer getting less than parity prices ? 

Secretary Brannan. Well, Senator, let us use “fair price” because, 
you see, there is no commodity which is supported at its 100 percent 
of parity price. I assume when you are using the term “parity price” 
you mean 100 percent. If you are meaning anything other than 100 
percent, then you must put the figure in front of the word “parity.” 

Senator Kem. Is not parity price a price fixed by Congress as a 
fair price ? 

Secretary Brannan. No. I would say that parity price is the 
price which is reflected by a formula which measures the fair return 
to the farmer, based on the relationship between the cost of produc- 
tion and the selling price in the marketplace in an earlier historic 
period and the corresponding relationship between those commodi- 
ties today. 

Senator Kem. And if the producer is going to get less than the 
parity price, it is going to be as the result of the operation of factors 
in the market, rather than any Executive action taken by the Govern- 
ment: is that right ? 

Secretary Brannan. Oh, no. There are certain commodities which 
we are mandatorily required to support at 90 percent of parity. There 
are some other commodities which in our judgment should be sup- 
ported, the feed grains, for instance, in their feed value relationship 
to corn at 90 percent of parity. 

Senator Kem. As Secretary of Agriculture you are not going to 
stand idly by and see any branch of the Government beating down 
the price to the producer below parity, are you ? 

Secretary Brannan. I assumed we were going to get to this one. 

Senator Kem. Well, you must have felt guilty. 

Secretary Brannan. No; not at all. I just can anticipate this line 
of questioning. 

Senator Kem. You have every reason to anticipate it in view of your 
conduct, have you not? 

Secretary Brannan. No. I anticipated it as coming from one who 
is a proponent of the sliding scale, and I think that is what leads us 
into this. 

Senator Kem. What I am concerned about is not the sliding scale, 
but the sliding prices in our markets. 

Secretary Brannan. And is there any point at which we have not 
supported the price of a commodity which we were effectively author- 


ized to support ? 
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Senator Kem. Iam not asking about that. Iam asking you whether 
or not you have stood idly by and have seen any branch of Govern- 
ment taking action to beat down the price to the producer below 
parity. 

Secretary Brannan. As I understand it, the law would not permit 
any branch of the Government to beat the prices down below 90 per 
cent of parity. 

Senator Kem. If that occurred ¢ 

Secretary Brannan. Excuse me; may I amend it and say 100 per- 
cent of parity, instead of 90 percent. 

Senator Kem. Well, whatever the parity is. If you found any 
branch of the Government taking action that resulted in a lower price 
than that to the producer you would become immediately articulate, 
would you not ? 

Secretary Brannan. I assume that somebody would take them to 
court. 1 would not have to become articulate. 

Senator Kem. You would not do anything about it; is that right ? 

Secretary Brannan. We certainly would call it to the attention of 
the proper parties if we were aware of it. 

Senator Kem. So you feel that you do have responsibility in that 
respect ¢ 

Secretary Brannan. Well, that is a pretty ambiguous statement, 
but I feel we have responsibility to help farmers produce, and corre 
sponding responsibility to do what we can reasonably to assure a fair 
price for their commodity when it is ready for the market place. 

Senator Kem. To be more definite and specific, you feel that you 
have a responsibility to assist the farmers to hold the line on prices, 
do you not ¢ 

Secretary Brannan. Well, Senator, I do not know whether we ought 
to say that the See retary of Agriculture should or is responsible or 
has an obligation to attempt to keep a price of a commodity at, say, 
140 percent of parity today. 

Senator Kem. No, no; but at parity. I am asking you about parity. 

Secretary Brannan. No—well, now, I think if you are talking about 
100 percent of parity, then we must 

Senator Kem. I am talking about parity, whatever parity is. 

Secretary Brannan. You cannot talk about parity, Senator, with- 
out identifying it with a percentage number. 

Senator Kem. I am talking about whatever the parity price is fixed 
by law. I am asking you as to your responsibility of protecting it, 
or whether you feel that responsibility. 

You know, of course, 7 do, that the OPS denies it has any re- 
sponsibility for production, and its position is, its responsibility is 
wholly and exclusively to hold the line on prices. Is that correct ‘ 

Secretary Brannan. To stabilize prices. 

Senator Kem. That is correct. 

Secretary Brannan. That is as I understand the law. 

Senator Kem. They deny any responsibility for production. Now, 
when the OPS takes that attitude with reference to agriculture prod 
ucts what do you do—what is your reaction ¢ 

Secretary Brannan. Well, I do not know what action you are talk 
ing about now, sir. 

Senator Kem. I am asking you what your action, if any, is—what 
your reaction is to that position on the part of the OPS. 
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Secretary Brannan. What position / 

Senator Kem. The position that they have no responsibility for 
production, and all they have to do is to hold down the line on prices. 
' Secretary Brannan. Well, now, as to the first half, that they have 
no responsibility for production, I think that is quite clear in the law 
that they have no responsibility for production. 

As to the second part of it, I have never heard them state that. I do 
not think the law states that. 

Senator Kem. That it has the responsibility to hold down—hold 
the line on prices ¢ 

Secretary Brannan. I think it has the responsibility to stabilize 
prices. 

The CHatrman. Senator Kem, will you tell the committee what 
bearing that has on these hearings? 

Senator Kem. I think very much. We are investigating the opera- 
tions of the Commodity Credit. 

The CuHamman. The Commodity Credit Corporation. 

Senator Kem. And the Commodity Credit Corporation is stabiliz- 
ing the prices under the provisions of the law. If the result is a price 
below parity, as a result of the operations of the OPS, I think that the 
committee should interest itself in knowing exactly what the Secretary 
of Agriculture, as the representative of the American farmer, is doing 
in that connection. That is the purpose of this examination, Mr. 
Chairman, and I submit that it is relevant and pertinent to the pur- 
poses of this investigation. 

The Cuatrman. As I understand the resolution, I do not think it is 
pertinent. You may proceed. 

Senator Kem. When the OPS takes an action that has this result, 
do you appeal over the Price Stabilizer’s head to the Defense Mobiliza- 
tion Director ¢ 

Secretary Brannan. Those are terribly ambiguous and deceptive 
questions, Senator, but let me just keep on trying to answer here. 

The CuHarrmMan. May I read to my distinguished friend this: 

The resolution provides or gives the committee the authority, first— 
to make a full and complete study and investigation of all Commodity Credit 
Corporation activities relating to storage and processing, including particularly, 
but not to the exclusion of others, (@) the matters described in the Preliminary 
Report of Investigation, Alleged Irregularities in Connection with Warehousing 
Facilities, Grain Branch, Production and Marketing Administration, Depart- 
ment of Agriculture, Dallas, Tex. 

That is the General Accounting Office report. And— 

b) the storage of commodities by Commodity Credit Corporation at Camp 
Crowder, Mo., and, (2), all alleged dealings in the oil and gas interests by em- 
ployees of the Farm Credit Administration. The committee shall report its find- 
ngs together with its recommendations for such legislation as it may deem 
advisable to the Senate not later than June 30, 1952. 

If the Senator spreads around and goes into other phases, we might 
be able to render a report on June 30, 1960. 

So I wish the Senator would kindly confine his questioning to this 
resolution. I think he is going far afield. 

Senator Kem. Of course, the resolution that I introduceed—— 

The CHarrman. I understand that, but that resolution was not 
adopted by this committee. The resolution adopted by this commit- 
tee is the one that I have just read. 
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Senator Kem. It seems to me that what I am asking the Secretary 
has an intimate connection and association with the operations of the 
Commodity Credit Corporation. 

The CuarrmMan. But it has nothing to do with the activities of grai: 
storage and processing. If the Senator tells me that is what he 
leading up to, I will take his word for it. 

Senator Kem. I do not want to mislead the chairman. I will te! 
the chairman exactly—— 

The Cuarrman. I do not think you could mislead me, because I ¢ 
not see any connection in the questioning that the Senator is now 
asking with the resolution before us. 

Senator Kem. I will tell the chairman exactly what I have in mind 
and am leading up to. I have in mind bringing out the fact that due 
to the operations of the Office of Price Stabilization the price of ce: 
tain products is being fixed at prices that result in a price lower than 
the parity price to the producer; and I want to inquire from the Sec- 
retary just what he has done, in the first place, what he thinks about 
that situation, and, in the second place, exactly what he has done 
about it. I have in mind such commodities as soybeans and its de- 
rivative products, hogs and their derivative products, cottonseed meal 
and its derivative products. And it seems to me that it is something 
that is pertinent for an investigation by our committee. 

The Cuarrman. It may be under some other resolution, but the 
Senator is a good lawyer and I am going to ask him to kindly look 
over this resolution and ask him to point out to the membership of this 
committee any part of it that would permit him to proceed as he 
now proceeding. 

Senator Kem. I think that if the Chair wants to give that resolutio 
a technical interpretation, that the point is well taken. 

The Cruarrman. It is not technical. It is plain. 

Senator Kem. I would like to say this: that clearly this inquiry. 
this branch of the inquiry that I am now engaged in is within th: 
general purview of this committee any day that the Committee o1 
Agriculture, without a resolution, may do so. It can send for the 
Secretary of Agriculture and ask him the kind of questions I am 
asking him. 

The Cuarrman. I grant that. 

Senator Kem. I do not see what would be gained. We have him 
here, and T do not see what would be gained by saying we do not want 
to ask him that now and let him go back and then have him come back 
tomorrow and ask him those questions. 

The Cuarman. We can have him next week or the week after next 
on anything that is not connected with this resolution. 

Senator Kem. Exactly. And the chairman would agree with me 
that that is a pertinent and an important inquiry, would he not? 

The Cuarrman. It may be; but it does not pertain to the matter 
under investigation. That is the point I am trying to make to my 
good friend. 

Senator Kem. As a practical matter now that the Secretary is here, 
is there any objection to going ahead and asking him questions that 
are within the purview of the committee, although not perhaps withi! 
the technical language of this particular resolution? 
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The Cuatrman. Yes; there is an objection to it. I have been sit- 
ting here, Senator, as I have said many times, 6 or 7 weeks, and I have 
been trying to restrict the investigation to this resolution and nothing 
else. We can be here all this year if we want to take the entire De- 
partment, as the Senator first proposed to do, go more or less on a 
fishing expedition. There was nothing specific except, as the Sena- 
tor knows at the time, the Camp Crowder problem alleged to exist 
by Senator Williams. I have no objection, if the Senator desires at 
any time, or in the future, to have this committee meet and go into 
those matters that he is now trying to go into. I will cheerfully do 
it, but let us try to stick to the cloth and restrict our investigation to 
the matters outlined in that resolution so that we can get through 
with it. 

Senator Arken. While we do not want to go too far afield, I would 
say, Mr. Chairman, that any operations of the Department which 
necessitate changes in storage and processing programs would prob 
ably come within the scope of the resolution. If you go outside of that, 
probably they would not come within the scope. 

The CuarrMan. I am in agreement with my colleague. 

Senator Aiken. If the Department cooperated with the OPS to 
the extent that many other crops got in the position that potatoes are 
now in, we could well do away with our storage and processing pro- 
gram completely. 

I want to say this, to make this clear, Mr. Chairman, that I had no 
idea What Senator Kem’s line of questioning was to be this morning 
or what he wanted to take up. 

The Cuarrman. The Senator knows this: that when we had our 
preliminary meeting here in order to determine the scope of the resolu- 
tion, we had the Secretary as well as the General Accounting Office, Mr. 
Warren, and it was only after we. heard those two gentlemen that we 
then decided upon this resolution that we are now proceeding under, 
rather than the Kem resolution. 

Now, the Kem resolution as originally drafted, would have per- 
mitted us to go into every phase of the Department, into all of its 
activities, but the committee thought differently, and we felt that this 
resolution was intended to cover activities that were related to grain 
and storage, including particularly the General Accounting Office re- 
port that was filed with us after Senator Williams and Senator Kem 
made these charges on the Senate floor; I think it was Senator Wil- 
liams instead of Senator Kem. ‘They were made with respect to Mid- 
west and the War Assets. And that formed the basis of these hearings. 

And after the committee went into details we spent, as I remember, 
practically a whole day—after we heard Mr. Brannan and Mr. Warren. 
We agreed on this resolution, and I do not want to read it over again, 
but it strikes me that it is just as plain as print that our obligation here 
is to make a full and complete study of all Commodity Credit Corpora- 
tion activities relating to storage and processing, and these other two 
matters that I have just mentioned. 

Senator Kem. I did not notice that when Mr. Brannan was making 
many statements that—just a minute. 

The CHarrmMan. I understand. 

Senator Kem (continuing). Many statements that would not come 
within a technical application of that resolution that there was any 
objection—let me finish my question. 
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The Cuarrman. All right. 

Senator Kem (continuing). Any objection on the part of the chai: 
man. He has obviously—and the record will show—— 

The Cuatrman. So far as I am concerned, anything that the Se: 
ator—— 

Senator Kem. Just a minute. 

The CHarrMan (continuing). That the Secretary may 

Senator Kem. Let me complete my statement, if you will, please 
He has made many statements that do not come within a caleical a] 
application of that resolution. Now, it seems to me that we come on a 
important question, one that there should not be any delay in invest 
gating, and I move, Mr. Chairman, that the committee at this time 
proceed in addition to the provisions in the resolution to investigate 
what, if we can, if any, the operations of OPS has had in bringing 
about prices to producers of agricultural products lower than the 
parity prices. 

The Cuarmman. We will have to get a quorum of the committee. 

Senator Younea. I would like to comment on that, Mr. Chairman. 
If we go into the whole farm price structure—— 

The Cuatrman. We would be here all summer. 

Senator Youne. I think if we want to go into the whole farm-price 
situation we should investigate the State Department, as to why they 
are permitting now the importation of oats and beating down the 
price far below price-support levels. They have been doing the same 
thing for rye. Mr. Kline, of the Farm Bureau, of course does not 
think that the importation of oats affects the price of oats. I think 
we ought to investigate OPS. Personally, I think the best thing to 
do is to vote it out. I believe the Secretary of Agriculture general!) 
has been on the high side of price supports. 

The CuatrmMan. Well, this committee has gone on record as limit 
ing these hearings as per this resolution. And as far as I am per 
sonally concerned, if anything like that takes place, we will have to 
go back to the Senate for authority. We will have to get more 
money. We cannot use the money we appropriated here for any pur- 
pose other than to hear the Commodity Credit Corporation. The 
Senator knows that. 

Senator Kem. I think that point is well taken. 

The Cuarrman. Of course. 

Senator Kem. If the chairman wants to make it. 

The Cuareman. It is correct. I can assure the Senator from Mis 
souri that after we complete the hearings on this, if he desires to go 
ahead on any other phase of it, I will not object, if there is anything 
to it. 

Senator Kem. The chairman would agree that there is something 
to what I have been saying. 

The Cuamman. I do not know. I have not looked into that mat- 
ter. I do not know, but I do believe, as Senator Young has said, I 
know that I have received full cooperation from Mr. Brannan. Now, 
I want to say that Mr. Brannan and many other witnesses may have 
made statements that were not pertinent, but that did not apply to 
them alone, but to all others, and if the Senator directs me to, if he 
wishes, hereafter we will restrict all questioning to the resolution. I 
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would like to see it done that way, because if we do not we will be 
here until Christmas. 

Senator Arken. I wonder, inasmuch as there have been several 
matters brought in on both sides, which did not strictly come within 
the resolution 

The Cuamman. The purview—— 

Senator Aiken. The purview of the resolution, if we could not 
compromise by giving Secretary Brannan an opportunity right here, 
of making a request of him to state clearly and factually his attitude 
toward the OPS fixing ceilings on farm commodities at 100 percent, 
and take a few minutes and let it go at that. 

Senator Kem. If he does that, some pertinent cross-examination 
would be in order, I think. 

The Cuarrman. I do not want to be obstinate. I do not believe 

Senator Kem. I do not think the chairman is being obstinate. The 
request is made perfectly from a sound lawyerlike point, and if we 
want to conduct our proceedings that way, 1 cannot help but admit 
that the position is well taken, the point that you made, but as we 
said earlier today, what we are trying to do is to advance the cause of 
the American people and the American farmer, and anything that 
we can do toward that, bringing some light on this very important 
subject, this very important public question, which the chairman 
himself says he does not know about, it seems to me—— 

The Cuatrman. Of course, 1 know something about it. 

Senator Kem. But you do not know the answers. 

The Cuairman. I do know the conflict or some of the conflicts that 
have existed between OPS and the Department, but I do know that 
Mr. Brannan tried to assist in this farm program to the extent of his 
ability. 

Senator Kem. That is what I am asking about, the extent of his 
ability. 

The Cuarrman. I believe that the place to deliberate on that, the 
OPS business, would be before the Banking and Currency Commit- 
tee. I do not know whether they are holding hearings now or not, 
or if they are marking up that bill. That is why I declared some 
time ago, because of these past operations of OPS, that it is my idea 
to vote against the continuation of it. And I propose to stop it, that 
is, by voting against it for the extension of it. 

Senator Arken. If it continues as it has been going, we will not 
have to worry about storage and processing programs many years 
longer. 

The Cuarrman. Let us try to proceed under this resolution. Are 
there any further questions? 

Senator Kem. Mr. Brannan, by way of summary, I would like to 
ask you this, in view of the manner in which the Dallas PMA com- 
modity office, Cotton Branch, Grain Branch, Administrator’s Office, 
are being run, all of which are subordinate to you, in view of the ware- 
house shortages which have developed while Commodity Credit Cor- 
poration has had no inspection policy, inadequate financial investi- 
gations and bonding procedures and a lax enforcement policy— 
in view of all of the testimony that has been brought out here in these 
hearings, can you honestly say that your office has been well run / 
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Secretary Brannan. In my opinion, the employees of the Depart 
ment of Agriculture, the full-time employees, the county committees, 
and part time folks, who help do this job which is delegated to us by 
the ieee have done a remarkably fine job, and that everything 
that has been produced in this record so far serves to reiterate and 
prove just exactly that statement. I do not say to you that the people 
in the Department of Agriculture are infallible. Ido say to you that 
ever since Adam and Eve there have been errors and mistakes mack 
by human beings working in the Department of Agriculture is ob 
vious, and nobody should deny it, but the best way to test those kind 
of things, it seems to me, Senator, is percentagewise. Out of the vast 
number of employees, some 68,000 people working full time and 
another 100,000 people working part time in the Department of Agri 
culture this proceeding has again brought up the information already 
developed entirely by theDepartment, and in most cases, by othe: 
committees of Congress, that there are about 11 people who hav 
either committed a wrongful deed of the proportions of criminality or 
who have made errors in judgement, which we do not defend and 
which we thought warranted their dismissal. There have been ove: 
the period of the past 4 years 150 investigations and audits of the 
Department of Agriculture, more or less. Yet, Senator, all of these 
investigations have only shown this small number of people whose 
actions have been improper or deficient out of that vast number of 
employees. 

Let us remind ourselves of the story in one of the recent magazines 
to the effect that there are two embezzlements per day every working 
day in the banks of this country, and compare the conduct of the 
Federal employees of the Department of Agriculture with the con 
duct of those people who are supervised, investigated, scrutinized, 
and examined with detail for exceeding anything in the Department of 
Agriculture 

Senator Kem. The point is—— 

Secretary Brannan. Let me finish, Senator. 

Senator Kem. Let me ask you this: There is a vast difference in the 
way embezzlement in a bank is investigated and the way embezzle 
ment or conversion is treated by the Department of Agriculture ‘ 

meecretary BRANNAN. Not in the slightest. 

Senator Kem. Did you ever hear of any bank that did not pay any 
attention to embezzlements of funds, just went along month aft 
month, year after year ¢ 

Secretary BRANNAN. No, and we have dealt promptly with our peo 
ple who have been guilty. 

Senator Kem. The record doesn’t show that. 

Secretary Brannan. I say the record does. 

Let’s assume Mr. Cotter has been assigned to go out and make a1 
analysis, an analysis of the grand operations, the grand deeds that 
time after time, when there have been occasions when our people were 
approached to do something wrongful, and have turned it aside and 
performed their duty as they were supposed to do, had gone out to 
make an analysis of the hundreds of millions of decisions that are 
made every day, and only a very few of which have proven wrong. If 
he had been sent out to examine into the many hundreds of thousands 
of contra in which the Government was perfectly correct and 
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proper and only in a very few did even a sharp person like Mr. Grimes 
get around us. I think everybody in this room would be on their feet 
in a standing ovation to the Federal people who work in the Depart- 
ment of Agriculture and many other places in this Government. 

No, Senator; I do not represent to you that we are infallible by any 
stretch of the imagination, but I make two points to you: 

First of all, the number of venal people in the Department of Ag- 
riculture is remarkably small, remarkably small, particularly in the 
light of the investigations which have gone on and every effort made 
to turn up and spotlight and blow up the conduct of these people. 

The Cuatrman. Are you through with your answer? 

Secretary Brannan. Please, just this other thing. 

The second point is that every day in the Department there are 
thousands upon thousands of satisfactorily performed functions and 
finally, when we do apprehend one—and we have apprehended these 
in almost every instance, we have apprehended them ourselves and 
dealt with them ourselves—we have dealt with them in a manner 
which I think was entirely effective and peremptory and proper. 

No, I can’t agree that there is anything but a very fine record on 
the part of the Government employees that have been under examina- 
tion here. 

Senator Arken. The Secretary has made several references to 150 
investigations of the Department of Agriculture over a 2-year period. 

Secretary Brannan. Over a 4-year period. 

Senator Arken. That is a lot of investigations in any period. 

Secretary Brannan. It certainly is. 

Senator Arken. Could the Secretary break that down? I do not 
want anyone to get the impression that Congress made the 150 in- 
vestigations. 

Secretary Brannan. The 150 investigations we can break down in 
great detail, identify them each and every one. It is a rather volu- 
minous document, but we would be most pleased to put that in the 
record. 

Senator Arken. Tell us what agencies made them. 

Secretary Brannan. They are made generally by the General Ac- 
counting Office and by the committees of the Congress. The great 
bulk of them, Senator, have been made by the General Accounting 
Office, which Senator Kem has repeatedly pointed out is an exclusive 
arm of the Congress. 

Senator Arken. That is their full-time business. 

Secretary Brannan. Certainly it is their business, but they are 
not— 

Senator ArkeN. You do not call it an investigation, do you, when 
they are performing the checks and auditing that they are required 
to do by law? An investigation implies that the Department has 
done something very wrong. 

Do you mean that the General Accounting Office has been looking 
for something that has been done wrong? 

Secretary Brannan. Now, Senator, remember, there are two arms 
of the General Accounting Office. One is a straight audit group and 
the other is an investigation group. 

They usually work in teams, but sometimes they work separately. 
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Senator Arken. Why is that wrong when some of your men, I ly 
lieve, have testified that the Department investigators themselves hay 
made far more than that number of investigations? Why is it 
wrong for the General Accounting Office to do it? 

Secretary Brannan. I am not saying it is wrong for the General 
Accounting Office in any way, shape, or form. We cooperate with the 
General Accounting Office, and the reports which the General A. 
counting Office give us are very often quite helpful, as you are aware, 
Senator, we pay for—I mean, the Department of Agriculture pays 
for many of those. 

Senator Arken. Your own division of compliance and investigatio 
has found occasion to make hundreds of investigations over this 4-yea: 
period; is that right? 

Secretary Brannan. That is right. If you want to expand 150 i 
vestigations to somewhere in the neighborhood of four or five thou 
sand, that would make my case even that much better. 

Senator Arken. That is right, and they have cooperated, have the} 
not, with the General Accounting Office ¢ 

Secretary Brannan. Certainly. In other words 

Senator ArkeN. In many cases. 

Secretary Brannan. Of course, there is a difference. 

Senator Arken. Mr. Chairman, I simply did not want to leav: 
the impression that the Congress had investigated you 150 times, bh 
cause you know most people make quite a distinction between tlh: 
General Accounting Office and congressional committees. 

Secretary Brannan. Yes; and we do, too. 

The Cuairnman. Since that issue has been raised, in the last 4 years 
have you had any other investigations than the one now being con 
ducted and the one by the House ? 

Secretary Brannan. The one by the House—yes: there was a con 
mittee of which Senator Hoey was chairman, a subcommittee of an- 
other committee of the Congress, which made an investigation last 
year. There has been this committee, and there has been the House 
committee. 

Please don’t let me ever create the impression that we do not wel- 
come a fair and proper investigation. Wedo. I say to you we wel- 
come them if for no other reason than that we come out looking better 
each time, Senator. 

It makes us proud to be a Federal employee every time we have an 
investigation, and I am proud of the fact that I am a part of the 
Department of Agriculture notwithstanding that we had a Ja 
Cowart and notwithstanding we had a few other people of that kind, 
notwithstanding that from time to time other shortcomings are «: 
veloped around the Department. We are just human, that is all. 

Mr. Correr. Mr. Secretary, you mentioned a minute ago about you 
many investigations. Do you furnish, does your C. and I. furnish its 
reports to the investigation unit of the GAO upon request? 

Secretary Brannan. I think it is almost fair to say that with just 
one or two items, almost everything that the General Accounting 
Office puts in its reports to the Congress, that it put in its last severa| 
reports to the Congress, confined to them, was obtained on the basis 
of information in our own investigation report. 
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The first one we brought up here quoted several pages verbatim 
from our own reports, just lifted out and put in their report. 

Mr. Correr. Then it is the usual practice for the GAO office of 
investigation and your own office of investigation to cooperate and 
for your office of investigation to give any of its reports that the 
GAO office of investigation may want to them. 

Secretary Brannan. That is right; just as you have had, sir—just 
is you have had. We gave you the report—— 

Mr. Correr. The Walker case / 

Secretary Brannan. I personally gave you the Walker report, sir. 
You had the Walker report before it was entirely complete and before 
the Solicitor had an opportunity even to analyze it for me. 

Mr. Correr. Mr. Secretary, are you confusing the three statements 
you gave me with the 80-page investigation report which you refused 
to give me‘ 

Secretary Brannan. I am talking about—— 

Mr. Correr. Which you told me contained completely opinion and 
therefore I was not entitled to it? 

Secretary Brannan. We gave you the information—— 

Mr. Correr. You refused me the investigation report, did you not, 
Mr. Secretary ? 

Secretary Brannan. I refused you the conclusions. 

Mr. Correr. No, the investigation report. 

Secretary Brannan. We gave you the facts out of it. 

Mr. Correr. You gave me three statements. 

Secretary BRanNAN. Which were the facts out of it. 

Mr. Correr. Certain facts. 

Secretary Brannan. They were all the facts. Whose employee 
did you develop the entire case from ? 

Mr. Correr. Your witness. 

Secretary Brannan. And he was a very, very able man. 

Mr. Corrrr. Excellent witness. 

Secretary ‘Brannan. You bet your life he was. We furnished 
him, and I gave you the Baton Rouge case, 

Mr. Correr. That is right, sir. 

Secretary Brannan. And the only condition that we made was 
that you not interfere with the criminal prosecution which the Justice 
Department may or may not have under consideration. Certainly 
we have attempted to cooperate with you. 

[I just might point out—I do not know who the investigators are, 
but when my folks go home at night, the investigators move in and 
take apart our files, and I do not want to overburden the record with 
the Hudtloff thing, but I did not state half of the seriousness of the 
matter. 

The Cuarrmman. Can you furnish me as chairman, with the names 
of the investigators who did what you say they did? 

Secretary Brannan. Not those who came in at night, but the two 
men who were in Hudtloff’s office, one of them Mr. Cotter named 
yesterday was Bellino. 

The Cuatrrman. He is not one of our investigators. 

Mr. Correr. I suggest that you look into that matter further. 
There are quite a few facts here that you have not put in the record. 

Secretary Brannan. Let’s bring Hudtloff up here and you can 
go into it. 
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The Cuatrman. There is no use going into that. I will get it and 
I will make a —— investigation of it and report back here. 

Secretary Brannan. May I ask Mr. Hudtloff to come to you 
office ? 

The Cuamman. There is no use wrangling about that, but we 
not want an injustice done to any of these investigators. They have 
a job to perform. 

Senator Munpr. It is not fair to have Mr. Bellino accused of that 

The Cuarrman. I hope the committee will trust me to look into 
that. 

Senator Arxen. I do not like to get away from the purview of th. 
resolution. 

The Cuarrman. I do not either. 

Senator Arkxen. I think the investigators should have an equal 
chance to answer any charges that have been made against ther 
publicly. 

Senator Munpr. It is manifestly unfair to have Mr. Bellino accused 
of something and say let him come up to my office and acquit himself. 
I do not know what happened. but it does not seem to be good invest 
gative procedure or fair to Mr. Bellino to have him charged with 
this and not give him an opportunity to testify in his own behalf. 

The Cuatrman. The committee will decide in executive session 
what to do about it. 

Senator Kem. Why does it have to be in executive session? The 
charge has been made in public. 

The CuatrMan. I mean as to the procedure. If the Senators wil! 
trust me, let me look into the matter and I will report back in executive 
session and we can then decide what we want to do, whether we want 


to hold a public hearing on that. I do not want to do any of the 
investigators any injustice. 


Exnutsit 91—A 


AFFIDAVIT OF MARTIN J. Hupriorr Reearorne Contacts Witn INVESTIGATORS 
FOR THE SENATE COMMITTEE ON AGRICULTURE AND FORESTRY 


The undersigned, Martin J. Hudtloff, being duly sworn, deposes and says: 

In response to a request from Mr. Shaw, of the Senate committee's investiga 
tion staff, I went to room 13B of the Senate Office Building at 3 p.m. on March 18 
1952. Understanding that the investigators wanted fullest possible informatio: 
on storage operations, and desiring to cooperate in every way, I took with m« 
Mr. C. E. Raeder, Deputy Director of the Transportation and Warehousing 
Branch. 

We were interviewed first by Mr. Shaw and then by Mr. Cotter. The chief 
line of questioning was related to a “procedural order” or “communication’ 
which was reported to the investigators as having been prepared in the Trans 
portation and Warehousing Branch shortly before certain storage functions wer: 
transferred to commodity branches in 1951, but which was not actually issued 
The investigators were very vague in their description of this reported docume: 
and I could not identify it from their questions. Later that same afternoo: 
Mr. Bellino took over the questioning. He immediately insisted that Mr. Raeder 
leave the room, so that he could question me alone. So far as I knew then, « 
know now, I was not under any personal charges or under any personal invest 
gation as such, although I could have objected, but desiring to cooperate full) 
I did not. Mr. Raeder retired to another room. 

Mr. Bellino began his questions by repeating the demands of the other inves 
gators for the unidentified document, which apparently could not be described 
in even general terms. I was still unable to identify the document to which 
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Mr. Bellino referred and so informed him, asking for more information which 
might serve as a lead in our efforts to locate it. Mr. Bellino then turned to a 
different line of questioning and without any explanation of what was meant, 
asked me “what deals” I had been “mixed up in.” He said I had been “right in 
the middle” of the grain-shortage picture, stating or implying that I must have 
been involved personally. Mr. Bellino asked specifically what sort of “deal” I 
had with Jack Cowart When I protested that I was not involved in any “deals,” 
he repeatedly stated that I was withholding information from the Senate com 
mittee, and he frequently reminded me that I would ultimately be under oath 
before the committee and would have to tell the truth at that time. He com 
pleted his examination that day with various and largely unrelated questions 
about the organization of the Transportation and Warehousing Branch and my 
own personal duties as Director of the branch 

My next contact with members of the investigation staff was on April 28, 1952 
Mr. Bellino and Mr. Aud came to my office that morning with no appointment 
or advance notice. They again requested Mr. Raeder to leave the room and 
once more demanded the vaguely described and unidentified document to which 
they had referred on March 18. While I still could not identify the object of 
their questioning, I gave them a copy of a proposed procedure “Warehouse 
examination and approval for elevators and warehouses storing USDA (PMA) 
CCC-owned commodities under loan.” The proposed procedure had been prepared 
in tentative draft form shortly before certain storage functions were transferred 
out of the Transportation and Warehousing Branch: on July 1, 1951, but it was 
not officially submitted I thought this might be the document for which the 
investigators were asking. Apparently it was not, for they continued the e» 
amination on this point 

After some check on our office filing systems, Mr. Bellino demanded to see 
all the contents of the desk I use personally Although greatly surprised at this 
unusual procedure, in a desire to cooperate with the investigators, I did not 
resist their demand. I proceeded to open each drawer of my desk and to Place 
the contents on top of the desk. Mr. Bellino then personally examined each 
drawer to be sure that no papers had been overlooked. He and Mr. Aud then 
immediately seized all the papers, removed them to a table in my office, read 
them (including persona! letters to my son), and sorted the papers into two piles 
They returned one pile to me, and took the other with them—after permitting 
me to make a hasty listing of the papers which they were taking from my desk 
A copy of this listing is attached to this statement. 

By alternating when they went to lunch, the two investigators continued the 
examination of me and my papers until 5:30 that afternoon. 

rhe next morning, April 29, 1952, in view of the unusual events of the preced 
ing day, I discussed the matter personally with Mr. Geissler. He instructed me 
that if the investigators returned for further examination, I should inform 
them that there would be no further examination of our records until an under 
standing was reached as to the proper procedure to be followed. Mr. Bellino and 
Mr. Aud returned to my office that morning and I informed them of Mr. Geissler’s 
instructions. Mr. Bellino then conferred with Mr. Geissler, and after an un 
derstanding was reached, Mr. Bellino returned and asked to see the official files 
of my office. The two investigators removed files to a table in my office and 
reviewed them all day, taking certain papers with them at the end of the day. 

During their examination of files, Mr. Bellino asked about a locked file in 
my outer office. I explained that this was a security file, subject to very strict 
security regulations. Mr. Bellino demanded he right to examine it, and I 
isked him if he had the necessary security clearance to do so. He said he 
had, mentioning the fact that he had been a lieutenant colonel in the Air Corps 
My deputy and I felt that previous position did not constitute the necessary 
departmental clearance of the type required for access to this security file. Still 
trying to cooperate, however, we agreed to permit limited access to the file, if 
I personally supervised the inspection and withheld material of a definite security 
hature. This was done. The two investigators spent the entire day in my office, 
reviewing additional material from the files. They took some of it with them at 
the end of the day. 

During this period, my associates and I had been trying diligently to identify 
the document the investigators were apparently trying to find. We checked 
our memories and our records, in an effort to identify the material. We located 
two or three documents which we thought might possibly be the papers in ques 
tion, and on the morning of April 30 I called Mr. Bellino to tell him that we 
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would be glad to have him check these papers to see if they might include the 
document he wanted. He and Mr. Aud then came back to my office that mort 
ing and were given the material. When I asked if this was the document he was 
after, his reply was “possibly.” 

After some further questioning, principally about the organization of th: 
Transportation and Warehousing Branch and the transfer of certain functions 
from it to commodity branches in the summer of 1951, the investigators lef 
my office. 

Signed by affiant: 

Martin J. Huprrorr 


Subscribed and sworn to before me this 28th day of May 1952. 


[SEAL] EVELYN R. WARFIELD, 
Notary Public. 
My commission expires February 14, 1955. 


List OF MATERIAL TAKEN BY SENATE AGRICULTURE COMMITTEE INVESTIGATORS 


1. Memo. to Directors, PMAC Offices from Acting Assistant Administrat«, 
for Commodity Operations re: Transfer of program functions from the Atlanta 
PMAC office, dated January 15, 1952. 

2. Memo. to Knox T. Hutchinson, Assistant Secretary from Administrator re 
Discontinuance of Atlanta PMAC office and reassignment of States comprising 
areas under commodity officers at New Orleans, Chicago, New York, and Dallas 
(attention: Stanley P. Williams)—-approved by Hutchinson on January 10, 1952, 
but not signed by anyone from Administrator's office. 

3. Statement stating that Secretary of Agriculture is charged with admin 
istration of United States Warehouse Act of 1916. During recent years this 
Division has been under supervision of T. and W. Branch of PMA. This reg 
latosy body charzed with inspection and approval of all warehouses licensed 
under the act, etc. 

4. Statement stating the second example (of improper influence) concerns a 
proposed inspection program of cotton warehouses used for storage of CCU 
owned cotton, ete. 

5. Statement, page 10, stating “Presumably to assist the State and county 
committees in the discharge of their responsibility, the PMA, T. and W. Branc! 
created in June 1950 a Field Supervision Division, whose GS-13 and 14 field 
representatives were charged with conducting field inspections and advising 
various State and county committees regarding practices, policies, and procedures 
re operation of CCC bin sites.” 

6. Statement, page 18: In the opinion of the staff, one of the most significant 
reasons for unsatisfactory conditions observed was stated by a veteran depart 
mental employee, who said, “The T. and W. Branch is filled with incompetent 
personne! with no prior experience in the transportation and warehousing field 
listed examples. 

7. “Statement with respect to decentralization of the cotton warehouse exami 
nations program.” 

8. Letter dated June 21, 1951, to Mr. Mare Anthony, president, Farmers and 
Merchants Compress and Warehouse Co., Cotton Exchange Building, Dallas 
Tex., from Mr. Hudtloff (unsigned) re: application for a certificate of necessity 
covering proposed cotton warehouse at Lorenzo, Tex. Notation at bottom of 
page “Called Anthony by phone. Remind function transferred to Cotton Branch 
Case also transferred there. 

9. Folder with memo, dated February 7, 1951 to Mr. L. B. Taylor fron 
William J. Howard re: Responsibility for materials and facilities requirements 
for cold storage warehouses. 

10. Looks like a proposed instruction. Action by: PMA Commodity Offices 
and PMA State Offices entitled “Warehouse Examination and Approval for 
Elevators and Warehouses storing USDA (PMA) CCC Owned Commodities and 
Commodities Under Loan”—for signature of Assistant Administrator for Com 
modity Operations—26 pages—undated. 

1. Memo to Roy W. Lennartson from MJH re Inspections of Nonlicensed War« 
houses by United States Warehouse Act examiners. Prepared by Mr. Yohe 
February 3, 1952. Not signed. 

2. List showing personnel and jobs of T. and W. Branch. 

3. To MJH from Soleau re Responsibilities of staff assistants, dated Novem 
ber 15, 1951. 
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4. Yellow Note to MJH from Clifford, August 30, 1949, attaching draft of 
proposed policy statement on the use of surplus facilities. 

5. Memo to MJH from G. M. Jones of New Orleans, November 13, 1951, re 
Conference notes on proposal for storage of cotton in Baton Rouge Warehouse. 

6. Memo to MJH from Jesse B. Gilmer, December 13, 1946, re Responsibility 
for direction and coordination of shipping activities. 

7. Memo to Warehousemen from Biggs, November 14, 1949, re policy of CCC 
to inspect all warehouses before entering into contracts to store cotton. At- 
tached to this: 

8. PMA issuance re: Establishment of transportation and storage branch. 

9. CC Kruse from Biggs (undated), re circular letter listed as No. 7 above. 

10. Memo to MJH from Yohe, November 17, 1949, re PMA Commodity office 
relationships. 

11. Recommendations under United States Warehouse Act. 

12. Policy with respect to storage and care of commodities acquired under 
CCC price support program. 

13. 14 WA KC February 12, 1952, re examination of Imperial Warehouse. 

14. Draft to MJH from Levi re comments on attached proposed memo on 
Review of Audit Reports. 

15. Attached to No. 14 above: Memo to Levi, Soleau, Yohe, Hudson, Bowling, 
Mac’Kie from MJH (Idol) re Review of Audit Reports. Not signed—not dated. 

16. CC Memo Biggs from MJH (BSSoleau) December 12, 1949, re Suspensions 
of Warehousemen. 

17. CC TT White, Dallas from MJH, re bonding requirements cottonseed 
warehouses. 

18s. CC Memo Trigg from MJH, December 20, 1949, re: Henderson Bonded 
Storage Warehouse, Henderson, N. C., and J. 8S. Howell Warehouse, Louisburg, 
N. C. 

19. CC Memo MJH from Kruse, Manager, CCC, September 22, 1949, re: Dele- 
gation of authority under Docket QCE-144a. 

20. CC of procedure on Establishment of the T. and W. Branch. 

21. CC Memo to MJH from Biggs, September 27, 1949, re: Conference with 
Frank Hancock on September 29, 1949. 

22. CC letr to Harold K. Osgood, Director, Warehousing and Storage Division, 
DTA, from MJH, re: Estimated 1952 storage requirements for frozen eggs, 
poultry, butter, fluid cream, and plastic cream. Dated April 28, 1952. 


Exutrbir 91-B 
Aprit 30, 1952. 
Memorandum to: Paul J. Cotter, Chief Counsel. 
from: Carmine S. Bellino. 
Subject: Interview of Martin J. Hudtloff, Chief of the Transportation and 
Warehousing Division. 

It was learned from a confidential source that Mr. Martin J. Hudtloff, Chief 
of the Transportation and Warehousing Division, PMA, was in possession of 
information indicating the existence of general laxity and inefficiency within 
the Department of Agriculture. At your suggestion, Mr. Hudtloff was requested 
to call at the meeting room of the Senate Agriculture Committee for interview. 

Mr. Hudtloff appeared at the meeting room on March 18, 1952, at which time 
he was accompanied by his assistant, Mr. Charles E. Raeder. You will recall 
that at that time, you personally interviewed both of these gentlemen and 
thereafter, each was interviewed individually by the writer. However, Mr. 
Hudtloff failed to furnish any information which would be considered pertinent 
in connection with the current investigation and in fact, created the definite 
impression that he was very reluctant to give any information at that time. 

Subsequently, on April 28, 1952, in accordance with your instructions, the 
Office of Mr. Hudtloff was visited by Investigator William Aud and the writer. 
Mr. Raeder was conferring with Mr. Hudtloff at the time of this visit and as 
we began to question Hudtloff, Raeder remained ih the room. 

During the questioning, it became more obvious that not only was Mr. 
Hudtloff withholding information and being evasive, but he was definitely not 
telling the truth. This fact was more evident at this second interview inasmuch 
as considerable investigation had been done with regard to the activities of 
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Jack Cowart at which time it was noted that Mr. Hudtloff had considerable to 
do with Jack Cowart and the Baton Rouge Warehouse Co. 

It was thereupon suggested that Mr. Raeder return to his own office as 
was desired to interview each one separately. The interview then continued 
with Mr. Hudtloff and he was thereupon told that in view of the statement 
which he was making and in some cases, pleading a complete lack of memory) 
or understanding that, as Investigators, we had no alternative but to exami 
the records in his office. He was asked if he had any documents in his desk 
which we could examine. Thereupon he opened his desk drawers and handed 
various papers in his desk to Mr. Aud and the writer. From his desk we p: 
ceeded to the files in the outer office and began to examine records of telepho: 
conversations between Mr. Hudtloff and officials in the field regarding matte: 
pertaining to the Transportation and Warehousing Division. Both Mr. A) 
and the writer left Mr. Hudtloff’s office at about 5:19 p. m. on April 28, 195: 

The following morning, the writer visited the office of another official 
the Department and at around 10:20 a. m., stopped in Mr. Hudtloff’s office 1 
continue the examination of the records and expecting to find Mr. Aud alread 
working therein. However, Mr. Hudtloff advised the writer that he had t 
Mr. Aud about an hour previously that the Senate committee would not lhe 
permitted to examine the records in his office since Mr. G. F. Geissler, his i: 
mediate superior, did not like the activity of the investigators with regard to 
examining the various records. In view thereof, Mr. Aud had left and in accord 
ance with your instructions, Mr. Aud continued the investigation by examining 
records in another office in the Department. 

The writer arranged to see Mr. Geissler and after informing him of the situa 
tion with regard to the interviews held with Mr. Hudtloff and the fact that we 
had no alternative but to examine the records, he agreed that the examination 
should continue and so notified Mr. Hudtloff. Thereupon, the writer and Mr 
Aud continued the examination on April 29 and for part of the day on April 30 
At no time were we in Mr. Hudtloff’s office outside of regular working hours, 
and furthermore, no records were removed from the office without furnishing 
an appropriate receipt to Mr. Hudtloff or his secretary. 

The records examined consisted primarily of official documents relating t 
the operation of the Transportation and Warehousing Division. No commun 
cation of any personal nature was examined at any time. 

As a result of the examination of the records, Mr. Hudtloff suddenly bega: 
to recall various transactions and willingly furnished information of vital 
terest to the investigation. In addition, he voluntarily obtained and furnished 
us with a copy of a memorandum relating to conversion cases about which 
he had been questioned over and over again but had pleaded a lack of und 
standing as to the existence of this particular memorandum. 

A detailed analysis of the findings as a result of the examination of Hudtloft's 
records is being set forth in a separate memorandum. 

Senator Kem. The charge has been made in public. 

The Cuarrman. I understand that. 

Senator Arken. These 12 or 15 members of the press have heard 
the charges. 

The CuarrMan. I understand that. 

What I meant, Senator Kem, was to determine whether we would 
go into it. That is what I meant. 

Let us get more facts. 

Senator Kem. Let us determine now that we should go into it. 
The charge has been made by the Secretary of Agriculture. I think 
these investigators should have a full and adequate opportunity to 
refute it. 

The Cuatrman. They will have their day in court. 

Senator Kem. He made a charge against me, and I had an oppor 
tunity to defend myself. * He is very full of charges, and I think 
that whenever he makes one there should be an opportunity for the 
person charged to defend himself. 
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The Cuarrman. That opportunity will be afforded as far as I am 
concerned. 

Senator Kem. That is all I ask, and I do not think it should be in 
executive session. 

The Cuarrman. I am talking about the determination of it after 
we know more about it, Senator Kem. That is what I had in mind, 
nothing else. 

Are there any further questions ? 

Senator Munpr. I do not expect you have found the answer to the 
question I raised yesterday about the Northwest Commodity Office, 
but I wonder if you had proceeded far enought so you could indicate 
about when you would have some facts available. 

Secretary BrRanNAN. Senator, we have already wired for the ma- 
terial and we will have it, we will deliver it to you personally and 
also put it in the record. 

Senator Munpr. I would like that now from the commodity office, 
from the area served by Mr. Cole. 

Secretary Brannan. We have interpreted your request to mean 
that Cole was talking about the area under his jurisdiction, which 
| think covers some five or six States, and so we will break it down 
between those five or six States. 

The Cuarrman. Are there any further questions? Any questions 
to be asked of Mr. Kruse ¢ 

Senator ArkEN. I have some questions. I had not expected the 
termination of this phase of the interrogation so soon. 

Mr. Secertary, I wish you would clear up two or three things that 
have come to my attention which may or may not be so. That is 
why I am asking to clear them up. 

In regard to Mr. Walker, did Mr. Hudtloff or Mr. Walker’s superior 
officers in the Commodity Credit Corporation or PMA recommend 
his dismissal at any time to you? 

Secretary BRANNAN. They did not, Senator. 

Senator ArkEN. They did not? 

Secretary BRANNAN. They did not. I think Trigg and all the rest 
of our bureau chiefs had as much latitude as almost any administrative 
officials in Government. Nobody stands between me and Gus Geissler. 
[f he wants to take an action or make a reorganization within his or 
ganization, he does, and he comes and tells me about it. 

Senator ArkeN. Then if anybody stated that Mr. Trigg more than 
once recommended dismissal of Mr. Walker as Chief of the Cotton 
Branch and you refused to sanction such dismissal that would not 
be a true statement ? 

Secretary BRANNAN. That would not be a correct statement, Sena- 
tor. I have never seen any form of a memorandum, any kind of a 
civil-service procedure, I have never interfered with Mr. Trigg or 
anyone else’s desire to remove an employee. 

Senator ArKEN. I was going to ask you next: Would that also apply 
to Mr. Lee Smith, who was head of the Grain Branch ¢ 

Secretary Brannan. That would apply to Lee Smith, the former 
head of the Grain Branch. 

There was considerable discussion about Lee Smith’s ability to co 
operate with Trigg. Trigg was authorized to get rid of him. About 
that time Mr. Smith resigned. 
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Senator ArkeN. He never was authorized to dismiss Mr. Walker, 
and never discussed the matter with you? 

Senator Brannan. He never asked for authority to dismiss Mr. 
Walker and if he had, he would have received it. 

Senator Munpr. I am not sure that the Secretary intentionally use: 
different language concerning Mr. Walker from what he did wit! 
Mr. Smith, but if you did not, let’s get it right, and if you did, t 
us why. 

You said in regard to Mr. Walker, you never saw a memorandum 
or a civil-service procedure. 

In connection with Mr. Smith you said it was never discussed. 

Was it ever discussed verbally about Mr. Walker or did you in- 
tentionally use different language as between the two cases? 

Secretary Brannan. There is a different situation between Smith 
and Walker. In the Smith situation Trigg had a difficult personne 
problem. I am not prepared to say who was right. There was 
decided difference of attitude, and I would say probably mutual dis 
trust. And under such circumstance it would be wholly imprope 
for me to require any man whom I hold in direct responsibility, as 
I held Trigg in direct responsibility, and as I hold Geissler in dire 
responsibility, to tell him, “You have got to do the job with tools 
that I select. 

I would not think of doing it. It is an administrative impossibility. 
and I do not know of any way to break down an organization quicke: 
than to do that. 

Now on the Walker thing I suppose there have been times whe 
Trigg has expressed to me that various branch chiefs were not t! 
ideal people for the job. 

Senator Munpr. And might have said that about Walker? 

Secretary Brannan. That might very well have included Walker 
and very possibly did include Walker, but coming up and saying. 
“T want to fire Walker today,” or, “I want to start to get rid of Walk 
over a period of time at an appropriate time,” no such thing wa 
ever said to me. 

The Cuarrman. Any further questions? 

Senator Arken. Yes, I have some. 

The Cuarrman. Proceed, Senator. 

Senator Munpr. On a case like Walker’s, who was eventually fired, 
he was eventually fired, was he not ? 

Secretary Brannan. He was allowed to resign, but the personne! 
record will show that the resignation is without prejudice to any 
future action which his employee relationships to the Government 
warrants, 

Senator Munpr. What I am trying to find is 11 people who, in 
your category you referred to as faithless public servants, out of a 
certain number; I suppose you include Mr. Walker in that 11? 

Secretary Brannan. That is right, sir. 

Senator Munor. In public service that way the punishment very 
seldom fits the crime. 

They are dismissed or allowed to resign. I want to know in Walk- 
er’s case—does he get his Government pension and all these Govern 
ment advantages and retirement that he would receive had he beer 


faithful, loyal, and efficient and had not been forced to resign ? 
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Secretary Brannan. Senator, that is all covered by the civil serv- 
ice regulations. 

Senator Munpr. It has been brought up a number of times on the 
floor of the Senate, whether the procedure by which he is separated 
from the Department controls the decision which eventually must 
emanate from civil service. 

Secretary Brannan. No. 

Senator Munpr. That is, whether you say he is fired or resigned 
without prejudice or whether he quits—there are lots of different ways 
people get out. 

Does that have any impact on the Civil Service Commission’s 
decision ¢ 

Secretary Brannan. No; the facts are the controlling thing. He 
resigns in lieu of proceedings to remove him. That is all there is to it. 

Senator Munpr. Whether he resigns or is removed by proceedings, 
the effect on the civil service retirement situation is the same ¢ 

Secretary Brannan. That is correct. 

Senator Munpr. When you use this language “resigns without 
prejudice” and so forth, is that the way in Government you say a 
fellow has been fired ¢ 

I do not know what that means. 

“Without prejudice’—I should think there would be prejudice 
against a fellow that lets you down. 

Secretary Brannan. Without prejudice against the Government 
to operate as the facts subsequently brought out may justify. 

The Cuarrman. As I understood, Senator Mundt, yesterday the 
Secretary indicated that the whole file had been turned over to Justice 
for the purpose of examining into—— 

Senator Munpr. You mean Walker? 

The Cuamrman. Yes. That is now in the hands of Justice; is that 
right ¢ 

Secretary Brannan. That is right. 

The Cuarrman. And as you know, we also propose to deal—— 

Senator Munpr. I am pust trying to find a gimmick, if I can. 
Where you find somebody faithless, I do not like to see them living 
on Government retirement, and I do not think that you do, either; 
but is there some way that could be shut off? 

Secretary Brannan. Senator, the magnitude, the peculiarities of 
the Walker conduct will be very carefully explored both in a criminal 
and civil way. 

Senator Munpr. I did not know it had been turned over. 

The Cuarrman. It has been. 

Secretary BRANNAN. So that the case is not closed. 

Senator ArkEN. Mr. Secretary, you are probably familiar with the 
testimony of your investigator, Mr. Mesibov, before this committee 
wherein it was disclosed that Mr. Mansour, the Egyptian cotton dealer, 
went into Mr. Walker’s office and apparently secured the bids of 
his competitors and came out and got Mr. Walker’s secretary to type 
in his own bid, which was favorably received. 

Now in the Washington Post of Sunday, May 4, I read this state- 
ment. Evidently you had been asked to comment on that testimony : 

Brannan asserted that charges that Walker revealed details of bids to other 
otton dealers, Mansour, were not serious. 
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Did you make that statement and does that represent your opinic 
that Mr. Walker was perfectly ethical in revealing the bids of Ma: 
sour’s competitors to him so that he might make a satisfactory bid ‘ 

I do not rely on newspaper reports alone, but this is printed a: 
I thought that you would want to comment on it. 

Secretary Brannan. Well, sir, I in nowise defend the unethica 
conduct of Mr. Walker. 

Senator Aiken. You would not call that ethical, would you? 

Secretary Brannan. I would call it very unethical, as a matter of 
fact, Senator, although you and I—I am sure you would readily admit 
that if he had operated for a private concern the way he  sastag for 
us, he would have been called very clever and a good employee. 

Senator Aiken. Probably would have. 

Secretary BRANNAN. Sure, because he made money for the Gover 
ment, and if he had made money for his firm he would have bee: 
called a clever employee. It was unethical. The Lone Star fellow: 
were unethical, although they made money for the Government, a 
we disciplined them both. 

Senator AIKEN (reading) : 

Brannan said that he understood that a long and extremely careful ch: 
showed no evidence that Walker had profited financially from any transactior 
with Mansour or that anything he did caused the Government to pay a hig! 
price than otherwise for the supplies. 

Do you recall making that statement ‘ 

Secretary Brannan. I think the record discloses that. 

Senator A1rken. The evidence shows after Mr. Walker began tipping 
off Mr. Mansour of his intention to purchase within the next 4 or ‘ 
weeks that the price of cotton nearly doubled from 74 cents a pow 
to—you paid up to $1.46, I think. 

Secretary Brannan. Yes; but, Senator, let’s remember that tli 
action of the Munitions Board was thoroughly and completely know: 
in February. 

I mean even before February—in January. 

The CuarrMan, In January. 

Secretary Brannan. We issued a press release on February 12. 

Senator Aiken. Do you know whether the Munitions Board had 
asked Mr. Walker to buy this cotton as of December 3 or not‘ | 
understand they had not. 

Secretary Brannan. The Munitions Board’s first formal notifica 
tion to us was January 17, 1951. 

Senator Arken. And they had not asked Mr. Walker to buy thes 
additional millions of dollars’ worth in December ? 

Secretary Brannan. Mr. Walker was never asked to buy it, 
course—we were, the Department was. 

Senator Arken. You were not asked to buy ? 

Secretary Brannan. Senator, I am sure the record is clear thiat 
Walker never made a decision about the purchase. It was made by 
a committee. 

Senator Arken. Was the method of purchasing the long-staple 
cotton changed after the December 3 contracts were let ? 

Secretary Brannan. Yes, sir, we reached the conclusion that that 
method of operation had a tendency to peak the market. 
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Senator Arxen. Did you find also that certain people who perhaps 
should have a chance to bid had been squeezed out of the opportunity 
to bid # 

Secretary LRANNAN. No, sir, I did not find that. I remember that 
n some of the bids the people who held cotton which was now in the 
United States were excluded from bidding. That was logical because 
here we were stockpiling, and it did no good for the Government to 
buy cotton which was in the country, because in the case of a great 
emergency, we would go and take that cotton. 

The objective was to bring cotton into the country. 

Senator Arken. Did you not find that the O’Donnell Co., which 
had cotton in Italy, was also excluded from bidding? 

Secretary Brannan. I am not aware of the O'Donnell Co. having 
cotton in Italy, but Gus tells me they did. 

Senator Arken. And they were not permitted to bid, is that right? 

Mr. Kruse. I think that was the name of the company. 

Senator Arken. They were later given an opportunity to bid, were 
they not? 

Secretary Brannan. Yes, sir; I think they were eventually. 

Senator Arken. Did you ever ask that some of these companies that 
have been excluded, and particularly the O’Donnell Co., be given an 
opportunity to bid ? 

Secretary Brannan. I did not, but I had a gentleman, I think, from 
the O'Donnell Co. call upon me, and I referred him down to Elmer 
Kruse, and Mr. Kruse dealt with him. 

Senator Arken. Mr. Tom Carey? 

Secretary Brannan. If I remember correctly that was the name. 

Senator ArkeNn. He was sent to you by Mr. Tobin? 

Secretary Brannan. Maurice Tobin called me and asked me to see 
him, that he did not know what his business was but requested that 
I see him. He was an acquaintance of his from Boston. 

Members of Congress do that every day. As a matter of fact, I 
will have a meeting with a group at noon today. 

Senator Arken. I would not for an instant imply that Secretary 
Tobin or you did anything wrong in insisting that this company which 
had the cotton be given an opportunity to make an offer on it. 

[ do think, though, that Mr. Walker did wrong in squeezing them 
out of the opportunity to bid on the December 3d contracts, and he 
probably did wrong in making those purchases December 3d without 
the Munitions Board requesting it. In fact, the Munitions Board 
made an investigation of the situation after that; did they not ? 

Mr. (JFEISSLER. Not to mv knowledge. 

The Cuamrman. Since Mr. Tobin talked to the Secretary and the 
Secretary referred the matter to Mr. Kruse, I wonder if we could not 
pursue that further and find out how and under what circumstances 
the O’Donnell firm was finally given business. 

Did they underbid the others, or just what happened, Mr. Kruse ? 

Mr. Kruse. I would have to go back and look at the records to see 
whether we actually bought any cotton from them, under the revised 
procedure where every 2 weeks we receive bids on cotton and then have 
this committee analyze them. All cotton importers of long-staple 

itton were notified of that procedure, and it was under that procedure 
hat the firm of O'Donnell and others were given their opportunity. 
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The Carman. Did this committee pass upon all bids, and awa: 
the contract to the lowest bidder ? 

Mr. Kruse. This committee awarded all of the contracts. 

The Cuarrman. What requests were made of you by anybody aboy 
you to see to it that this firm obtained recognition ¢ 

Mr. Kruse. The only request that was made was that we talk 
Mr. Carey, who was their representative, to find out what compl: 
he had; and, if it was a just complaint, what could be done. 

The CHarrman. Did Mr. Carey call on you? 

Mr. Kruse. No; he called on Mr. John Dean. 

Senator Arken. Who asked you to see Mr. Carey? The Secreta: 

I believe, asked you to. 

Mr. Kruse. I happened to be not in when Mr, Carey came, a 
he was referred to Mr. John Dean, my deputy. 

Senator Arxen. The procedural method of buying long-staple « 
ton was changed about the 15th of February; was it not? 

Mr. Kruse. About that date. 

Senator Arken. As I recall it, the O’Donnell Co. received an ord: 
about the Ist of April. 

Mr. Kruse. That would be under the new buying procedure. 

Senator Arken. I do not know of anything wrong. I simply ask: 
Mr. Secretary, if you will furnish counsel with the facts of the trans 
tion and the price paid—— 

The CuarrMan. When this conversation took place between M 
Dean and Mr. Carey, do you know whether or not that had an 
fluence in changing the method of purchasing ¢ 

Mr. Getssuer. May I answer? 

The Carman. Do you know about it? 

Mr. Getsster. Yes. The decision to change the method of pu: 
chasing was predicated on the basis of experience in the previous two 
purchases, one in February 1951 and December 1951. 

The Cuarrman. What prompted that? 

Mr. Grisster. The experience was this: That, as a result of the fac 
that you had to make announcements that somewhere down the lin 
you were going to buy cotton, there was no secret about it. The 
contract under which we were to buy, the fact that they are to have 
samples in order to be eleigible to bid, practically served notice to 
the world you were going to buy cotton sometime—didn’t know tl« 
date but it had an inflationary effect on the market. 

Senator Younes. I would like to have inserted in the record phot 
static copies of the Washington News indicating the Munitions Boa: 
put out information relative to the purchase of cotton. 

The Cuamman. We have some in the record. Check it, and. 
it is not, we will put itin. (See exhibit No. 47). 

Mr. Geisster. It was impossible to keep it a secret because you ha: 
to make the contract provisions available. Talking about the Car 
matter, the talk with Dean, that had no bearing on this. 

The Cuamman. Do you remember Mr. Carey’s complaint ? 

Mr. Getsster. I do not know the details. 

The Cuarmman. Mr. Kruse, do you know? 

Mr. Kruse. The sum and substance of it was that the compan) 
he was representing had some cotton and that as he understood, and 
he said, “I do not have available the complete prices that you paid 
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but my understanding from the trade is that we had cotton that might 
well have been considered,” and that was the sum and substance of 
his « omplaint. 

The Cuamman. You mean that he had previously offered for sale? 

Mr. Kruse. Yes, sir. 

The Carman. Did he comply with the regulations, your regula- 
tions that were then in existence ? 

Mr. Kruse. I think he had. 

The CuHarrman. Why didn't he get the bid? 

Secretary Brannan. Because he didn’t bid low enough. 

Senator Arken. Excuse me, Mr. Secretary. I think Mr. Walker 
testified that the Carey cotton could have been bought for 15 cents 
a pound, I think it was, under the price which they actually paid 
if he had not been disqualified from bidding at that time. That is 
, matter of record, you will find. 

The Cuarrman. Why was he disqualified from bidding? 

Senator Arxen. To give Mansour the inside track. 

Secretary Brannan. He was not disqualified from bidding; he was 
lisqualified from offering some cotton he had in the country. He 
‘ould have gone to Egypt and gotten cotton. 

Senator Mcnpr. Cotton was in Italy. They dealt him out of the 
picture because his cotton was in the wrong country. 

“7 Krese. Mr. Walker did not list that bid because the company 


Mr. Carey represented listed the cotton as being in Italy and he con 
fined the listing of the bids to the cotton that was actually located in 
Egypt. 


The CuarrmMan. And was that pursuant to your new regulation ? 
Mr. Kruse. He interpreted it to be. This was one 
The Cuatrman. Who is “he”? 

vi Mr. Kruse. Mr. Walker, and the point of distinction, as I re- 
member it, was that one of the qualifications was that Egyptian 
weights and grade certificates would have to be available, and Mr. 
Walker felt that it was not possible to get the Egyptian weight and 
grade certificates for cotton that was stored in Italy, when it actually 





he turned out in the conference with Mr. Carey and when he later 
ve submitted his bid that he actually had weight and grade certificates 
te on the cotton. 
The Cuamman. That was not known at the time the bids were 
made ¢ 


Mr. Kruse. Not that I know of. 
Senator Arken. At the time cotton outside Egypt was not con 
dered and, because apparently he had tipped off Mr. Mansour, Mr. 
Mansour had been able to pretty well corner the Egyptian crop by 
that time, 
He got about 75 to 80 percent of the total amount of the sales, if I 
remember correctly. It came to some $17,000,000. 
Now, Mr. Secretary, a few minutes ago you remarked that if he 
il been employed by private industry he would have been com- 
limented for it. for his operations. 
Did you think private ney would compliment one of their em- 
~ ployees who tipped off a prospective seller so he could double the 
price on them ¢ 
Secretary Brannan. Of course he would not. 
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Senator Arken. I thoroughly disagree with what you said pre) 
ously. 

Secretary Brannan. Of course he would not, Senator, but the | 
that the Munitions Board was going to buy long-staple cotton \ 
no secret to anybody. The only thing uncertain about it was 
time they were going to do it. 

Senator Arken. But they had not been directed to buy this 
December, but Mr. Walker evidently, according to the evidence, | 
evidence presented to this committee, had planned to buy it at 1 
time and had tipped off Mr. Mansour through his code cabelgra: 
as to when he was going to buy and how and so on. 

That was all brought out. 

I do not think that Mr. Walker would have been complimented | 
any employer whatsoever for doubling the price on some commodit 
which they planned to buy. 

Secretary BRANNAN. No, but I do not think he could have done 
or did it. 

Senator ArkEN. Probably we have pursued that enough. 

The Cuarmman. With further reference, Mr. Kruse, to these bids, 
the quest ion arose before the committee on several occasions as to wh 
it was that these bids were not sealed bids. 

Can you tell us why it was determined to have them more or less 
open bids so that somebody could seethem? Mr. Geissler, if you know 
more about it than Mr. Kruse, proceed to tell us. 

Mr. Kruse. Actually the bids were received by wire or by letter, 
either one, and delivered in person. We accepted them as private 
bids and not for anybody else’s information. 

For all practical purposes, I would say that all of these bids were 
delivered to Mr. Walker or the branch in confidence on the basis of 
sealed bids, and it was only when they were all in that he was to 
tabulate them for the committee out here so they could be passed on. 

The Cuarrman. Assuming that Mr. Walker did give information to 
Mr. Mansour as to the price of the cotton, if he did give the price bid 
by others, would it not follow that, if Mansour knew about that price, 
what he would be in a position to do was to bid lower than those bids 
and thereby get the cotton? 

Mr. Kruse. Senator, I think that is a logical conclusion. 

The CHaArrman. If that is true, wouldn’t the Government have 
benetited from that action? I am not saying it happened that way, 
but Iam pursuing it just a step further. 

Mr. Kruse. Certainly if Mr. Mansour had this type of informati: 
and was bound and determined to make the sales, he would get 
price in line so that it would be cheaper than some of the other prices 
so he would be sure to make the sales and the cheaper we could buy 

The CHarrMan. I am ndt condoning that, but I am trying to « 
termine whether or not the Government suffered unduly by virtue o! 
Mr. Walker having tipped off Mr. Mansour as to the prices of ¢ 
bids that were then handed in for consideration ? 

Mr. Kruse. All I can say would simply be this: That if, as som 
of the evidence indicated by our investigators, things happened | 
were written into the record, they were certainly unethica! and not 
in line with our general policy. 

The CuatrMan. I agree thoroughly. 
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Senator Munvr. Before Mr. Kruse or the Secretary decides to award 
the Congressional Medal of Honor for distinguished public service 
to Mr. Walker —— 

The Cuarrman. Nobody is trying to do that, Senator Mundt. 
Please do not interpret my questioning along that line because my only 
purpose is to simply pursue it from every angle. 

Senator Munpr. I understand, and I want to pursue it from another 
angle. 

The hypothetical case you established could develop. It could 
also develop—could it not, Mr. Kruse?—that, had you been con- 
ducting the office or had Mr. Walker been conducting the office on a 
businesslike and efficient basis at that time, insisting on sealed bids, 
it is entirely possible in his zeal to sell his cotton, which he had prac 
tically cornered in Egypt, that Mr. Mansour might then have bid 
considerably lower than he actually did, but; because he had this 
inside information, he could underbid very modestly the next low 
bidder; but, since he had this terrific backlog of cotton, he might 
have underbid it more and saved the Government more money. 

Mr. Kruse. I do not think that anything I have said would logi 
cally lead you to the conclusion that I was reflecting any credit on 
anything that Mr. Walker had done, and in second place 

Senator Munpr. I was talking of the Secretary’s statement. 

Mr. Kruse. I think, in the second place, your reasoning is not 
fallacious. 

Senator Munpr. Both the chairman’s reasoning and mine are 
hypothetical, but it could have worked either way is my point. You 
will agree—will you not /—that a better approach and, as I under- 
stand it, your present approach is to have the bids come in sealed 
so nobody can tip off his friends? 

Mr. Kruse. That is a fact, and that was the intent in the first 
place. 

Senator ArkeN. Is it not a fact that when the O’Donnell cotton was 
finally bought, that it was bought at around 15 cents a pound above 
the price which they offered to sell it for, in early December and 
thereby made, as I recall it, something in the neighborhood of $400,000 
more than they would have had their first of December offer been 
accepted ¢ 

Mr. Kruse. I do not think—— 

Senator ArkEN. Will you furnish that information to the counsel 
as to the bid in December and what the actual sale was made for? 

Mr. Kruse. Yes. 


(The information referred to is as follows:) 
Exutsir No, 92 


Unrrep States DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION 
WASHINGTON 25. D. C., July 2, 1952 
lon. ALLEN J. ELLENDER, Sr., 
United States Senate. 


”"? 


DeAR Senaror: At the hearing before your committee on May 23, Senator 
\iken indicated that he had information presented to him to the effect that when 
Commodity Credit Corporation finally bought cotton from O'Donnell Bros., 
the price was around 15 cents a pound above the price at which it was initially 
offered, thereby resulting in an additional expenditure of approximately $409,000 
We were asked to check our records and indicate a comparison between the 
December bid and the actual purchase price at a later date 
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We have found that the exact amounts of cotton offered in the Decembe: 
were never purchased from O'Donnell Bros. We did, however, buy cotton 
this company in April and Ma~ of 1952, some of which was of the same g 
as that offered initially in December. The price had declined in the interve: 
period and on the basis of the unit prices involved had the exact amoun! 
cotton first offered in December been purchased in April and May, the « 
the Government would have been approximately $150,000 less than the Dece: 
offer. 

We feel certain that the information which Senator Aiken had receiv 
the effect that the ultimate purchase price was $400,000 more than the i! 
bid was completely erroneous. 

Sincerely yours, 


Lionext C. Hoi, 
Acting Administrato 

The Cuamman. Any further questions? 

Senator Arken. Yes. I hope we can get there. 

The Cuatrman. All right. 

Senator Arken. The less I find wrong in the Department of Agri- 
culture the better I will like it. I have two or three questions 
regard to the Secretary’s opening statement which is entitled, “1949 
Was An Emergency Storage Period,” and after he touched upon 
one of my sore spots, put a little turpentine on them the other morn- 
ing, in saying that in 1948 Congress put limitations in the CCC Char 
ter Act which prevented the Corporation from taking any effective 
action to expand storage facilities, and then further down on page » 
he says, telling about the program which was effected in 1949: 

Farmers throughout the grain-producing areas were pleading for assista 
to alleviate the situation; the Department undertook a program which included 
(1) construction loans to enable farmers to increase their on-farm storag 
facilities ; 

(2) Asurvey of space available in commercial storage facilities ; 

(3) Purchase of bins by CCC to handle commodities delivered to it 
which it could not obtain storage in commercial elevators ; 

(4) The offer of use guarantees to commercial warehousemen who w 
undertake to erect new storage facilities in deficit areas or to convert structure 
to grain storage which were not originally erected for that purpose. 

(5) The use of emergency and marginal! storage facilities such as emp! 
airplane hangars, idle ships in the merchant fleet, and so forth. 

What I wanted to ask the Secretary is, first, in regard to the first 
plank in your program here, construction loans to enable farmers 
to increase their on-farm storage facilities, did the 1948 Commodity 
Credit Charter Act prohibit such loans? 

Secretary Brannan. Senator, I do not think they did directly. 

Senator Arken. They didn’t. 

Secretary Brannan. As a matter of fact, we were selling gra 
bins prior to that time. 

Senator Munpr. Wasn’t that loan written in, an amendment offered 
hy John Phillips, of California, on the floor of the House as I recal!/ 
Wasn’t that phase of the program offered in an amendment by Co 
gressman Phillips, of California, on the floor of the House? 

Senator Arken. I refer to the 1948 act. 

Secretary Brannan. Senator, let me go on and explain that 
1948 Act did prevent us from taking any kind of an interest in re 
estate. Therefore— 

Senator Arken. I am not pressing that. 

Secretary BranNAN. Wait a minute. The impression is here we 
could have made the loans. We could have loaned the money, but 
we could not have taken any security because the bin would have 
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been erected on real estate, and we could not take an interest in it 
sufficient to warrant security enough to justify the loan. That was 
the reason our lawyers recommended against taking any interest in 
real estate, 

Could I ask Mr. Shulman to explain that now? 

Mr. Suutman. The Secretary explained it very well. When you 
take a mortgage on a farm facility that is part of the realty, you 
acquire a mortgage interest in realty. 

Senator Arken. What is the extent of such construction loans at the 
present time ? | 

Mr. Kruse. I have that, I think, here. To date, Senator, we have 
13,658 of such farm loans and they total the amount of $12,678,225, 
with an average of $928 per loan. 

Senator Arken. Do you have mortgages on those bins for those 
loans? 

Mr. Kruse. Yes, sir. 

Senator Arken. You have mortgages. Was there anything in the 
1948 law that would have prevented the lease of bins to farmers? 

Mr. Kruse. I think under the 1948 amendment—— 

Secretary Brannan. Let the solicitor answer that. 

Senator Arxen. I think that, being a matter of policy, I believe the 
Secretary and Mr. Kruse know, and if he knows the answer, let him 
answer it. 

Mr. Kruse. We leased bins we had in the possession of Commodity 
Credit if the farmer needed them for his use. 

Senator Arken. Do you in every case take a mortgage on a bin 
leased to the farmer? 

Mr. Kruse. On a leased bin—it is our property. 

Senator Arken. Are you leasing bins to the farmers now ? 

Mr. Kruse. Yes. 

Senator Arken. Was there anything in the 1948 law which would 
have prevented the leasing of bins to the farmers? 

Secretary Brannan. There were no bins to lease. 

Senator Arken. Nothing in the law. 

Mr. Suutman. Nothing prevented the corporation from leasing 
bins they already owned. 

Senator Arken. Or buying and reselling or buying and re-leasing. 

Mr. Suvutman. I have to disagree with you. 

Senator Arken. You did not once. 

We agreed perfectly. 

Mr. Suvutman. You are confusing, I think, what I told you about 
the charter as it passed the Senate and the charter as it was agreed 
to by the Conference Committee and enacted by the Congress. 

Senator Arken. You say the 1948 law prohibited the sale or lease of 
grain bins to farmers? 

Mr. Suutman. I say this, Senator. Let meexplain. The 1948 law 
contained the provision which was inserted in the House which pro- 
hibited the corporation from acquiring or leasing any facilities for 
the storage of grain subject to the corporation’s control. 

Now if the corporation were to go out and buy bins and lease them 
to farmers—— 

Senator ArkEN. But is there anything in the law which prohibited 
the sale or lease of grain bins to farmers or of making loans to them 
which would enable them to erect their own bins? 
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Mr. Suutman. If the corporation—— 

Senator Arken. That only wants a “Yes” or “No” answer. 

Mr. Suutman. The answer would be “No.” 

Senator Arxen. Of course not, that is the end of that question. 

Mr. SuutmMan. You are misconstruing my answer. There wer 
provisions in the law that placed definite limitations upon the Corpo: 
tion’s authority to provide storage facilities. 

Senator Aiken. On making the sale of a grain bin to the farmer’ 

Then why did you sell two or three thousand ¢ 

Mr. Suvtman. There was no prohibition in the law against s 
ing grain bins CCC already had on hand on July 1, 1948, the da 
the Charter Act became effective. 

Senator ArkeN. Of course not. 

Mr. Suvutman. There was a prohibition in the law against goin, 
out and buying grain bins and selling them to farmers for the storag: 
of grain to be placed under the price-support loan program. 

Senator Munpr. The statements have been changed from “Yes” t 
“No” and from “No” to “Yes” so many times I am confused. Let 
start over. 

Che Cuatmman. I am confused also. I can’t understand. 

Senator Arxen. Will you read—— 

The CuarrMan. Just a moment. I wonder if the question wou! 
not be better—I wonder if the question could not be asked and the 
let the witness answer it. 

Senator Arken. The question I asked was: Was there anything 
the 1948 law which prohibited selling or leasing grain bins to farmers / 

The Cuarrman. What is your answer? 

Senator Munpr. Start with “Yes” or “No.” 

The CuarrmMan. “Yes” or “No” and then explain. 

Senator Arxen. Let me ask some more of my questions. We a: 
going to run out of time. 

Mr. Suutman. The answer is “Yes”; there were provisions in the 
law that would have prevented that. 

Senator A1rken. What is the provision? 

Mr. Suutman. I will explain it to you. 

The 1948 act contained this provision: 

Except as provided in section 16, the Corporation shall not have power 
acquire or lease any such facility— 
and the “such” refers back to a facility for— 
the physical handling, storage, processing, servicing, and transportation 
agricultural commodities subject to its control. 

The Cuarrman. Are you through answering? 

Mr. Suutman. No, I am not through answering. I would |! 
to complete that answer. 

The Cuamman. Proceed. 

Mr. Suutman. If the Corporation were to go out and buy gra 
bins, it would be buying facilities for storage of an agricultural co 
modity subject to its control if the purpose of buying the bins was t 
sell them to farmers to use for the storage of agricultural commo 
ities, to be placed under the Commodity Credit Corporation loan pri 
gram. The instruments, the mortgage and loan agreement, unde: 
which a commodity is placed under the program loan place tl. 
commodity within the control of the Corporation. 
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Senator Arken. Very well. In the analysis of the Commodity 
Credit Corporation’s charter bill, which is to be found in the Con- 
gressional Record, 1 can’t find the date, page A-4409, and printed 
n July 1948, we read this: 

The powers conferred by section 4M include the power to in any manner 
icquire, hold, and dispose of personal property or any interest therein as the 
Corporation deems necessary in the conduct of its business. 

Mr. SHutMan. Yes; and let me explain that. 

Senator Arken. Do you disagree? 

Mr. Suctman. No, sir: I do not disagree with that. I think that 
was very salutary, that construction, but let me explain the back- 
ground against which that construction was made. 

You will recall the Commodity Credit Corporation Charter Act 
as it passed the Senate authorized the Commodity Credit Corpora- 
tion without restriction to acquire and dispose of real and personal 
property. 

Senator ArkEN. Yes. 

Mr. Suvutman. In the House Banking and Currency Committee 
it the behest of the representatives of the grain trade the charter was 
amended. There was stricken from the charter the provision author- 
zing the corporation to acquire and dispose of real and personal 
property as might be necessary in the conduct of its business. 

In place of that provision there was inserted another which con 
tained no authority for the Corporation to acquire and dispose of 
personal property but instead prohibited the Corporation from acquir- 
ng any facility for the storage or handling of commodities subject 
to its control and further prohibited the Corporation from acquiring 
by lease or otherwise any interest in real property. 

If that construction had not been made in the charter, I don’t know 
how the charter could have been used to permit the Corporation to 
carry out its price support responsibilities, because its entire oper 
ation consisted of acquiring agricultural commodities and disposing 
of them—and agricultural commodities, as we all know, are personal 
property. 

You can’t, however, by a construction of a provision in the charter 
which deals with “incidental powers” only overrule a very express pro 
hibition against the corporation acquiring any facility for the storage 
of agricultural commodities. 

Senator Arken. Now do you not recall—— 

Mr. SuHutman. I think the construction the Senator made—and I 
participated in helping draft it—was a very salutary construction. 
[ think, too, that the Commodity Credit Charter Act stands as a 
great monument to Senator Aiken's perseverance in getting it through 
the Congress and I know that Senator Aiken was not responsible for 
the provisions that were put in the charter in the House. He fought 
them bitterly. 

Senator Arken. Do you not recall this paragraph was put in 
there for the express purpose of interpreting the intent of the con 
ference committee, and we talked that over with the House members. 
the intent of the conference committee to give the Commodity Credit 
Corporation unlimited authority to lease or sell grain bins to the 
farmers ¢ 

Mr. Suutman. I do not recall that. 
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Senator Arken. The express purpose of it, and I asked you 
write this interpretation, to write this paragraph in such a way tha 
not even the Department of Agriculture could misinterpret it, and 
lo, and behold, they certainly did. I underestimated their ability, and 
I think you did, too, because that is the express purpose of th 
paragraph. 

The House, you may recall, did not make any report on th: 
conference bill. 

Mr. Suutman. The House Banking and Currency committee did 
very disastrous thing. It struck from the bill the provision in sectio 
t authorizing the corporation to acquire and dispose of person 
property, and we were extremely apprehensive of the effect of suc} 
action when the House version of section 4 was adopted by the co 
ference committee. 

Senator Aiken. I agree on the real estate; they had no right 
do it. 

But the House committee, headed by Mr. Wolcott, did not make » 
report to the House when they returned this conference bill. They 
left that to me as chairman of the Senate committee. 

This paragraph is in there for the express purpose of authorizing 
the Commodity Credit Corporation to make unlimited efforts to 
provide on-farm storage. 

Mr. SurutMan. I don’t believe it would be possible by constructio: 
made after an act was passed to overcome a very express prohibition 
in the act against the corporation doing certain things. 

Senator ArkeNn. This provision was fully authorized by the cor 
ference committee, and the Solicitor’s office of the Department of 
Agriculture cooperated fully in the interpretation of it. 

Mr. Suutman. The statement concerning section 4 (m) was ce: 
tainly one I prepared, but I prepared it for one purpose. The Senato: 
may have had another purpose in mind. 

Senator Arken. You did not do a good enough job. I asked you 
to do it in such a manner that not even the Department of Agriculture 
could misinterpret it. 

The Cuarrman. Do you have further questions ? 

Senator Arken. Yes. 

Senator Munpr. You say “except as provided in section 16.” 

Mr. SuutmMan. That is the only exception, and if you read section 
16, you will find that it relates only to the property then owned by 
the Delaware Corp. which was being tat ae by the act to the 
Federal Corp. 

Senator Arken. Was the Delaware Corp. charter—did that have 
an expiration date? 

Mr. Suvutman. Yes, sir, it did. 

Senator Aiken. When was it! 

Mr. Suciman. It would have expired, I think, on June 30. 

Senator Arken. It was in about a week after Congress adjourned 

Mr. SuutMan. You were legislating under very trying circum 
stances, as I well know. 

Senator Aiken. And if we had not enacted this legislation late i 
the evening of June 19, 1948, the Commodity Credit Corporatio: 
would have been left without nay charter whatsoever, would it not’ 

Mr. Suvutman. Yes. and I think you did a grand job in getting the 
bill through. 
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Senator ArKEeN. You did, too. 

The second point in the Secretary’s program for the 1949 storage 
program was this survey of space available in commercial storage 
facilities. Was there anything in the 1948 act which prohibited you 
ae making a survey of space available in the commercial storage 

facilities ¢ 

Secretary BRANNAN. No, but there was in using it. 

Senator AIKEN. In .using commercial storage facilities? What 
restriction was there on the use of them ¢ 

Secretary Brannan. Excuse me. The acquiring of it. 

Senator ArKEeN. I will admit that you were prohibited by the 1948 
law from acquiring any real estate, any land, any elevators. You 
never owned any up to that time, and I do not think that you have 
owned any since, but you were prohibited from doing it. 

The thing I objected to in the House stand was that you could not 
erect these intermediate bins which have proved of considerable 
value since. 

Now the third point was the purchase of bins by CCC to handle 
ommodities delivered to it for which it could not obtain storage in 
commercial elevators. 

Secretary Brannan. Those two being together, of course / 

Senator Arken. Now the law permitted you to assist in farm 
storage. It did not permit you to buy the bins and lease new land 
on Which to put them. 

Secretary Brannan. The 1949 act did. 

Senator Arken. Yes, I supported it, and supported it in 1948, too. 
We do not disagree on that. I think you should have it and you 
have got it. 

Secretary Brannan. That is the reason I do not understand all the 
hullabaloo about this, because as far as you are concerned, you and 

Department are in complete agreement. The House is the one 
who put the kibosh on it. 

Senator Arken. The thing I disagree with is the denial of loans 
to farmers who did not have storage and assuring them there was 
no storage available in the fall of 1948 when the evidence shows the 
commercial storage was less than 60 percent occupied at the end of 
the season. 

Secretary Brannan. Senator, we could not kid a farmer about 
vhether or not he could get storage at his local elevator. All he had 
to do was to go down there and get it or not at the discretion of the 
elevator operator, but you know what the elevator operator was doing. 
He was saying he did not have it, or that he had it leased out to X and 
that in lieu of the farmer taking his grain and going home with it 
with no money in hand, the farmer sold it and took 20 or 30 or 40 
ents less than the support price. 

Senator Arken. He did. 

Secretary Brannan. And that is the reason we went in to see 
whether or not there was such a dearth of storage. 

Senator Arken. You and the President and others assured the 
farmers there was a dearth of storage, but I am not trying to interpret 

t to the committee. 

" Secretary Brannan. We did not, but we did do this. We agreed 
to make loans on wheat on the ground. 
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Senator ArKeNn. In 1949? 

Secretary Brannan. In 1949. 

Senator ArkeN. Were you prohibited from making loans on t)y 
wheat on the ground by the 1948 act? 

Mr. SuHutman. No, sir. 

Senator Arken. Thank you for the short answer. 

Secretary Brannan. But, Senator, we would have been prohibite: 
from moving it from that ground into good cover, and therefore w: 
could not take a risk of making a storage loan on wheat on the oy. 
ground in 1948 because it would have had to stay there until it we 
to the miller to make bread, but in 1949 we could build storage a 
get it into storage. 

Senator Arken. As a matter of fact, the record shows that the co 
mercial storage was less than 60 percent occupied in the fall of 1948 
Secretary Brannan. That may be true, but that does not mean t 
farmers had access to it, because they were having this trick pull 
on them every day and that is the reason we made loans on wheat . 

the ground and then proceeded to move wheat in to cover. 

Some of it went on ships in the Hudson River. 

Senator Arken. Which you could have done in 1948? 

Secretary Brannan. No; we could not have done it in 1948. 

Senator ArkeN. On the fourth point, the offer of use guarantee- 
to commercial warehousemen who would undertake to erect new sto! 
age facilities in deficit areas or convert structures to grain storage not 
originally erected for that purpose. 

Was there anything in the 1948 law that prohibited the offer of 
use guarantees to commercial warehousemen who would undertake 
to erect new storage facilities in deficit areas? 

Secretary Brannan. As a matter of law, no, but that is exact!) 
what they would not do because they were squeezing the farmer | 
denying him access to their storage. 

Senator Arken. The answer is no. 

Point 5, the use of emergency and marginal storage facilities suc! 
as empty airplane hangars, idle ships in the merchant marine, and 
so forth. Was there anything in the 1948 law to prohibit the use of 
emergency and marginal storage facilities such as empty airplan 
hangars, idle ships in the merchant marine, and so forth? 

Secretary Brannan. There was as far as our taking title to that 
We would have to get somebody else to do it for us. 

Senator Arken. Can you take title to the ships under the 1949 law! 

Secretary BRANNAN. No, we took a lease. We could not do it under 
the 1948 act. 

We can take a lease on a hanger but could not do it in 1948 under 
the 1948 act. 

Senator Arken. I thought you testified that you were not storing 
grain in Government-owned property because Congress did not wa 
you to. 

Secretary Brannan. I do not think that we testified to that. 

Senator ArkEN. That will be found in earlier testimony. 

In other words, Mr. Chairman, what I am pointing these up f 
is to show that the storage program on-farm, on-ground, in wnusi 
buildings, the program which was put into effect after the 1948 ac! 
was amended in 1949, in late May, 1949, that the entire program w 
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the exception of the right to buy real estate or lease real estate, could 
have been done just as well in August, September, and October 1948 
and was not done. 

Secretary Brannan. It could practically not have been done at all. 

Take the example of on-the-ground storage. Unless we could have 
moved the wheat into a safe place, in a very short time, it would have 
been an utterly ridiculous thing to make loans on wheat stored on the 
ground. 

Senator Aiken. Where did you move the wheat that was stored on 
the ground in 1949? Into the elevators? 

Secretary Brannan. As a matter of fact, the minute we decided we 
would make loans on wheat on the ground, the elevators opened up 
like somebody had set off a firecracker inside them, and the elevators 
took the wheat. 

Senator Arken. Is it not a fact that up to July 1 and as far as 
that goes, through the summer of—through July of 1948, that you 
placed no order whatever for any kinds of bins, made no effort to 
get bins, either before or after the passage of the act? You did not 
place an order for a single bin in the spring of 1948, did you? 

Secretary Brannan. I was not Secretary, and I am not completely 
conversant with the policy at that time. 

But in the spring of 1948, Senator, there was no wheat on hand of 
any consequence in the country. It was not until the fall of 1948 
that we began to get the big crop, that the big crop of wheat began 
to make itself known. 

Senator Arken. As a matter of fact, there was plenty of storage 
that year for the entire wheat and corn crop, was there not ‘ 

Secretary Brannan. No, sir, Senator, that is the burden of the state- 
ment we have just made here. 

Senator ArkEN. Then did not Mr. Bradley tell us the truth when 
he said that the commercial space was less than 60 percent occupied 
in the fall of 1948¢ Mr. Bradley, director of the Chicago area. 

Secretary Brannan. It all depends, Senator, on what particular 
time he is talking about in 1948. The corn crop, you see, does not 
really start coming on —— 

Senator Aiken. The wind-up of the season. 

Secretary BRANNAN. No, it is not, not until December. Asa matter 
of fact, we formerly did not start making loans until December on 
corn, and in 1948 in order to help this situation we moved up the loan 
period on corn to October 1 to try to relieve the situation. 

Senator ArkEN. Was there any storage for soybeans available in 
the fall of 1948? 

Secretary Brannan. If there were storage facilities available for 
corn, it is available for soybeans or wheat or anything else. 

Senator ArkEN. If you read the record, you will find that Mr. 
Bradley told the committee that space was less than 60 percent occu- 
pied at the end of the 1948 season. I suppose he refers to the calendar 
year. I did not know whether he referred to next June or when. 

Senator Munpr. Mr. Secretary. you said, if I understood correctly, 
that in 1949 you made loans on wheat on the ground and that that 
immediately opened up the elevators so they took the wheat. 

Secretary BRANNAN. That is right. 

Senator Munpr. That having happened in 1949, would it not also 
have happened in 1948 had you made loans on wheat on the ground ¢ 
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Secretary BRANNAN. Well, in 1949 we began to have, we approachied 
it in another way. We leased facilities and otherwise began, we a: 
quired places to build grain bins, we acquired interests in real property 
upon which to erect grain bins. 

Senator Munpr. You said the making of loans on wheat on the 
ground started the elevators to opening up space, which I think you 
believed and you perhaps had reason to believe had been arbitrari|) 
closed to the farmer up to that time. 

Secretary Brannan. Yes. 

Senator Munpr. Now I do not see why, if you had done what you 
did in 1949 in 1948, the psychology of the elevator men would have 
been the same and they would have opened up the elevators. 

Secretary BRANNAN. No; because the then elevator operators wou|(| 
have had us over a barrel because all we could do was to substitute 
ourselves for the position of the farmer. They already had the 
farmer over the barrel, and if we had stepped in and taken the owne: 
ship of the wheat on the ground, they would have had us in the same 
squeeze as they had the farmer, because we could not then move it 
from its place on the ground into leased storage or any other kind 
of storage. 

Senator Munpr. You could have moved it into emergency storage. 
Government-owned storage and hangars and ships and Government 
warehouses. 

Secretary BRANNAN. It is my understanding we would not becaus: 
we would have had to lease those facilities. 

Senator Youne. There was not sufficient boxcars to move it for 
the eastern seaboard at that time. 

The CuatrMan. It is now 12:30, gentlemen. 

Secretary Brannan. Mr. Chairman, while they are looking for this 
material, yesterday I offered for the record, but I do not think that 
it got in there, several items of evidence on this point. 

One of them is a statement which was filed by Senator Clinton P 
Anderson as part of the hearings of the Committee on Agriculture 
and Forestry of the United States Senate regarding S. 900, a bill to 
amend the Commodity Credit Corporation charter, and it appears at 
page 81 of those hearings, and was inserted on February 23, 1949. 

It discusses the precise point which is before the committee which 
Senator Aiken has raised and discusses it in considerable detail. 

The CuarrMan. You mean what is now under discussion ? 

Secretary Brannan. Yes, sir. 

It bears upon it and I would like to place that in the record. 

The CuatmrMan. Without objection it is so ordered. 

Secretary BRANNAN. Copies of these were handed to Senator Aike: 
last night. 

Also there was inquiry made of us by Congressman Clifford Hoy: 
of the House as to what the interpretation of the act as was then 
prevailing, the 1948 proposed bill, and we expressed our views upon 
it, and it is a discussion of the very provisions under consideratio! 
here. 

The CuarrmMan. Without objection it will be put in the record. 

Secretary Brannan. There is also Mr. Hope’s discussion of it 01 
the floor of the House on the exact same subject. 

The CuatrmMan. Without objection, it will be included. 
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(The statement of Secretary Brannan, May 22, 1952, the letter of 
Secretary Brannan to Hon. Clifford A. Hope, June 14, 1948, the state- 
ment of Mr. Anderson of February 23, 1949, and the exc erpt from 
the Congressional Record of June 18, 1948, referred to follow :) 


Exursit No. 98 


STATEMENT BY THE SECRETARY OF AGRICULTURE, CHARLES F’, BRANNAN, REGARDING 
ALLEGED DEPRESSING OF COMMODITY PRICES BY THE DEPARTMENT IN 1948 


I find it necessary to ake a factual explanatory reply to the charges made 
by Senator Aiken at yesterday’s meeting of this committee that the Depart- 
ment of Agriculture worked at or was responsible for depressing farm prices 
in 1948. He has repeated these charges again this morning. 

The most cursory review of the facts will indicate the truth is the exact 
opposite. The Department of Agriculture as administrator of programs author- 
ized and approved by the Congress, including this committee, did a first-class job 
of supporting farm prices and in braking or cushioning the postwar decline 
which took place in 1948 and 1949. 

Altogether, farm prices did decline 25 percent over the 24-month period from 
January 1948 into December 1949. The sharpest breaks came in late January 
and February 1948 when wheat and livestock prices broke sharply downward, 
again in October and November when it became apparent that big crops were in 
sight, especially corn, and again in January and early February 1949. But the 
charge that the Department worked at or tried to depress prices during the 
summer or fall of 1948 or at any time since this administration came to power 
is pure nonsense. As a matter of fact, farm prices recovered a little from the 
January-February break and were fairly stable through the summer until the 
new large crops began to move to market, as they always do at that season. 

I think most economists and competent observers agree that the farm price 
declines in 1948 and 1949 were caused by the easing of the world food crisis, 
by the continuation of high-level farm production in the face of slackening 
demand, and by a general easing of business pressure in the United States 
generally as we begun to catch up both on the farm and industrial fronts with 
the shortages which were left over from World War IT. 

One special factor on the production side, for example, was the fact that the 
short corn crop of 1947 (2,384,000,000 bushels) was followed by the all-time 
record crop of 3,682,000,000 bushels in 1948. Of course prices came down as 
the new corn crop began to move from the fields to market in October, especially 
as compared with the prices for 1947's short crop. 

The record of the Commodity Credit Corporation speaks for itself. As a 
result of wartime demand and the following world food shortages, CCC price- 
support loans and inventories had been reduced to $274,400,000 as of July 31, 
IMS. Over the 19 months from July 31, 1948, to February 28, 1950, CCC-owned 
stocks of agricultural commodities and price-support commitments increased 
$3,761,800,000, totaling $4,036,200,000 on February 28, 1950. As a matter of 
fact, the only way we could have “rigged” or depressed prices in the summer of 
148 would have been to dump large quantities of CCC stocks on the market. 
We didn’t even have such stocks to dump. 

The effect of CCC price-suppert and related activities is clearly and dra- 
matically illustrated by comparison of what happened following World War I. 
In that case, farm prices dropped following the end of the world food shortages 
by over 50 percent within the 12-month period from May 1920 into May 1921 
in terms of our index of prices received by farmers, from 237 on May 15, 1920, 
to 114 on May 15, 1921, basis 1910-14=—100. Compare this with the 1948~49 
— rience: During those 2 years, farm prices dropped 25 percent over a period 

~4 months, a drop only one-half as much over twice as long a period as the 
depression which followed World War Il. That is a record we can all be proud of. 

As a matter of fact, if there is any group who “rigged the market” or worked 
to depress farm markets in 1948 or during the 1948-49 drop, it was those people 
who were trying to leave the impression with the farmers that our farm programs 
were a mistake—that farm price supports were something that could and would 
be dispensed with if only those of us who were willing to stand up and defend 
them could be gotten rid of. 
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Senator Aiken's charge that I played a “dirty trick” on farmers, coming now 
for the first time after 4 years, is a restatement of Governor Dewey's attack of 2 
weeks ago and a frank disclosure of their view of how the fall campaign should 
be waged. It is an attempt to obscure the fact that any artificial and adverse 
influence on prices in 1948 resulted from the inability of farmers to take advan 
tage of the price support legislation by reason of the unavailability of adequate 
storage for the large crop then being harvested, I doubt very much that farmers 
will be deceived by this line of attack. 


Excerpr From STATEMENT BY THE PRESIDENT ON JULY 3, 1948, RecarpINe 8S. 1322 
THE COMMODITY CREDIT CORPORATION CHARTER ACT 

S. 1322 also prohibits the Commodity Credit Corporation from continuing its 
long-standing policy of leasing or acquiring land where necessary for storing 
commodities as close to the farm as possible. This restriction will mean that 
the Corporation will have to ship grain for livestock feeding, for example, from 
farms to distant points for storage, and then later to ship it back again to farm 
areas. This will obviously increase costs for carrying grain reserves. On); 
those special interests who will make money by unnecessary handling of grain 
will profit from this provision—which will in the end be paid for by farmers 
and consumers. 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, June 16, 1948. 
Hon. Currrorp R. Hope, 
Chairman, House Agriculture Committee, 

Dear Mr. Hore: This responds to your oral request for an expression of the 
views of this Department with respect to the effect upon the operations of the 
Commodity Credit Corporation of certain provisions contained in H. R. 6263, 
the Commodity Credit Corporation Charter Act, as reported by the Committee 
on Banking and Currency. 

The bill as reported omits from section 4 containing the general powers of the 
Corporation the power (included in subsec. (h) of sec. 4 as originally introduced) 
to acquire, hold and dispose of such real and personal property as may be ne 
essary in the conduct of the Corporation’s business. This is an essential power 
Obviously, the Corporation could not engage in loan, purchase, sales and other 
operations with respect to agricultural commodities without this power. 

As reported, the bill prohibits the Corporation from acquiring or leasing any 
plant or facility for warehousing, transporting, processing or handling of agri 
cultural commodities or from acquiring cr leasing real property or any interest 
therein except the rental of office space. This prohibition would have the fo! 
lowing harmful effects, among others: 

The Corporation could not, therefore, lease sites for the approximately 
20,000 grain bins which it now maintains for stand-by storage, principally in 
the cornbelt. 

The Corporation could not acquire by lease or otherwise emergency facil 
ties necessary to preserve agricultural commodities. 

The Corporation could not acquire an interest in real property for the 
purpose of securing or discharging debts owing to it or protecting its inter 
ests in foreclosure proceedings. 

The Corporation could not utilize excess storage space owned and macs 
available by other Government agencies despite that economy in Gove! 
ment operations would demand that such space be utilized. 

Your particular attention is called to the last paragraph of section 5 of the 
bill as reported, which reads as follows: 

“In the Corporation’s purchasing and selling operations with respect to 
agricultural commodities (except sales to other Government agencies}, and 
in the warehousing, transporting, processing, or handling of agricultural 
commodities, the Corporation shat! utilize the usnal and customary channels 
facilities, and arrangements of trade and commerce.” 

This provision was originally proposed to the Congress by spokesmen for c¢ 
tain grain trade interests in their appearance before the Senate Committee o1 
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Agriculture and Forestry. The provision was rejected by that committee. 
Among the probable serious adverse effects are the following: 

The CCC could not purchase commodities directly from producers in 
carrying out its price support or other programs. 

The CCC could not sell commodities directly to users or to foreign 
governments. 

The CCC could not utilize its own grain bins or other storage facilities 
even on an emergency basis. 

The CCC could not avail itself of the services of the County Agricultural 
Conservation Associations or Committees in the acquisition, care, and dis- 
position of commodities acquired by the Corporation. 

Doubt would exist as to the utilization of newly formed cooperatives 
where private facilities already existed. 

Section 9 of H. R. 6263 provides that the Board of Directors of the Commodity 
Credit Corporation shall consist of five members, one of whom shall be the 
Secretary of Agriculture or his nominee, and the remaining four shall be 
appointed by the President by and with the advice and consent of the Senate. 
Not more than one-half of the members of the Board could be employees of 
the Corporation or any Department or Agency of the Government. The Secre- 
tary of Agriculture is divested of the authority of general supervision of the 
Corporation. 

The provision in the bill which would prevent a majority of the board from 
holding any other office in the Corporation or the Department of Agriculture 
or elsewhere in the Federal Government is an undesirable one. Service on the 
board, where no other duties are involved, would only take a relatively small 
part of any board member’s time. Therefore, the provision would appear to 
contemplate that a majority of the board would serve on a part-time basis, and 
could devote the balance of their time to their private interests. As a practical 
matter, it is difficult to visualize the effective operation of a board of directors 
so constituted. If the directors did not divest themselves of possible conflicting 
private interests and associations, they as individuals and the board would be 
subject to criticism. Moreover, it would be hard to find persons with the de- 
sirable experience who would be willing to divest themselves of such private 
interests and associations. While generally a weekly meeting of the board 
suffices, it is frequently necessary to call special meetings on a few hours’ notice 
in order to dispose of emergent business. With outside board members, such 
emergency meetings on such short notice would not be possible unless such mem- 
bers permanently resided in or near Washington, D. C. 

Although section 2 of the bill provides that Commodity Credit Corporation 
shall be within the Department of Agriculture, this would be true only in a 
technical sense since the Corporation would be managed by a board of directors 
which would not be responsible to the Secretary of Agriculture. The manage- 
ment of the Corporation by such a board of directors would permit the board to 
adopt policies and carry out programs to which the Secretary was opposed. 
The Secretary of Agriculture could not be charged with over-all responsibility 
for the formulation and administration of the agricultura] programs authorized 
by Congress. Congress and the President would have to look to both the board 
of directors of the Corporation and the Secretary of Agriculture. The Com- 
modity Credit Corporation was transferred to the Department of Agriculture in 
193Y to assure, through the general supervision of the Secretary of Agriculture, 
the effective integration and coordination of its activities with those of the De- 
partment. Experience gained since the transfer has demonstrated the con- 
tinuing need for such integration and coordination. 

Section 10 of the bill provides that responsibility for day-to-day conduct of 
business of the Commodity Credit Corporation shall be vested in a staff of execu- 
tive officers who shall be responsible to the board and shall devote their full 
time to the affairs of the Corporation 

The requirement that the executive officers of Commodity Credit Corporation 
devote full time to its affe'’rs would not only be disadvantageous as far as the 
Corporation is concerned, but also would be a disadvantage to the Department 
as a whole. 

The executive officers of the Corporation now consist of a President, three 
Vice Presidents, a Controller, a Treasurer, and a Secretary. The executive 
officers of the Corporation are also officials of the Production and Marketing 
Administration—for example, the President of Commodity Credit Corporation 
is Administrator of the Production and Marketing Administration and the Vice 
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Presidents of the Corporation are Assistant Administrators of the Producti 
and Marketing Administration. This has made possible the most effective, 
efficient and economical] utilization of the personnel and facilities of the Depar: 
ment of Agriculture. 

Programs of Commodity Credit Corporation are so closely related to ot! 
programs such as those involving section 32 funds that it is essential that they 
be administered by the same officials. Also, price support ties in so closely with 
production goals that it is highly desirable for the officials who are responsi!) 
for the administration of the one to participate in the establishment of the oth: 
The programs of the Corporation at the State and county levels are carried 
to a large extent through committees of farmers that are also responsible for 
other Department activities. These committees should not be required to |, 
to a large number of Department officials for their instructions and guidan: 
The recommendations of farmers at the House long-range agriculture legislatio: 
hearings have indicated a desire to deal with fewer Government officials. 

In view of the vital role that Commodity Credit Corporation plays in th. 
agricultural economy of the Nation, it is sincerely hoped that amendments 
H. R. 6263 will be adopted which will remove the objections to the bill referred 
to above. 

Sincerely yours, 
CHARLES F. BRANNAN, Secretar) 


STATEMENT FILED BY SENATOR CLINTON P. ANDERSON REGARDING S. 900 


The contention has been made by Mr. Walter R. Scott, of the Kansas City 
Board of Trade, in hearings before the Committee on Agriculture and Forestry 
concerned with proposed amendments to the Commodity Credit Corporation 
Charter Act, that section 4 (h) of the Commodity Credit Corporation Charter 
Act applies only to real property and does not impose any restriction upon the 
acquisition of any other type of storage facilities, and a secondary argument 
that, irrespective of the meaning of section 4 (h), another provision in th: 
charter, section 5 (b), was clearly recognized as giving express authority for 
Commodity Credit Corporation to acquire grain bins and similar portable st 
age facilities. Despite my conviction that a reasonably careful reading of sec- 
tion 4 (h) and section 5 (b) of the Charter Act is alone sufficient to demonstrate 
the error of these contentions, I do desire to comment upon them. Section 4 (h) 
reads as follows: 

“(h) May contract for the use, in accordance with the usual customs of trade 
and commerce, of plants and facilities for the physical handling, storage, pro 
essing, servicing, and transportation of the agricultural commodities subject to 
its control. Except as provided in section 16, the Corporation shal] not have 
power to acquire or lease any such plant or facility or to acquire or lease rea! 
property or any interest therein, except that it may rent or lease office spac: 
necessary for the conduct of its business and it may continue to lease (by re 
newing or extending existing leases or entering into new leases) property leased 
by it on the date of the enactment of this act.” 

Section 5 states that the Corporation is authorized to use its general powers 
(which are contained in section 4) only to"“* * * (b) Make available mate 
rials and facilities required in connection with the production and marketing 
of agricultural commodities.” 

Two witnesses before the Senate committee stated that section 5 (b) a 
thorizes the acquisition of portable grain bins and that this fact was recognize 
by me in an analysis of the bill submitted in my capacity as Secretary of Agri 
culture, as well as being recognized by the committee reports prepared in both 
the Senate and House. My analysis and that filed by Senator Aiken (S. Rept 
1022, SOth Cong., 2d sess.) both related to a bill which authorized the Corpora 
tion, in section 4 (h) of the bill, to acquire any interest in real or persona 
property which it deemed necessary or desirable in the conduct of its business 
Under these circumstances, section 5 (b) very properly could be said to authorize 
the acquisition of portable grain bins. House Report No. 1790, Eightieth Co: 
gress, second session, copied these analyses of section 5 (b) despite the changed 
content of section 4 (b). 

Section 5 (b) clearly cannot be considered to authorize the procurement of 
grain bins for the storage of grain owned or controlled by the Corporation once 
the general powers in section 4, which must be employed to carry out the specifi 
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powers in section 5, have been so drastically limited. Not only does section 5 
clearly indicate that the specific powers granted therein can be exercised only 
through the powers granted by section 4, but also the provision in section 4 (h) 
itself excepting from the prohibitions contained therein only transfers of prop 
erty from the old corporation under section 16 negatives any intent that there 
be any additional exceptions from such prohibitions. Obviously, if operations 
under section 5 (b) were intended to be excepted, the phrase in section 4 (h) 
would have read, “except as provided in sections 5 (b) and 16.” 

The contention that section 4 (h) is restricted to real property is dispelled 
by a reading of the section. Section 4 (h) forbids Commodity Credit Corporation 
to acquire or lease “any such plant or facility [for the storage, handling, trans 
portation, ete., of commodities subject to the Corporation’s control] or to acquire 
or lease real property or any interest therein.” The language, “any such plant 
of facility,” would be clearly surplusage and unnecessary if it were intended 
to mean only those plants and facilities which were real property. “Such 
facilities” relates to transportation facilities as well as to storage facilities, 
and these facilities are largely personalty In fact, Mr. H. E. Sanford, appear 
ing before the House Banking and Currency Committee for the National Grain 
Trade Council, stated that he desired the limitation to include, among others, 
barges and boats, which must be classified as personal property 

Even assuming that the restriction is applicable only to real property, its 
hampering effect upon the Corporation’s operations is obvious. For example, 
the Corporation is not only prohibited from acquiring or leasing any storage 
facility which is considered to be real property, but it could not even lease bin 
sites upon which to erect grain bins. 


[Excerpt from Congressional Record June 18, 1948] 


Mr. Horr. Mr. Speaker, I sincerely regret that this bill is being brought up 
under suspension of rules which does not permit amendment. This is a very 
important measure. The Commodity Credit Corporation furnishes the machinery 
through which the price-support programs on agricultural commodities are 
carried out. Without the Commodity Credit Corporation, it would be impossible 
for the Secretary of Agriculture to carry out the mandate of Congress that prices 
on certain agricultural commodities be supported. 

There are two very serious defects in the bill as it now stands. One of them 
is that the bill prohibits the Corporation from acquiring or leasing any plant or 
facility for warehousing, transporting, processing, or handling of agricultural 
commodities, or from acquiring or leasing real property or any interest therein 
except the rental of office space. The bill also contains a provision reading as 
follows: 

“In the Corporation’s leasing and selling operations with respect to agri- 
cultural commodities (except sales to other Government agencies), and in 
the warehousing, transporting, processing, or handling of agricultural com- 
modities, the Corporation shall utilize the usual and customary channels, 
facilities, and arrangements of trade and commerce.” 

These provisions which severely restrict the operations of the Commodity 
Credit Corporation would, in my opinion, make it very difficult for the agency 
to carry out the duties imposed on it by law. However, I shall not detain the 
House with a detailed discussion of these points because my time is limited and 
this particular matter will be discussed by the able gentleman from Minnesota 
(Mr. H. Carl Andersen) a little later in this debate. 

Senator Arken. Mr. Secretary, you stated in your release that you 

~ od , oA , ‘ 4 , . : _) . . 
got out last night that the only way the Commodity Credit Corporation 
could influence a market would be by dumping grain on it; is that 
correct ¢ 

Secretary Brannan. That is about the only way I know of that we 
could influence that market. 

Senator Arken. Suppose you were buying at the rate of 30,000,000 
bushels a month and stopped buying. Would that influence the 
market ? 

Secretary Brannan. I suppose if we were buying and stopped buy- 
ing, that might have some impact on it. 
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Senator Arken. Suppose that the farmers of the country were con 
vinced there was no storage for the crop and had to send it to the 
speculators. Would that influence the market price? 

Secretary Brannan. I am sure that it did influence the market 
price. As a matter of fact, that is part of my statement, Senator. 
Senator Arxen. I have been looking but have not found the tes 
mony of Bradley, but it was to the effect that the end of the 1948 
season found the commercial storage less than 60 percent occupied, 
and I think you will find your records in the Department show that, 

too, because I have read them before. 

The Cuarrman. May I suggest if and when that statement is found 
it be placed in the record at this point? 

Senator Arken. I would like to put the short colloquy in at this 
point to substantiate it. 

The Cuarrman. On the same subject? 

Senator Arken. Yes; and not more than a half page. 

The Cuatrman. That will be done. 

(The statement of Mr. Bradley and the accompanying colloquy 
referred to above is read into the record on p. 1039.) 

Senator A1ken. The statement to which the Senator just made ref.- 
erence—may that go in the record? 

The Cuarrman. The same subject? 

Secretary Brannan. Same subject. 

The CHatrMan. Yes. 

(The statement referred to is set forth before as part of exhibit No 
93.) 

Senator Munpr. There have been a lot of reports and charges and 
countercharges that during the era in discussion, 1948, the Depart 
ment of Agriculture was actually selling grain bins. Did you sel! 
some grain bins at that time ? 

Secretary Brannan. All of that material went in the record this 
morning, and I have been interrogated about it. We will go ove 
it again, 

Senator Munpr. Just “yes” or “no” now, and I will have the 
formation I am looking for. 

Secretary Brannan. Yes; there was a sale of bins during 148. 

Senator Munpr. The details are in the record ¢ 

Secretary Brannan. And the details are in the record. They Wel 
sales to farmers for farmers’ use of bins which we then owned. 

Senator Arken. One question, Mr. Secretary. I believe you stated 

vesterday or the day before that you would recover all the loss fron 
deterioration at the Norris City. Ill, tanks where Cargill stored cor 
I believe you said there would be full restoration of loss in the stor 
age—rather, on the deterioration of corn in that storage. 

Secretary Brannan. I know I said if Cargill is responsible for the 
grain—— ' : 

Senator Arken. I did not say if they were responsible. Were the) 
responsible for the condition of the gr: ‘ain? 

Secretary Brannan. That is the question of negligence to be dete! 
mined by a court. 

Senator Arken. Was not that an identity-preserved contract and 
were not they responsible? If not, we want to know. 

Secretary Brannan. They have an obligation under any contract 
to exercise reasonable care in the preservation of the grain. 
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Senator Arken. I heard from somebody the other day that had a 
lot of elevators and they said, “If they are going to let Cargill off on 
this, they better let us off, too.” 

Now you say that Cargill is resporisible for maintaining the con- 
dition of that corn in the Norris C ity elevator and Norris City tanks ¢ 

Secretary Brannan. That is right, they must exercise reasonable 
diligence and care in the care of it. 

It is an identity-preserved arrangement; yes, sir. 

Senator Arken. And if the corn spoiled, then they are not respon- 
sible for the condition of it? 

Secretary Brannan. If it spoiled as a result of their failure to 
exercise care in the keeping of it. 

Senator Aiken. What care could they exercise? 

Secretary Brannan. Moisture—Well, all types of care for the 
orain. 
~ Senator ArkeN. Have you filed a claim against Cargill ? 

Secretary BRANNAN. I am not sure if we have, but I] am sure we w - 
Senator Kem. Didn't you testify yesterday you were advised | 
counsel that Cargill was responsible to the Government under that 

contract ¢ 

Secretary Brannan. I am saying again that I am advised that they 
are responsible for the careful custody of the grain. 

Senator Kem. That is another thing. 

Secretary BranNAN. They are not insurers of the grain. 

Senator Kem. You testified yesterday you understood they were, 
did you not ? 

Secretary Brannan. I did not testify yesterday that they were 
insurers of the grain. 

Senator Kem. Did you not testify you understood they were re- 
sponsible for the loss and that recovery would be made? 

Secretary Brannan. I think they are. 

Senator ArkEN. Were you going after that million-dollar loss? 

Secretary BRANNAN. Certainly we are. 

Senator Aiken. And if they win, it will be a loss? 

Secretary BRANNAN. Yes. 

Senator ArKEN. Have you a figure for the estimated loss through 
deterioration in the last 3 or 4 years ? 

The CuarrMan. Is that actual or potential ? 

Mr. Kruse. As nearly as we can tell, it is actual. 

The CHAIRMAN. Whiat is it? 

Secretary Brannan. The losses from grain going out of condition 
over the past 15 months amounts to less than one-half of 1 percent 
of the value of grain handled. 

The cash loss has yet to be determined on the basis of claims to be 
filed or now filed and in the process of liquidation. 

The Carman. On this one-half of 1 percent, do you include the 
losses that you may sustain through Cargill, should you be unable 
to recover under the contract ¢ 

Secretary Brannan. Under this particular contract under discus- 
sion; yes, sir. 

The CuarrMan. So that figure includes all actual and potential 
losses ? 

Secretary BRANNAN. Yes; from deterioration. 
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The CuarrMan. That was the question. 

Are there any further questions ¢ 

Senator ArkEN. Will the Secretary advise the committee when 
does put in a claim for this Cargill corn and can he give us an estimate 
of when it will be? 

Secretary Brannan. We will advise the committee. 

The CHairmMan. I understood you yesterday to say you were abou 
to complete the moving out of it and until that is done you do iy 
know the actual losses. 

Secretary Brannan. That is right. 

The Cuamrman. When do you expect to complete it ? 

Secretary Brannan. I think the physical removal of the grain | 
been completed this week or last week, and then the computation w 
be made. 

The Cuarrman. After you get that information, then you would 
be able to tell us how much loss you are about to suffer ¢ 

Secretary Brannan. That is right. 

The Cratrman. And base a suit on that amount, whatever amount 
you determine to base it on. 

Secretary Brannan. That is right. 

Senator ArkeN. Mr. Chairman, one thing more, and so far as | 
know, you can suspend for a while. 

There has been some indication that other members would like to 
hear from Mr. O'Connor. 

The Cuarrman. Is he present ? 

Senator Arxken. I do not think so. I do not know him. 

Senator Kem. I have some additional questions for Mr. Kruse. 

The CuHarrman. The committee will stand in recess until 2 o'clock. 

(At 12:45 p. m., the committee recessed until 2 p. m.) 


AFTERNOON SESSION 


(Present : Senators Ellender (chairman), presiding; Aiken, Young, 
Kem, and Mundt.) 

The CuHarrman. The committee will be in order. 

I understood you wanted to examine Mr. Kruse? 

Senator Kem. Yes. 

Mr. Chairman, the Secretary, Mr. Brannan, and I have had some 
cdliscussion about the comments that he proposes to make on my voting 
record. It is understood that he will mail me in the near future a 
copy of his complaint or charge. I will then have an opportunity to 
examine that. And the Secretary will then return to the committee, 
and I will be afforded an opportunity to cross-examine him in regard 
to the statements that he has made in this memorandum. 

The Cuarrman. All right. -You desire to examine now ? 

Senator Kem. Mr. Kruse. 

The Cuarrman. Proceed, please, sir. 

Secretary Brannan. Has Mr. Cotter indicated whether Mr. O'Co: 
nor is going to be a witness this afternoon? I assumed that the chair 
man, and particularly Mr. Cotter, would like to have me present when 
Mr. O'Connor testifies. 

Mr. Correr. Mr. Secretary, at the request of the committee we got 
in touch with him at lunchtime. He left word he was in court this 
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morning. We have been in touch with his office. He was supposed 
to contact us at 1 o’clock and he did not. They thought he might 
be on his way up here, but they did not know. Andso it is in that kind 
of a status. If they can reach him, he will be here as soon as he can 
get here. 

Secretary Brannan. I assume that whatever facts you intend to 
develop from this gentleman pertain to me. 

Mr. Correr. I do not think Mr. O'Connor ever talked to you, did 
he ? 

Secretary Brannan. To the best of my knowledge, he did not. 

Mr. Correr. He did not claim to. All of his conversation was with 
Mr. McCune. 

Secretary Brannan. All right. I still, Mr. Chairman, am the man 
who made this decision. I still would like, if Mr. O’Connor is go- 
ing to testify, to be around. 

The Cuarman. That is your privilege. 

Secretary Brannan. I would not like to sit around all afternoon. 
If Mr. Cotter can tell us about that, all right. 

The Cuarrman. I hope to get out of here right away. I want to 
get through with this thing today, if I can, that is, hearing these three 
witnesses. I wish you would make every effort to try and get Mr. 
O’Connor this afternoon and find out whether or not he is coming. 

Mr. Correr. If we are not able to get him, does the committee 
still insist that he be heard ¢ 

The Cuarrman. I do not. 

Mr. Correr. Senator Kem ¢ 

Senator Kem. I think Senators Mundt and Aiken were of the opin- 
ion that they should be heard, and I joined in their request. 

The Cuarmman. What do you propose to prove by Mr. O’Connor? 

Mr. Correr. I feel that the main memorandum and its transmittal 
letter are now in the record. He did have some conversations with 
Mr. McCune at the time of Cowart’s meeting with this group in the 
hotel and subsequently, according to Mr. O’Connor, pursuant to which 
he mailed this report to Mr. McCune? 

Secretary Brannan. Mailed a what? 

Mr. Corrrer. This memorandum. 

Secretary Brannan. Yes. 

The Cuarrman. Will you make an effort to determine that? 

Mr. Correr. I will send someone out right now to call his office 
again. 

The Cuarrman. And let us know. 

Senator Kem. So far as I am concerned, Mr. Chairman, the attend- 
ance of the Secretary is not necessary this afternoon. I know he is a 
busy man and has many responsibilities. 

The Cuarmman. I asked him to come back in the event that he was 
needed. 

Senator Kem. I thought he was going to take up the matter of my 
toting record, and he says that he is not scomaien to discuss that. 

The CuatrmMan. We will wait until we hear as to whether Mr. 
O'Connor can come this afternoon, and if it is determined that he can- 
not come then if you desire to leave, Mr. Secretary, you are at liberty 
to do so. 

Secretary Brannan. All right. 

The Cuarrman. All right, Senator Kem. 
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TESTIMONY OF ELMER F. KRUSE, ASSISTANT ADMINISTRATOR FOR 
COMMODITY OPERATIONS, PMA, UNITED STATES DEPARTMENT 
OF AGRICULTURE—Resumed 


Senator Kem. Mr. Kruse, as I understand, you are the administra- 
tive official charged primarily with responsibility of the operation 
at Norris City, Ill., with Cargill, Inc.? 

Mr. Kruse. I managed the Commodity Credit storage programs; 
yes. 
Senator Kem. Did you have charge of that deal at the time 
was made? 

Mr. Kruse. I negotiated the original part of the agreement wit! 
the Cargill people. 

Senator Kem. And you are the author of a letter which amended 
the Uniform Grain Storage Agreement to the extent that a year’s 
income was guaranteed to Cargill; did you not? 

Mr. Kruse. I signed the letter. I did not personally write t! 
letter, 

Senator Kem. Who wrote it? 

Mr. Kruse. I think Jack Tripp wrote it for me. I think he so 
testified. 

Senator Kem. But you assume responsibility for it? 

Mr. Kruse. Yes, sir. 

Senator Kem. Well, now, would you give us the benefit of your 
comments on that letter? 

Mr. Kruse. Yes, very gladly. 

In the discussion leading up to this thing, there was a concern, | 
think by the name of Rogers & Wright of Tulsa, Okla., that had a 
large number of oil tanks at their disposal—whether they owned 
them or had an option on them I do not know—that they were trying 
to interest the Corporation in buying to utilize in the bin program for 
the storage of our grain. And I consistently told them that we could 
not and would not buy any of those tanks. There were a number of 
reasons. ‘They were impractical for our operations under our county 
committeemen, on our county sites where we stored the grain locally, 
and the matter of moving and construction was involved. And I 
presume that they got in touch with Cargill and interested them 
in the Norris City plant. 

Senator Kem. I do not care about going over that entire transaction, 
Mr. Kruse. It has been covered in the 1 ecord, What I am interested 
in are your comments on the unique provision that was introduced 
into the Uniform Grain Storage Agreement to the effect that a year’s 
income should be guaranteed to Cargill. 

Mr. Kruse. I was coming to that, Senator, maybe a little more 
round way than I should have. | 

Senator Kem. The chairman is anxious to get away, and I want 
to cooperate with him, 

The Cu ong That is all right. 

Senator Kem. I did not mean to cut you off. You should cet 
tainly be permitted to say anything that you want to about it, but 
if you would, so far as you can consistently, confine your answers 
to the questions I put to you I think we will expedite this hearing. 
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Mr. Kruse. I shall be as brief as possible unless I feel that some 
background is needed. 

Senator Kem. That is your privilege, sir. 

Mr. Kruse. Yes. 

In this case I would say that the Cargill people, Mr. Grimes, came 
to the office two or three times and talked about the possibilities of 
whether we would be interested in this storage at Norris City. We 
discussed it on the basis of the operation under the uniform grain 
storage agreement, and he wanted to know whether we would enter 
into a storage guaranty extending over several years. I said “No,” 
we would not. Then he came back and said that they would operate 
this plant under the uniform grain storage agreement on an iden- 
tity-preserved basis, which would leave them the responsibility of 
good warehousing and care of the grain, but if with good warehousing 
care it went out of condition, part of that would be our responsibility. 
And it was upon that basis that I instructed Mr. Tripp to prepare 
the letter that I signed. 

And we discussed it at all times on the basis that it was to be at the 
standard rates of the uniform warehousing agreement—And I 
think Mr. Grimes asked this question—I think I can almost verbatim 
give the answer. He said, “Well, if you put in 5 million bushels, 
will you leave it long enough so we can earn a year’s storage ¢” 

And I said, “Yes.” And I said that— 
having stored the 5 million bushels with the charge that goes along with the 
grain when it is put in, which is your in-charge, plus the fact that when it 
is loaded out you will have an out-charge, you will have the possibility of 
earning 1 year’s payments under the Uniform Grain Warehouse Agreement. 

And it was with that thought in mind, very frankly, Senator, that 
I signed this letter. COur own boys tell me that the letter is ambig- 
uous, and having read it, I think it could be interpreted that way, 
but I was merely expressing to you my intent as to what was intended 
to be the policy of the letter. 

Senator Kem. Mr. Grimes has taken a great deal of satisfaction in 
his skill as a legal draftsman in these various papers. Do you find 
any evidence of his fine Italian hand in this letter / 

Mr. Krust. I would put it this way: Not in the letter itself, because 
he was not, to the best of my knowledge, present when Mr. Tripp 
prepared the letter. 1 would, however, say this: that the interpre- 
tation that he placed on the letter was never submitted to me by 
him, and it was not until sometime later that I found out it had 
been made a part of the uniform storage agreement. 

The CuatrmMan. Mr. Cotter has attempted to obtain the presence 
of Mr. O'Connor, and he is unable to locate him, and the probabilities 
are that we will not hear him this afternoon. Without objection, Mr. 
Secretary, you may be excused. 

Senator Kem. That is entirely agreeable, Mr. Chairman. 

The Cuatmrman. I wish to state further that we might take up the 
matter next Wednesday, when we meet in executive session, as to 
whether or not we will call Mr. O'Connor. And if we do decide to 
call him, then we can notify the Secretary if he wants to be present. 
We will try and make it convenient for you to appear, Mr. Secretary. 

Secretary Brannan. Thank you. 
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Senator Arxen. I would like to say, Mr. Chairman, that I calle 
the General Accounting Office this morning to find out how they were 
getting on with their investigations, and they said that they would’ 
probably have some reports for us about, it seems to me, June 9, along 
about June 9 or June 10, in about 2 weeks. I am not asking for 
a prolonged testimony at this time, but I am simply saying that they 
will have those reports available for us. 

Senator Kem. In the meantime—— 

Senator Arken. It should not take too long to receive them. 

The CuatrMan. May I suggest this to the committee, that a fey 
days ago when we decided to resume the hearings as of last Wednesday. 
I immediately got in contact with a representative of the General 
Accounting Office, who is now in this room, with the understanding 
that he would get in touch with Mr. Warren to find out what inves- 
tigations were going on. And I suggested to this individual this 
morning that in all probability the committee would recess today 
until Wednesday at 10 o’clock with the view of holding an executive 
session merely to determine what cases, if any, the General Accounting 
Office is now investigating and to find out what progress is being made 
by them and to find out whether or not our own staff could look into 
similar cases, so that we could complete the investigation. 

Senator Kem. What I was thinking, Mr. Chairman, is that when 
we are informed as to what offices the General Accounting Office 
has gone into, then our staff might go into some of these other offices. 

The Cuarman. That is what I want to do Wednesday when we 
meet in executive session. We can have them look into those charges 
conjointly with the General Accounting Office, in order to determine 
whether we want to go further with them. 

Senator Kem. I had a little different procedure in mind, that our 
staff take the offices that the General Accounting Office was not 
covering, so that there would be a comprehensive examination. 

The Cuarrmman. I understood a week ago from the conversation 
with the gentleman from the General Accounting Office that GAO 
was in the process of looking into a few cases. 

Senator Kem. That is what the Comptroller General told me. 

The Cuarrman. We can get those names, the names of those cases, 
so that we can have our staff go over them and we might save a little 
time. 

Senator Kem. What I was suggesting was that when we get the 
names of those cases, then we will know what other cases we want 
our staff to take up during the interim period, and they can work on 
them. 

The Carman. Surely. 

In addition to having the General Accounting Office present next 
Wednesday, Mr. Cotter will be in a position to report to us as to the 
cases that he thinks ought to be further investigated. 

Senator Kem. That is fine. 

Senator Arxen. I do not know what cases, do not have any idea 
what cases they are working on. 

The Cuarrman. I do not, either. 

Senator Arken. Mr. Weitzel, Mr. Warren’s assistant, spoke to me. 
I told him I thought that if they got any more cases we would like 
to get them as quickly as we could. I did not think that we would 
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have too much time. We have to save some time for drawing up our 
conclusions and writing a report. And I suggested that probably 
that the week of June 9 would be the last that we would be able to 
do that. And he said they would have some ready at that time. He 
did not know whether they would have them all ready at that time 
or not. They will have some more cases ready about the 9th of June. 

Senator Kem. Then at that time the _committee will take action 
with regard to a hearing on the Secretary’s charge that the staff of the 
committee has been guilty of improper conduct ! 

The Cuarrman. Yes. And go over the whole program, Senator. 
We will try to map out our course for future hearings, if we hold any. 
I hope that we do not have to do so in too much detail. 

All right, you may proceed. 

The word comes now that Mr. O'Connor will be here in 10 min- 
utes. Mr. Secretary, I guess you might as well remain. 

Senator Arken. i found the material I was looking for, Mr, Chair- 
man, finally. That is the discussion with Mr. Bradley when he 
appeared. Mr. Bradley, I think, is the director of the Chicago area 
of the PMA. That was on April 28th. 

Mr. Bradley said, beginning on page 1039 [reading] : 

In 1948 there was a big crop. I do not know that anyone was denied a loan 
on a 1948 crop, if it was eligible grain. 

Senator A1keN. I had complaints. One man told me he sold 1,500 bags of 
beans—he had to sell them to speculators for $1.65 less than the market price 
because Commodity Credit Corporation told him there was no storage; they 
conld not make his loan unless there was storage for him. 

I just wondered what the explanation was when you only had one-half as 
much in storage—why during the summer of 1948 and the fall of 1948 the farmers 
were told they could not get loans because they could not properly store their 
grain. 

Mr. Brapiey. I could not answer that question because the loan program was 
available. 

Senator AIKEN. I will not press it any further. I only know it was so. 

Mr. Braptey. These were beans? 

Senator ArkeEN. These were beans. I happened to think of an Illinois case, 
and he said he had to sell them for what he could get. 

I do not recall the man’s name; it was an Illinois case, but he came 
to me at a meeting I was speaking to out there. [| Continues reading :] 

It was obvious he could not even sell them to a speculator if there was no 
storage. I believe that fall in 1948 that the warehouses, as it turned out, 
were 60 percent filled ; something like that. 

Mr. BrapLey. Not more than that, I am pretty sure, in 1948. 


And over here Mr. Bradley further testifies in regard to the ware- 
houses which they had to use. This is on page 1038. [Continues 
reading : | 


Mr. Brapitey. The number of warehouses by years that were approved for 
storage, 791 in 1948, 3,875 in 1949, 2,481 in 1950, 3,239 in 1951. That is the 
typographical error that I referred to. 

Mr. Correr. Is this the one, this is really 3,000? 

Mr. BrRab.ey. It is 3,000. 

Senator AIKEN. How many for 1948; did you say? 

Mr. BraApwey. 791. 

Senator AITKEN. What size warehouses are involved here? 

Mr. BraplLey. That includes all warehouses that were approved under the 

mtract. 

Senator AIKEN. Does it include farm storage warehouses? 

Mr. BRADLEY. It does not. It includes the country elevators and the terminal 
warehouses. 
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Senator ATKEN. Does it include hanger type storages? 

Mr. Brapiey. If they were in connection with a country warehouse operat 
they would be included. 

Senator AIKEN. Why were there four times as many approved in 1949 
1948? 

Mr. Brapigy. From 1943 on to 1949 the amount of grain which we wer 
handling was extremely low; in fact, practically all we had at that time was 
what we purchased for supply. 

Mr. Correr. No heavy take-over under your support plan? 

Mr. Brapiey. We had no take-over. 

Senator AIKEN. No heavy take-over in 1948 under the support plan, you s; 

Mr. Braptey. That is correct. 

So that is why it was only necessary to approve a comparatively 
few commercial warehouses in the fall of 1948 to accomodate the needs 
of the Commodity Credit Corporation. That is what has puzzled ny 
all of the time. 


TESTIMONY OF HON. CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE—Resumed 


Secretary BRANNAN. Puzzled or not, Senator—— 

Senator Arken. I was out in Iowa, and Illinois, about the 15th of 
November 1948, and | was getting complaints from farmers out ther 
that they could not get loans; they had to dump the grain, because 
they were told they could not get a loan unless it was properly stored 
and there was not storage for them, and I tried to point out to them 
the facts of the thing, all I got out of them was, “Why did you not te! 
us about this 3 weeks ago?” 

Secretary Brannan. If that was the question, if that was a 
question —— 

Senator A1kEN. They certainly had the impression they had bee: 
told there was no storage. 

Secretary Brannan. They had been told so at the elevator. not 
by the Government, but at the elevator. Certainly, they were told so, 
and the reason fort it was obvious, the same reason that brought a! 
of the elevator people in here to get the amendment which we frank!) 
admitted you fought but unsuccessfully fought. And, Senator, if 
1 can just refresh your memory on it—lI believe the memorandum 
in your files—it is the suggestions to the Senate members of the cor 
ference committee at the time the 1948 charter was granted. I assume 
you received a copy of it, although the knowledge as to whether yo 
did or not lies in the possession of Mr. Woolle¥ at this time rathie 
than in my possession. 

In that we said, point 5, that we would hope the Senate should 
sist on its version of subsection (a) of section 4. The Senate sub 
section authorizes the corporation to acquire, hold, and dispose of 
such real or personal property or any interest therein as it deems 
necessary or desirable in the conduct of its business. The Hous 
version precludes the acquisition—I repeat, the House version pri 
cludes the acquisition of any real property or interest therein by leas: 
or otherwise, except the rental of office space and such properties 01 
leasehold interests which the corporation now has. 

The corporation thus could not take a mortgage on real estate or 
acquire property on foreclosure, or sale to protect any of its invest 
ments and would further be precluded from securing space on whic! 
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to locate its many grain-storage bins utilized for farm storage or 
storage at country points where elevators are unable to store surplus 
grain. 

In other words, Senator, you may differ with the interpretation 
that was placed on the House version, but the one point I hope you 
do not insist upon is that we changed our position before and after 
the act was passed. We did not. We always opposed the House act 
as vigorously as we knew how. 

Senator Aiken. Mr. Secretary, why in the fall of 1948 did you 
only approve 791 warehouses for storage, whereas the next year you 
approved 3.875. Certainly, that number was not built in the 
meantime. 

Secretary BRANNAN. Senator, the difference was in the quantity of 
erain which had to be stored. 

Senator ArKkEN. Because they were not needed; was it not? You 
approved what you estimated to be needed to store the grain that you 
had loans or purchases on ¢ 

Secretary Brannan. We approved them where we could get access 
to them for the storage of grain which had come into our possession. 
You see, the grain did not come into our possession immediately in 
1948. It came into our ownership in 1949 when the loans began to 
expire. 

Senator Aiken. Mr. Chairman, I have a lot of excerpts from 
speeches that were made that year. Here is one that President Tru- 
man made in Iowa, the Lkth of September in regard to the bins. He 
says | reading]: 

These big lobbyists and speculators persuaded the Congress not to provide 
storage bins for the farmers. They tied the hands of the administration. They 
are preventing us from setting up storage bins that you will need in order to 
get the support price for your grain. When farmers have to sell their wheat 
below the support price because they have no place to store it, they can thank 
this same Republican Congress that gave speculating grain traders a rake-off 
at your expense. 

He made this speech on Saturday, and the price of wheat went 
down 4 cents more on Monday. 

It was those speeches all through the West indicating that there 
was no storage that kept the price of grain at the comparatively low 
level. 

Secretary Brannan. What the President said is that there was 
no storage available to farmers: that the elevator operators were 
refusing it to farmers. 

Senator Arken. But you sold. 

Secretary Brannan. I sure do agree with you that those speeches 
were the thing that turned the trick. 

Senator Aiken. You were selling. Those speeches turned the trick, 
all right. ‘ 

The Cuarrman. All right. 

Senator Arken. I have complimented you more than once, Mr. 
Secretary, on the election of the President virtually single-handed. 

Secretary Brannan. I do not accept your view, Senator. 

The Cuatrman. Senator Kem. 

Senator Kem. Senator Aiken’s, as IT understand it, admiration for 
the Secretary’s cleverness is not equaled by his admiration for his 
veracity and adherence to the facts; is that correct ? 
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Secretary Brannan. Well, now, that is your opinion. 

Senator Kem. I understand that is Senator Aiken’s opinion from 
what he said here. 

Senator ArkEN. Well, I have no comment on that, Mr. Chairma: 

The Cuarman. Let us proceed. 

Senator Arken. I know that in election time our party, Senator 
Kem, had every opportunity to refute this. Senator Ellender aske«| 
me the other day 2 I did not tell this story a long time ago. I did. 
but could not get it over. Nobody paid any attention. 

Secretary BRANNAN. They tried it twice. 

The Cuarrman. All right, Senator Kem. 

Senator Kem. Well, now, Mr. Kruse, have you any explanation for 
the presence in this letter ‘that you wrote to Cargill & Co. of this 
ambiguous and rather unusual language ? 

Mr. Kruse. No, slr; I do not. 

Senator Kem. All right. 

Mr. Kruse. I only want to say that it was my understanding of it 
when it was written and my intent that the interpretation that was 
placed on it was not the interpretation that I intended. 

Senator Kem. Well, now, did you have the primary responsibility 
for the transactions with (¢ ‘argill in which wheat was purchased for 
export at spot prices when the delivery was made several months 
thereafter / 

Mr. Kruse. That responsibility falls under the Assistant Adminis- 
trator for Commodity Operations. It is under the supervision of 
the Grain Branch and as such formulated through our Minneapolis 
office. 

Senator Kem. Did you have to do with that contract? Was it 
brought to your attention / 

Mr. Kruse. No, sir. 

Senator Kem. You had no personal connection with the amendment 
of the contract? 

Mr. Kruse. No, sir. 

Senator Kem. Which provided for the deferred delivery / 

Mr. Kruse. I did not. 

Senator Kem. Did you know it was made at the time? 

Mr. Kruse. No, sir 

Senator Kem. When did you first learn that this amendment had 
been attached to the contract ? 

Mr. Kruse. I think that came out about a year later when our own 
audit boys and the C. & I. boys were checking our regular operations 
in the office. 

Senator Kem. Well, now, do these local commodity offices have the 
authority and the privilege to bind the Government in contracts in- 
volving millions of dollars without any specific authority or check 
here in Washington ¢ 

Mr. Kruse. No; those operations are directly under the particular 
branch that handles that commodity. The grain dealings specifically 
are supervised by the Grain Branch; the cotton dealings are supervised 
by the Cotton Branch; the fats and oils by the Fats and Oils Branch. 
All of it, however, comes under my general responsibility. 

Senator Kem. What I am surprised at and amazed at is that the 
local commodity office in Minneapolis could amend a contract under 
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which it has been testified that the Government lost $500,000 to 
$1,000,000 without your knowledge until a year after or the knowledge 
of anybody here in Washington. Is that the usual course of events? 

Mr. Kruse. Well, it is not usual to make that kind of contract, 
that we do, if that is the answer that you are seeking. On the other 
hand, however 

Senator Kem. Is that situation usual ? 

Mr. Kruse (continuing). They are given—let me finish this, 
please 

Senator Kem. Yes. 

Mr. Kruse (continuing). They are given by the Board of Direc- 
tors of the Commodity Credit Corporation contracting authority 
within certain prescribed limitations. 

Senator Kem. What are those limitations ? 

Mr. Kruse. Those limitations are that, for contracts, regarding the 
particular commodity for which they are responisble under the 
general policy laid down by the Board and under the guidance of the 
particular branch of PMA that is responsible for that commodity, 
to exercise the operation of the support-price programs on that com- 
modity. And that also holds true for your ASP program which we 
call the agricultural supply program where we buy for other Govern- 
ment agencies, such as this particular deal was. 

Senator Kem. They then have the authority to make all contracts 
involving the purchase of commodities under the price-support pro- 
gram ¢ 

Mr. Kruse. Normally, we do not purchase very many commodities. 
Most of them go through the loan route, but those that we purchase 
under the price-support program, under the supervision of the branch 
that has charge of that particular commodity, they have that author- 
ity. That is right. 

Senator Kem. In this case it involved the purchase of wheat for 
export. 

Mr. Kruse. That is right. 

Senator Kem. Under the ECA? 

Mr. Kruse. Yes. 

Senator Kem. In any future purchases will the local branch offices 
have entire authority in that connection ? 

Mr. Kruse. May I outline just very briefly how that operates? 
In the first place, we have a procedure that was established, I think— 
I have the exact date here—in June 1950, I think, whereby when 
the Army or ECA or whatever other Government agency comes by 
and makes a request for us to procure agricultural commodities for 
them they make their request in writing to the particular branch 
that handles that commodity. That branch then notifies me. The 
Director of the Fiscal Branch and the director of the particular 
branch that is involved, and myself form a committee of three that 
will look at this request to see whether the proper financial arrange- 
ments have been made. And we sell only on cash on the barrelhead 
basis, and if the financial arrangements are proper and if it is proper 
from the supply of the commodity that is available that we remove 
from the domestic supply the amount that is requested. That having 
been decided by this committee I sign the letter of authorization to 
the branch that is involved in this particular item, the grain pur- 
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chases, or any one similar to that it would be to the Grain Branch— 
authorizing them within the specific amount of money that the other 
agency has made available within the specific quantity and amount 
that they have made available and the quality definition that the) 
had set forth to go ahead and make such purchases. 

They then analyze the supply of that commodity, where it is located. 
If there is a greater supply of wheat in the Gulf area than there is i: 
the Minneapolis area, they might well instruct the Kansas City or 
the Dallas office to do the buying for this particular contract. 

Senator Kem. Everything you have told us up to the present pr 
the Washington office has rather close supervision and control . 
What I am asking you about is how the Minneapolis office had the 
right to amend this contract in such a drastic way in a manner that 
you did not know about for a year later. 

Mr. Kruse. Well, I was about to cover part of that by saying that 
this particular branch then authorizes these various Commodity 
offices to proceed along those lines. And I would presume and | 
think it has within the authorization as the contracting officer that 
is given them by the Administrator, and under the supervision of 
the Board, that they enter into these contracts and they are binding 
contracts. 

Then when the Army or the ECA, as the case might be in this 
particular case, did not need the grain as quickly at the port as they 
had first indicated, they, undoubtedly, so reported. And having 
such a report the other arrangement was made with Cargill. 

We saved money for the Government doing that. On the other 
hand, I have no excuse for not having pursued if we could have got 
ten a stronger renegotiation of the contract. 

Senator Kem. This supervision extends up to the signing of the 
original contract, but does not extend beyond that point? 

Mr. Kruse. That is right. 

Senator Arken. Mr. Chairman, I thought it might be interesting 
to hear this. I have a newspaper clipping of this birthday party 
given by Mr. Cowart. I hope the Secretary of Agriculture will not 
feel slighted because I do not find his name on the list of those present 

It says: 

President Truman, House Democrats, and Republicans all paid tribute 
House Democratic Leader Sam Rayburn on his sixty-sixth birthday. Th: 
Chief Executive unexpectedly walked in on the little birthday luncheon of ol 
friends given him at the Capitol. Only a few minute earlier Sam Raybun 
with tears welling in his eyes had listened to the praise of his colleagues « 
both sides of the aisle. He received a standing ovation from the entire men 
bership of the House in which he served 35 years. It was House Republica: 
Leader Charles Halleck of Indiana who sparked the surprise celebration. 

This is under date of January 7, 1948: 

Halleck emphasized Sam Rayburn’s integrity and fine sense of sportsmanship 
“But the Texan appears to be getting younger every day and, of course, I 4 
not want him to be too young and vigorous, because I have trouble enough with 
him now.” 

Speaking for the Democrats, Representative Eugene Cox of Georgia called 
Rayburn genuine, strong, wise and good. “But no one has ever served in Con 
gress who has more completely won the love and confidence of his colleagues 
than Rayburn,” Cox declared. 

Representative Frances Bolton of Ohio took the floor— 
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This all occurred on the floor, I take it, and not at the party— 
to tell the House that Rayburn was a statesman of vision who recognized the 
great responsibilities of the Nation. 

Rayburn was already sitting down at luncheon, ready to take his first mouth- 
ful of broiled salmon steak when President Truman, who had arrived very 
quietly, appeared for his surprise visit. Laughing at Rayburn’s start of amaze- 
ment, Mr. Truman stepped into the same room where as Vice President he first 
got the fateful news that he must assume the responsibility of the Presidency. 

The luncheon was given by Jack Cowart, the long time friend of Rayburn 
from Texas and now employee relations officer of the Agricultural Department 
Production and Marketing Administration 

Now we know what he did: 

United States Court of Claims Judge Marvin Jones, former Amarillo Congress- 
man, Tom Clark, also of Texas were present. 

Other guests included Representatives Eugene Worley and Wright Patman, 
both Texas Democrats, Mr. Gilmore of El Paso, who now heads the PMA, Ralph 
Trigg, Deputy Administrator of the same branch, Elsie Home, Assistant Ad- 
ministrator, R. Douglas Smith, Personnel Director, Martin Hudtloff, Control- 
ler, and Robert W. Herder, Budget and Management Branch, James E. Barnes, 
retired businessman and fishing companion of Rayburn, and James N. Barnes, 
former White House administrative assistant, completed the list. 

Apparently, Mr. Cowart was not kidding when he said he knew 
people in high places. I do not find your name there, Mr. Secretary. 

Secretary Brannan. Now that you read the account I am quite 
certain that I was not there. I am sure I was invited, though, and 
I wish I had been there. 

The Cuarmman. Thank you very much. 

Secretary Brannan. I did not see anything new in that, unless 
somebody else wants to Inquire. 

The CuarrmMan. You may be excused. Thank you very much for 
your attending. 

All right, Senator Kem. 

Senator Kem. Mr. Kruse. will you explain your interest in the 
acquisition of contracts of Commodity Credit Corporation by a group 
who acquired the Baton Rouge warehouse facilities ? 

Mr. Kruse. | had no interest, sir. 

Senator Kem. You did not have any financial interest. I did not 
mean to suggest that. But you interested yourself in the transaction, 
did you not ¢ 

Mr. Kruse. I was brought into that. ves. 

Mr. Trigg who was the administrator at that time, told me that he 
had had complaints from certain people that they had not received 
the consideration which they felt they were entitled to and he asked 
me whether I would have Hudtloff go down there and meet with these 
people and find out what the whole situation was and come back and 
report it. 

Senator Kem. Was there something said about the situation being 
hot politically ¢ 

Mr. Kruse. Not to me. 

Senator Kem. You did not hear any talk about that? 

Mr. Kruse. No, sir. 

Senator Kem. Was it not somewhat unusual to send a representa- 
tive of the Department as far as New Orleans on a mission of this 
kind ¢ 

Mr. Kruse. Yes, sir, but at the request of the Administrator, 
who is my boss, I do certain things. 








2126 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Senator Kem. You are merely carrying out orders ? 

Mr. Kruse. That is right. 

Senator Kem. Did you know Jack Cowart at that time? 

Mr. Kruse. Yes, sir. 

Senator Kem. What was your relationship with Jack Cowart? 

Mr. Kruse. Very casual. I want to correct the record, if it so 
states—the newspapers indicated that he was an assistant of mine, 
which is not true. 

Senator Arken. Was he employee relations counsel as the new 
item refers to him? 

Mr. Kruse. Not to my knowledge, Senator. He was working d 
rectly with the Administrator and as such reported to him. And my 
connections with him were very casual. 

Senator Kem. Well now, how did he come into the Baton Rone 
warehouse transaction ? 

Mr. Kruse. That I do not know, sir. 

Senator Kem. He was active in it, was he not? 

Mr. Kruse. Yes, sir. 

Senator Kem. You do not know what brought him into it? 

Mr. Kruse. No, sir. 

Senator Kem. It goes without saying you did not know anything 
about his mother-in-law having stock in the warehouse company ‘/ 

Mr. Kruse. No, sir, I did not. 

Senator Kem. When did you hear about that the first time? 

Mr. Kruse. When our C. and I. boys investigated it after Mr. Cowart 
had already been indicted on the charge connected with the Capita! 
Prefab. 

Senator Kem. Did that explain anything that you had wondered 
about ¢ 

Mr. Kruse. Yes, I think perhaps it did. 

Senator Kem. Will you tell us what that was? 

Mr. Kruse. Well, when this conference had been held out ther 
at New Orleans and Mr. Hudtlotf come back and reported to me what 
the situation was, he said he thought the warehouse was a good ware 
house for certain things. There was a question of whether the prope: 
transit rights could be obtained however. He explained to them 
great detail that we would not reship any cotton and put it there, 
but he said the facilities were O. K. and he had so explained, and he 
also informed me that Mr. Cowart had been there at that conference 
And as far as I knew neither Mr. Hudtloff nor I expected Mr. Cowart 
to be at that conference. We had not informed him of it. 

Then Mr. Hudtloff asked me whether I thought Mr. Cowart had 
any interest in this thing. And I think Mr. Hudtloff and I together 
went to the Administrator and appraised him of the situation and 
asked him whether he knew of any such interest and he said, “No,” 
but he called in Mr. Cowart and Mr. Cowart swore by all that was 
good and holy and crossed his heart and hoped to die, I think those 
were about the words he used that he had no interest. 

Senator Kem. Well now, could you fix the time of this conversa 
tion between Mr. Cowart and Mr. Ralph Trigg? 

Mr. Kruse. I could only fix it this way. That it was at the time 
that the Baton Rouge thing was under 

Senator Kem. About when was that? 
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Mr. Kruse. I think that was in 1949. I believe I would have to 
go back. 

The Cuarrman. October? 

Mr. Kruse. In the fall of 1949. 

Senator Kem. 1949? 

Mr. Kruse. I think that was in 1949. I believe I would have to 

Mr. Kruse. Yes. 

Senator Kem. And so that had already transpired when the memo- 
randum from Mr. O’Connor regarding Jack Cowart reached the Sec- 
retary through Mr. McCune on July 3, 1950, on or about ¢ 

Mr. Kruse. I knew nothing about the memorandum, but this is the 
time that this transpired. 

Senator Kem. So that had already transpired when the Scretary 
got the O'Connor memorandum, is that right ¢ 

Mr. Kruse. If the date on the other was in 1950, yes. I may say 
for Mr. Trigg, who was the administrator at this time, that he asked 
our C. and L. people to check on Mr. Cowart to see whether he had an 
interest. 

Senator Kem. Is it not rather unusual when such conversations 
were being had with regard to Mr. Cowart who had a responsible place 
in the Department that no information in regard to these conversa- 
tions should have found its way to the Secretary ¢ 

Mr. Kruse. It was not my responsibility. And it is not for me 
to carry things of that nature when they involve the Administrator. 
That is the Administrator’s responsibility. 

Senator Kem. That is right, but you agree that it is rather unusual 
that those facts should not have reached the ear of the Secretary as 
he has testified ? 

Mr. Kruse. That could be so. 

Senator Kem. It is rather unusual that it should not ? 

Mr. Kruse. Yes. 

Senator Kem. Is there anything else that you would like to say 
for the information of the committee regarding the Baton Rouge ware- 
house transaction or Mr. Cowart’s connection with it? 

Mr. Kruse. Not particularly that I know of. I think the record of 
what we put in there will speak for itself and show that we did not 
reconcentrate any cotton to please that warehouse. 

Senator Kem. As I understand, you failed to give approval to 
the recommendations set forth by Mr. Hudtloff in his memorandum 
of May 1951 with respect to tightening storage operations in the field, 
= that correct? 

Mr. Kruse. Yes; that is correct. 

Senator Kem. Will you tell us why you withheld your approval? 

Mr. Kruse. Yes. Might I say that in the first place that this 
memorandum was submitted when both the Colonel and myself were 
absent from the office—submitted by his assistant to my assistant. 

Senator Kem. Whom do you mean by the colonel ? 

Mr. Kruse. Colonel Hudtloff. I am sorry, I always call him 
colonel. 

I was acquainted with the contents of the memorandum, and we did 
not send that memorandum and did not approve that memorandum 
for several reasons. 
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In the first place, it was addressed to both the county PMA offices 
and the Commodity offices and it referred to the inventory contro] 
which is entirely under the Commodity offices and not under the stat: 
and county offices. 

In the second place, it talked about the United States Warehous 
Act and the Commodity Credit Corporation Storage Act. And | 
have no responsibility under the Warehouse Act which comes unde: 
the responsibility of the marketing people. It is an act of adminis 
tration. 

And because those two were interwoven together we did not ap 
prove the memorandum. 

1 would like to call your attention, however, the fact that on June 
13 we sent a telegram, not a letter, a teletype to our various Commod 
ity offices pointing out the very pertinent things that were stressed 
in the colonel’s letter, and this was also prepared in the colonel’s shop 
and was signed by us the day that he presented it to us. 

Senator Kem. When was that, approximately ¢ 

Mr. Kruse. June 13, and if you would like—— 

Senator Kem. So are we to understand that the recommendations 
contained in Colonel Hudtloff’s memorandum of May 1951 were cai 
ried out by you during the following month? 

Mr. Kruse. Within a shorter time than that and within a couple 
of weeks. 

Senator Kem. Sometime during May? Sometime during June? 

Mr. Kruse. That is right, June 13. 

Senator Kem. There must have been a lapse there of a couple of 
weeks then. 

Mr. Kruse. The colonel reconstructed the dates for me, and as near 
as he can figure out that memorandum was submitted to our office 
on May 26. 

Senator Kem. June 13 you sent out a telegram that embodied sub- 
stantially the recommendations in this memorandum ? 

Mr. Kruse. That is right. 

Senator Kem. Will you tell us the basis for the switch of the ware- 
housing storage functions between the shipping and storage branch, 
subsequently known as the Transportation and Warehousing Branch 
in the commodity branches? 

Mr. Kruse. Yes, I think I can very simply. There are two differ- 
ent schools of thought how this can best be handled. 

The one is the functional type of school of thought and the other 
one is the commodity type of school of thought. 

It so happens that the former administrator was inclined toward the 
functional type of thinking and the present administrator is inclined 
somewhat toward the commodity type of thinking. I think that is 
the answer. : 

Senator Kem. And do you feel that the change has worked well 
and been in the public interest ? 

Mr. Kruse. There are certain advantages either way. 

Senator Kem. On the balance where do you think the advantage 
lies ¢ 

Mr. Kruse. Well, from my personal standpoint the commodity oper- 
ation basis is the simpler. 
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Senator Kem. And so far as you are concerned you would be in- 
clined to continue ¢ 

Mr. Kruse. I would be inclined to continue with it, that is right. 

Senator Kem. Are you familiar with the facts concerning the 
Parker, Rendell. Jacobson, Sutterly bin site in the South Dakota PMA 
office ¢ 

Mr. Kruse. No, I do not think I am. 

Senator Kem. Those are transactions, I understand, that led to the 
firing of the State officials there and subsequent business transactions 
of these officials with the same State PMA office. 

Mr. Kruse. The hiring or the appointing and the firing and the 
supervision of the State officials is not under my jurisdiction. That 
comes under the jurisdiction of the assistant administrator for pro- 
duction, sir. 

Senator Kem. You are not familiar with that South Dakota 
situation ¢ 

Mr. Kruse. Not too well. sir. 

Senator Kem. What do vou have to say with reference to the testi- 
mony of Latham White, former director of the Dallas commodity 
office with respect to his request for additional personnel for C. and I. 
to handle conversion cases ? 

Mr. Kruse. I think there is no question the record is amply clear 
that Mr. White indicated that after we had prodded him occasionally 
that more attention needed to be paid to these conversion cases as I 
think will be well exemplified by my telegram of July 18, 1951 

Senator Kem. Yes, you misunderstood my question. The question 
was, What do you have to say with respect to his request for additional 
personnel for the C. and I. to handle these cases ? 

Mr. Krt SE. And I answered that there was ho doubt the record was 
clear that he had asked for additional help, but onlv after we had 
prodded him very considerably that greater attention needed to be 
paid to it. 

Senator Kem. Was attention given to his request for additional 
help? 

Mr. Kruse. Yes, it was. 

Senator Kem. How much additional help did he get? 

Mr. Kruse. We immediately shifted as much as we possibly could 
from our Auditing Branch to check on the country elevators, and 
from time to time as personnel were available and it took a period of 
time because your investigators of the caliber and the class that Mr. 
Duggan employs are not the easiest men to get—as they were avail- 
able they were placed in that district. 

Senator Kem. How many were made available then without what 
time ? 

Mr. Kruse. I would say within a period of 6 months probably 
10 additional investigators. 

Senator Kem. Is that adequate to cope with the situation, if they 
had worked properly ¢ 

Mr. Krouseg. I do not know whether I can answer that or not. Let 
me put it this way that, certainly, with the rapidity with having 
doubled our audit force in there and the amount of cases that were 
breaking there, that these investigators were not finding it possible 
to get the investigations finished as quickly as we might have desired. 
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Senator Kem. Well, the breakdown in the handling of these « 
version cases in the Dallas office is admitted, is it not ¢ 

Mr. Kruse. I think it it. 

Senator Kem. Well now, what I am trying to get at is, is that < 
to a lack of personnel or a lack of diligence on the part of the person. 
charged with that responsibility ? 

Mr. Kruse. I think the Secretary stated that the dismissal of M: 
White and Mr. Solomon was predicated upon their failure to prop 
erly manage the office and I, personally, have a feeling that there wa. 
not too good follow through on the loading orders to see whether the 
were complied with. That, certainly, did not contribute to finding ow 
at the earliest date when bad conditions existed. 

Senator Kem. Do you feel that the personnel charged with tha 
a pepe was guilty of a lack of diligence and industr vy, or do yo 

feel that the breakdown was due to some “othe or factors? 

Mr. Kruse. Well, the regulations and the orders which they had 
follow as to how they were to operate were clear enough. It was 
not properly managed and lemme followed through. 

Senator Kem. Did you place the responsibility on the personn 
or on the management ¢ 

Mr. Kruse. As I have to assume responsibility for personnel that 
works under me, I likewise look to responsibility for the people th 
I had placed in charge or was responsible for it in that office. 

Senator Kem. What comments do you have to offer with respec 
to the testimony of Latham White in regard to the policy directives 
with respect to handling conversion cases ¢ 

Mr. Kruse. I do not know just exactly what you refer to, Senator 

Senator Kem. Did he not testify that he did not have the proper 
directives from Washington to enable him to cope with the situatio: 
that confronted him ? 

Mr. Kruse. I do not know. 

Senator Kem. That he did not get the cooperation in the Wash 
ington office that he had reason to expect in view of the character 
of his own problems there in that district office ? 

Mr. Kruse. I think he testified as I have heard to the extent that 
he did not get the C. and I. reports as quickly completed as he thought 
they should have been. 

Senator Kem. Did he not also testify that on numerous occasions 
he had asked for certain cooperation of the Washington office that 
was not forthcoming promptly ¢ 

Mr. Kruse. I do not know, sir. 

Senator Kem. You do not recall any occasions in which you failed 
to give him the coope ‘ration and the backing up that he was entitled 
to as manager of that office? 

Mr. Kruse. No. I do not. Ithink Latham White himself would 
say, if I asked him. “Did I work closely with you and try to help you 
all that I could.” T think he would say, “Yes.” 

Senator Kem. How about the policy with respect to the inspection 
of grain warehouses? As I recall he thought that that should have 
been done and recommended it before the serious troubles developed. 

Mr. Kruse. I have no knowledge or memory of his so recom- 
mending it, but, undoubtedly, if he says he did, we discussed it at one 
of our area meetings where we had all of our commodity office directors 
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together, which we like to meet with them on a quarterly basis to 
discuss the problems. And it may have come up in the discussion 
there. 

Senator Kem. My recollection is that he said you had a regional 
meeting at Atlanta and he discussed it there. 

Mr. Kruse. Yes. It was quite thoroughly discussed there. That 
was this last fall. 

Senator Kem. Did he not also discuss it over the telephone with 

you and others? 
’ Mr. Kruse. I would honestly—I would have to say I do not know. 
He may have. I like to point out, however, that as early as 1951 
we gave the authority to all of our area directors where, if they felt 
the need of, they could call upon the State and county committees to 
help them on the local inspection of these warehouses. 

Senator Kem. He thought that he had an excess personnel in cer- 
tain branchés of his staff and less personnel than was necessary in 
other branches. As I recall, he thought that he was rather amply 
supplied with publicity men and that some of his publicity men would 
have made good inspectors, if he could have used them in that respect. 

What comment have you to make on that? 

Mr. Kruse. As far as I know, he had no publicity men. 

Senator Kem. He had none? 

Mr. Kruse. The Department has an area news or release office 
over there, but they were not directly under Mr. White. 

Senator Kem. I did not mean they were under Mr. White, but they 
were located there in the Dallas office, were they not / 

Mr. Kruse. If I remember the particular statement, and I have not 


had the privilege of reviewing all of that testimony, the particular 
statement was whether the man that was at the head of the news 
work there would not have been a good man to have used in some of 


this work. 

Senator Kem. Yes. 

Mr. Kruse. And I think Mr. White said, I think he would have 
been an excellent man. 

Senator Kem. He would have? 

Mr. Kruse. Yes. 

Senator Kem. Do you agree / 

Mr. Kruse. Yes: | think he would have been a good man. I have 
a high regard for that gentleman. 

Senator Kem. What about Mr. Bradley’s statement that contracts 
were being executed in Washington and thus bypassing Chicago? 

Mr. Kruse. I think Mr. Bradley made that statement. I am 
certainly not quarrelling with it. He must have been referring to 
the Cargill case that we discussed this morning and all I would say 
on that, at the time when that was under discussion that Don Smith, 
who was then the assistant director in the Chicago office and Mr. 
Troyer, who was the field man for the Chicago office, were both in 
Washington here aiding me in planning this storage program and 
t was discussed with both of them. 

Senator Kem. That is the Norris City storage ¢ 

Mr. Kruse. That is right. 

Senator Kem. I believe that is all. 
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Senator Munpr. Yesterday you and Senator Anderson had a rather 
heated altercation about individuals. I was going to raise this ques 
tion then, and I thought I would wait for a more appropriate time. 
The man’s name was Bramlett. 

Mr. Kruse. Yes. 

Senator Munpr. It was not clear in my mind whether he y 
suspended or disciplined or promoted. I wanted to get that fact. 

Mr. Kruse. May I state this, first, Senator, that the discussion was 
not heated as far as I was concerned. 

Senator Munpr. I did not say it was. 

Mr. Kruse. Mr. Bramlett was one of the gentlemen that was sus 
pended for receiving gratuities in the Dallas office and has received 
a reprimand, I understand, from the Secretary's office for it. 

The point of the discussion was that the Senator from New Mexic 
felt that I had contradicted what he had said, that this man had be: 
promoted to—— 

Senator Munpr. Has he been promoted‘ It left me with the fe: 
ing that actually he had been promoted instead of having be: 
disciplined. 

Mr. Kruse. If he had received the appointment that was being 
discussed, it could have constituted a promotion. As it is, he is 
working with the office without any promotion after his reinstatement 

Senator Munpr. If I understand you right, he was—— 

Mr. Kruse. I am speaking strictly from memory on this, but I do 
not know what his exact grade and status was before or after. 

Senator Munpr. You are sure he was not promoted ¢ 

Mr. Kruse. I am real sure. 

Senator Munpr. It was disturbing to me, if I understood the a 
cusation right, that this was a man who had accepted what sounded 
to me like the equivalent of a cash contribution from some friend with 
whom he was doing business. 

What is the province of the Department when you catch these fel- 
lows once in a while? It seems to me you have got to take more 
disciplinary action than just reprimanding them and putting them 
back on the job if you are going to discourage other fellows from 
doing the same thing. 

Mr. Kruse. In the first place, yesterday morning the Secretary 
read into the record the personnel standards in regard to people. 

In the second place, these personnel matters come under the per- 
sonnel department, under the direct supervision of the Secretary's 
office and not myself. We do not condone anything of the kind, and 
orders are out in the field to that effect. 

Senator Munpr. The reason you were brought into the discussion 
yesterday was not because you had reinstated Mr. Bramlett, but be- 
cause of some statement made in the paper. 

Mr. Kruse. Report made to the paper. 

Senator Munpr. You had nothing to do with Bramlett’s present 
status ¢ 

Mr. Kruse. No, sir. 

Senator Munopr. That is all. 

The Cuarrman. Any further questions? Mr. Cotter, do you hav 
any questions ? 
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Mr. Correr. No questions. 

The Cuarmman. Will you step forward, please, sir, Mr. O'Connor, 
and raise your right hand / 

You do solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God ? 

Mr. O'Connor. I do. 

The CHarrman. Have a seat. 


TESTIMONY OF DANIEL L. 0’CONNOR, ATTORNEY-AT-LAW, WASH- 
INGTON, D. C. 


Mr. Correr. Do you want to state your full name for the record ¢ 

Mr. O'Connor. Yes. My name is Daniel L. O'Connor. I am an 
attorney in Washington, D. C. 

Mr. Correr. As an attorney in 1950, were you representing the Port 
Compress Co. of Corpus Christi, Tex. 

Mr. O'Connor. In May and June of 1950 I represented the Port 
Compress Co. of Corpus Christi, Tex. 

Mr. Correr. Were they in difficulty before the Department of Jus- 
tice in connection with a license under the United States Warehousing 
Act 

Mr. O'Connor. No: their case had not been referred to the Depart- 
ment of Justice by the Department of Agriculture. 

Mr. Correr. I mean the Department of Agriculture. 

Mr. O'Connor. The license had been suspended on August 4, 1949. 

Mr. Correr. I meant to say the Department of Agriculture. 

Mr. O’Connor. Yes. 

Mr. Correr. On June 8 of 1950 were you contacted by telephone, by 
Jack Cowart ? 

Mr. O'Connor. Yes, I was. 

Mr. Correr. And what did you do immediately subsequent to that 
contact ¢ 

Mr. O'Connor. Well, may I go into a little background on it, first ¢ 

Mr. Correr. Well, you tell us what you did. Did you call Mr. 
McCune? 

Mr. O'Connor. On June the ith, 1950, I made my initial appear- 
ance before the Department of Agriculture in connection with the 
Port Compress case. At that time, we had a conference that some 
16 or 17 officials of the Department of Agriculture attended. The 
conference was presided over by Mr. Kruse. Also attending was the 
commissioner of agriculture for the State of Texas. 

The conference lasted some 2 hours, I imagine, and upon its termi- 
nation the commissioner of agriculture for the State of Texas was 
not satisfied with the results which had been obtained, so he asked 
me to accompany him. 

We proceeded to Mr. Brannan’s office, whereupon he demanded a 
conference with Secretary Brannan. The Secretary was busy, and 
Mr. McCune received us. 

I met Mr. McCune then. We had a conference with Mr. McCune. 
at which time he told us that the Secretary was vitally interested in 
the Port Compress case and was concerned because no action had 
been taken on it since August 4, 1949. That was the sum and sub- 
stance of our initial contact with Mr. McCune. 
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The following day I was contacted by telephone by Jack Cowart, 
who I did not know and I did not know his official connection wit); 
the Department. 

The Cuarmman. That was the 8th 

Mr. O'Connor. That was the following day; yes. I did not kno 
his official connection with the Department. I did not know thie 
gentleman, but I had been informed that he was a high official of 
the Production and Marketing Administration. 

Mr. Cowart said that he’d like to meet with me, and also that he 
understood the officials of Port Compress Co. were in town and lie 
would likewise like to meet with them. That call was received «i 
approximately 5 o’clock on the afternoon of June the 8th. 

You have to bear in mind that nobody at the Department of Ag: 
culture knew of my interest in the case until the day previous. 

I told him that we'd be glad to meet with him and talk with him. 

He said he did not want to meet us at the Department, but sug- 
gested that we either meet at our office or at the hotel. 

My clients were staying at the Statler Hotel, so I suggested that he 
come to my rooms about 9 o'clock that evening. 

I did not know anyone in particular over at the Department, out 
side of Mr. McCune. I had met him the day before and I knew he 
was from Secretary Brannan’s office. So after I received the call 
from Cowart I called Mr. McCune and told him about the contact 
and told him I did not know why he wanted to see us, but I unde 
stood it was in connection with the Port Compress case and that I had 
made arrangements to meet with him at my client’s hotel room over 
at the Statler Hotel. 

Apparently during the conference the day before with Mr. McCune. 
I had told him my background in the FBI, where I had been a special 
agent for some 6 years, and he said that in view of the fact that I had 
been with the FBI, why did I not go ahead and handle it myself. 
I thought possibly the Department would like to have a representa 
tive present, maybe from their Compliance Division. 

I aso told Mr. McCune that I would report back to him what trans 
pired., 

That night about 9 o'clock, Jack Cowart presented himself at the 
hotel, introduced himself as Jack Cowart and he came in. 

The atmosphere was rather strained at first because he did not 
know us and we did not know him, but he identified himself as being 
from Texas and that he had considerable interest in the warehouse. 

We asked him how he knew about the Port Compress difficulties 
and he said he had just learned of it several weeks previously. 

Bear in mind that in the negotiations from August 4, 1949, up 
until June of 1950, the Department had been attempting to get the 
officials of Port Compress Co. to enter a consent order against them, 
to sign a stipulation of charges. 

It is not my intention here today, gentlemen, to argue the merits 
of the Port Compress case because it is closed. The gentlemen eve: 
tually signed the stipulation. 

The case was then referred to the Department. They were indicted. 
On a plea of nolo contendere they were fined $50,000. The practice 
for which they were accused was one which prevailed in the ware 
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house industry, or the cotton-warehouse industry, affecting loose 
cotton. 

When the case came to our office it was our contention that the 
Department had not complied with the provision of the Adminis- 
trative Procedure Act, and the Department refused to comply with 
them. But that is beside the point. 

All during that period, when the stipulations had been drawn up 
by the Department’s attorneys, the threat had been held over my 
clients’ head that unless they signed the stipulations the case would 
be referred to the Department of Justice for prosecution. If they 
did sign, the case would be forgotten, but it was a stipulation so drawn 
that it was a confession of guilt. 

That was one of the things that Jack Cowart kept impressing upon 
us in the conference. That there was no need to go through with the 
hearing which had been set before one of the Department's hearing 
examiners for June 28, that we were foolish to even think of going 
through with it, that regardless of what evidence we introduced or 
what action we took the Department already had their evidence, their 
case Was cold. 

He practically promised us that if we let his syndicate or his group 
obtain a lease on the warehouse the entire matter would be disre- 
garded, and we pressed him for information as to what experience 
he had in the cotton-warehouse business and he admitted he had no 
experience. We tried to determine who his syndicate or group were, 
and he declined to mention any names. 

We asked him what groups he had been affiliated with before. 

About that time he referred us to, I believe, Capital Prefabricators 
of Tyler, Tex. At that time the name did not mean anything to me, 
but he used them as a reference. 

Some notes I made afterward showed that Capital Prefabricators 
were mentioned, but that was all. There was no comment. 

They did not appear in the memorandum that I subsequently pre- 
sented to Mr. Brannan’s office. 

In attempting to determine his financial responsibility, he told us 
he was a $10,000 a year employee of Production and Marketing, that 
he had rather influential connections in the Department. 

The CuarrmMan. Did he name anybody / 

Mr. O'Connor. He did not name a soul, no, sir. And bear in mind, 
we did not know who we were dealing with at that time, with the 
exception that he was with Production and Marketing. 

He did mention that he had considerable finances behind him, and 
he mentioned the name of Tom Potter of Dallas, Tex., who had assets 
of over $25,000,000. Tom Potter’s name meant nothing to me, and 
| do not think it meant anything to my clients. 

In pressing him on how he knew the warehouse license would be 
reinstated—that was a Federal warehouse, a Federal cotton licensed 
warehouse under the Federal act—he stated without equivocation 
that the license would be reinstated within 30 minutes if we would 
lease it to him. And he was so positive of it he was willing to put 
up a forfeiture. 

We asked him if he had compiled any figures on the cost of opera- 
tion. We dealt with him as though we were interested in letting him 
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I was primarily interested in who was behind him. 

Jack Cowart left the hotel about midnight. 

After the conference I sat there in the hotel and made notes as to 
what had been said. I have those notes. They are in my file. 

Mr. Crook, who was with us, and Dr. Hoffpauir concurred in the 
notes. They were leaving town the following day. I told Cowart 
when he left that we’d have to consider his proposition, that we'd be 
in touch with him. 

The following day, which was June 9, I talked with Mr. McCune. 
I prepared my notes, and dictated the memo on it, and I talked with 
Mr. McCune. 

Now, my recollection is hazy as to whether I talked to him perso: 
ally or talked to him on the telephone. 

Mr. Correr. The first time you called Mr. McCune did you eal! 
him at his office or at his home? 

Mr. O’Connor. Well, before we met Cowart I tried to reach Mr. 
McCune at the office, but it was after 5 o’clock or 5:30, and I talked 
to him at his residence. 

Mr. Correr. How do you recall that? 

Mr. O'Connor. I know I talked to him at his residence. On my 
memorandum paper I have his home telephone number. It is a 
Shepherd number. I have forgotten exactly what it was, but I talked 
to him at home and explained to him and—— 

The Cuatrman. What was the subject of that conversation, do you 
remember ? 

Mr. O’Connor. As to whether or not we should meet with this man. 
I told him about the contact and that we were concerned about it. 
We did not know whether the man coming up wanted to go to work 


for us or whether he wanted to shake us down. There had been an 
indication all through the 9 months that there was a group over in 


Agriculture or on the outside, my clients were not certain where, that 
wanted to get control of this warehouse. 

They have large facilities in Corpus Christi, Tex. They handle 
approximately 165,000 bales a season, and their warehouses cover 22 
acres and has some 750,000 square feet of storage space. They had 
been in existence since 1916, a family concern. 

The CHatrman. 1918? 

Mr. O'Connor. Was it 1918? I thought it was 1916. 

Mr. Correr. 1916. 

The Cuarrman, Oh, 1916; excuse me. 

Mr. O'Connor. Yes, 1916. I had disregarded the statements by 
my clients. I thought it was more a figment of their imagination 
than anything else, so when Cowart contacted us I did not know 
who we were dealing with. We knew that it was pretty much of a 
hot issue in the Department at the time. 

Senator Munpr. What was the nature of Mr. McCune’s reaction 
to the telephone conversation—did he say, “Go ahead and meet with 
him”? 

Mr. O’Connor. No; he was surprised. He was surprised when I 
talked to him about it. Unfortunately, I do not recall the exact 
nature of the conversation. I wanted him to know that we had 
been contacted by an official of the Department, and that we were 
going to meet with him, and that whatever came out of the conference 
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| was going to report to him so the Department would know. In other 
words, we were playing everything on the table. 

The cotton was starting to come in down in the Corpus Christi 
area, and that was the reason that the Commissioner of Agriculture 
for Texas was up here to try to get the Compress reopened. 

Senator Munpr. You do not recall what the nature of his conversa- 
tion was, either to the effect that Cowart is the kind of man to be 
careful of or Cowart is a good man that you can depend upon? 

Mr. O’Connor. No, there was no indication one way or the other on 
that. McCune knew Cowart, but it was just one of those things. 
He said, “Now, look, you have been in the FBI. You know how to 
handle it.” 

I told him I'd give him a memorandum on it. 

The Cuarrman. How did he express his surprise? You said he 
was surprised. 

Mr. O’Connor. Well, he was surprised that we had been contacted 
by Cowart. That was the element of surprise that was in it. 

“Mr. Correr. In some conversation with Mr. McCune, did he indicate 
that they had had previous complaints and trouble with Cowart ? 

Mr. O'Connor. The following day I contacted McCune. I have 
forgotten whether I talked to him personally or on the telephone. 
My recollection is that I went over to the Department and talked 
with him. I talked with him on the 9th, and told him what had 
transpired and that I was preparing a memorandum for him. The 
most that I can recall of the conversation was that he was quite put 
out that such a statement had been made by a Department employee. 
He said they certainly did not want a man like that in the Department ; 
that they had had two or three complaints against him before this, 
but that this was the first time they had anything concrete. I was 
to meet with Cowart once again on the 9th, and he was informed 
of it at that time. 

That afternoon Cowart did come to my office and I again talked 
with him. I felt that he did not want to talk too much up in the law 
office; so, we left the building, walked across the street to the park, 
which is right there at Fifteenth and K, sat down on a bench and 
talked for a while. I was still trying to get Cowart to show his hand 
and let us know just what he wanted. 

During that period he was very evasive. 

Mr. Correr. Was there any intimation that he would fix your 
troubles for a price? 

Mr. O'Connor. No; he did not come right out and say that. The 
inference was there that if we wanted to use him, he was available 
to us, but there was no direct overture on that basis; no. 

Mr. Correr. Why was there a delay between June 9th and the date, 
cording to the record, that you mailed the letter to the Department 
of Agriculture? 

Mr. O’Connor. The hearings were scheduled in Corpus Christi 
for June 28, and this was June the 9th. I left Washington and went 
back to Corpus Christi Monday or Tuesday of that week, and spent 
ibout 5 or 6 days down there preparing the case and interviewing 
witnesses. We were concerned about our facilities. 

We had facilities that were worth probably a million and a half 
dollars. We did not want to lose them. We were under pressure 
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to sell the facilities; that, unless we signed the stipulations, the case 
was going to be referred to Justice for criminal prosecution. 

The Department also had made a demand for some $60,000 0, 
$70,000 in alleged loose cotton which we had taken from Commodit, 
Corporation bales and which they claimed belonged to the Departme 

Although with Cowart in the picture, we felt that we were all right 
as long as we had touched base with McCune in the Secretary’s offic: 
In other words, they knew we were not playing politics and we w 
not looking for influence. During that period we tried to have | 
hearings held here in Washington. My people are outstanding | 
zens of Corpus Christi and they were afraid of publicity in connection 
with these proceedings. 

The Department had inferred there would be no publicity in co: 
nection with the proceedings if we signed the stipulations, just as 
there would be no prosecution by the Department of Justice. 

We were up here filing pleadings before the hearing examiner, try 
ing to get the case iraeuaharred up here. We were trying to obtain 
subpena power. 

The hearing examiner had no power to issue subpenas or to bring 
in witnesses that did not want to testify, if it was necessary for us to 
yrove that loose cotton was a warehouseman’s custom and had long 
bee a trade custom from the time warehouses had first been developed. 

Mr. Correr. Did there come a time when you dissociated from this 
firm ¢ 

Mr. O’Connor. Yes; here in Washington we were jealous of the 
Administrative Procedures Act. The attorneys here have to practice 
before the various departments, and our prime concern was in making 
Agriculture comply with the rule-making provisions of the act with 
respect to the quantity of loose cotton which would be tolerated. They 
had an arbitrary tolerance. I think it was one-half pound in Cal 
fornia, a pound and a half in the Gulf Coast States. It fluctuated 
We wanted them to establish a rule. They arbitrarily said that, b 
cause we had an average of 4 pounds per bale loose, we was too hig! 
We wanted to know why, because there was no rule on it. 

So, we were primarily concerned with the protection given us bj 
the Administrative Procedures Act. The attorneys in Texas were 
primarily concerned with avoiding the publicity, which would nat 
urally be attendant to these hearings. 

When the two law firms could not get together and after the attor 
neys in Texas had prevailed upon the warehouse people to sign the 
stipulation, we withdrew. 

Mr. Correr. At that time you submitted this report or memorandum 
that you had prepared to Mr. McCune under a cover letter ? 

Mr. O'Connor. Yes; that is right. 

Mr. Correr. Is that a copy of the cover letter? 

Mr. O’Connor. Yes; this is a copy of the cover letter, under which 
I sent him one or two copies of the memorandum. It is dated June 
30, 1950, addressed “Personal and confiidential, Mr. Wesley McCune.” 

Shall I read it ? 

Mr. Correr. You may, if you wish. 

Mr. O’ConNoR (reading) : 

You will recall that during the pendency of the Port Compress Co. case | 
talked with you about what I considered highly irregular conduct on the part 
of one of the officials of the Department of Agriculture. 
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The Cuatrrman. Who was that official you had in mind? 

Mr. O’Connor. That is Jack Cowart. That was who the memo- 
randum was concerning. 

The Cyaan. I just wanted you to identify him. 

Mr. O’Connor (reading) : 


I have purposely withheld the attached, as I did not want to prejudice it in 
any way. 


That is the Port Compress proceedings— 


For your information our firm withdrew as counsel and as attorney of record 
for the Port Compress Co. on June 26, 1950, and the appropriate officials of the 
Department were so advised. 

The attached memorandum is enclosed for your information and may be 
utilized in whatever manner you deem proper. 

Very truly yours, 
SHarp & O’CoNnNoR, 
By DANIEL L. O'Connor. 

Mr. Correr. I think that is all. 

Mr. O'Connor. 1 would like to add one thing to that. I heard the 
Secretary's comments upon the memorandum yesterday, in which 
he stated that he felt that it was just a memorandum which was sub- 
mitted for their information. I pointed out in this letter and I also 
pointed out to Mr. McCune that we were extremely indignant that we 
had been so approached by an official of the Department; that we felt 
that it was an attempted shake-down of us, and that we also felt some 
action should be taken by the Department with reference to Jack 
Cowart. It is not mentioned in the memorandum. The memoran- 
dum is factual. It is likewise not mentioned in this letter, with the 
exception of the “highly irregular conduct.” 

The Cuarrman. Did you pursue it any further? 

Mr. O'Connor. To this day neither Mr. Crook nor Dr. Hoffpauir nor 
myself has been interviewed by anyone. 

The Cuarmman. Did you take any steps to pursue it further as a 
citizen ¢ 

Mr. O'Connor. I had no further interest in it. 

The Cuarrman. Why did you not? 

Mr. O'Connor. To me, is the responsibility of the officials of the 
Department if they have a man within their Department 

Mr. Correr. As an ex-F BI agent did you know that the Department 
of Agriculture handled its own criminal matters ? 

Mr. O’Connor. I knew they had a compliance and investigating 
staff; yes. 

Senator Munpr. Did you ever get any acknowledgement from Mr. 
McCune of your cover letter? 

Mr. O’Connor. I have never received an acknowledgement from 
Mr. McCune or anybody in the Department concerning this; no, sir. 

Senator Kem. I notice in the memorandum of June 9 it said that 
the conference which lasted 2 hours, during which time Cowart made 
the following direct statement and then “2” reads as follows: 

That, if a leasing arrangement can be worked out with him for Port Compress 
facilities, he thought the hearing would be dropped. 

Mr. O'Connor. That is right; that is right. 

Senator Kem. That statement was made by Cowart? 

Mr. O’Connor. Yes, sir. 
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Senator Kem. On that occasion ? 

Mr. O’Connor. Mr. Cowart attempted to convey the impression 
that he just learned of these proceedings; that he had no prior know|- 
edge of it. It turned out Congressman John Lyle was one of the trus- 
tees of this company, and he told me that Jack Cowart had been sug- 
gested to him as a general manager for the Compress as far back as 
the latter part of 1949 when Compress was first in difficulties. Cowart 
let us know that he had influential friends throughout not only the 
Department but also the Government. 

Senator Kem. Your conversation with Congressman John Lyle 
was referred to in the next to the last paragraph. 

Mr. O’Connor. I incorporated it for the reason that Cowart said 
he had only learned of the case recently, within the last 2 or 3 weeks, 
or 3 or 4 weeks. This shows that, as far back as 1949, Cowart knew 
of the case and he apparently had been following it. 

Senator Kem. The next to the last paragraph of the memorandum 
reads as follows: 

It should be noted that in October 1949 Congressman John Lyle, of Texas, one 
of the trustees of the Port Compress Co., was contacted by a representative of 
the Dallas office of PMA requesting that the trustees of Port Compress appoint 
one Jack Cowart as its general manager. That, if Cowart was appointed, all 
of Port Compress’ difficulties would be eliminated. This offer was rejected. 


Mr. O'Connor. That is right. 

Senator Kem. Is that a correct statement of the conversation with 
Congressman Lyle? 

Mr. O’Connor. That is a correct statement. 

Senator Kem. Now, the two paragraphs of this memorandum that 


I have referred to were in the memorandum that you sent to Mr. Me- 
Cune ? 

Mr. O’Connor. Yes. 

Senator Kem. No doubt about that? 

Mr. O’Connor. No; there is no question about that. In fact, did 
not they have the original memorandum in the room yesterday? 

Senator Kem. Yes. 

Mr. Correr. What I read into the record was that. They produced 
the original. 

Senator Kem. Let me hand you the one I have been reading from, 
and ask you if that isa correct copy of it. Is that a duplicate original ! 

Mr. O’Connor. That is from our typewriter in the office; yes, sir. 

Senator Kem. Is that a correct copy of the memorandum that you 
sent to Mr. McCune? 

Mr. O’Connor. It is. 

Senator Kem. Do you know what Mr. McCune did with it? 

Mr. O’Connor. I have no knowledge. 

Senator Kem. You never heard from it again ? 

Mr. O'Connor. I received no acknowledgment of it. I have had 
no further contact with Mr. McCune. I have not seen Mr. McCune 
since. 

Senator Munpr. It seems to me, in answer to the chairman’s ques- 
tion, which also had occurred to me, why you did not follow up any—— 

The Cuarrman. That is what I was going to ask him again. 

Senator Munpr. The mere fact that you never received a reply from 
Mr. McCune would tend to indicate that not very much diligence was 
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oing to be demonstrated down there into doing anything about it. 
So, there was not much you could, as a private citizen, do; was there? 

Mr. O'Connor. Senator, my previous Government experience had 
been with the Treasury Department and the Federal Bureau of In- 
vestigation, and whenever there was the least inference that an em- 
jloyee was out of line it was corrected immediately. You probably 
ae Mr. Hoover is a great disciplinarian, and this would not have 
been tolerated in our department 30 minutes, and I presumed that 
the Department of Agriculture was just as strict. 

The Cuarrman. Mr. O’Connor, you say that you did not pursue it 
any further after writing this letter. 

Under what circumstances did you again become interested in the 
subject ? 

Mr. O’Connor. I was quite surprised to learn that Jack Cowart was 
still on the Department’s payroll when the press releases, made last 
year, stated that he had been suspended or fired for his irregularities. 
Up to that time I had just presumed that Mr. Cowart had been dis- 
charged. I had no further contact with him over in the Department. 
I had no further business in the Department, and I had no occasion 
to inquire what action had been taken. 

The Cuamman. Why did you bring it up at this time? What 
caused you to do so? What are the circumstances leading to the 
fact that you did present it here recently? What caused you to 
do it, and did you do it of your own volition or were you asked to 
do it? Just how did Mr. Cotter come into possession of these docu- 
ments ¢ 

Mr. O’Connor. Well, Senator, at the time that Mr. Cowart was 
released from the Department I communicated with my former clients, 
in Corpus Christi. I asked them if they desired me to take any further 
steps concerning Cowart at that time. Apparently there was going 
to be some interest in him here in Washington. 

My clients were embittered as the result of their treatment by the 
Department of Agriculture, and they said for me to do what I saw fit. 

The CuarrMan. That was last year? 

Mr. O’Connor. That was when he was discharged, when he was 
first discharged. 

The CuHatrman. Going back to my question, when was it that you 
decided to turn these documents over to Mr. Cotter, or copies of them, 
and what prompted you to do it? 

Mr. O’Connor. Well, Mr. Cotter and I were formerly in the FBI, 
and we see each other occasionally. I saw Mr. Cotter last week and 
mentioned to him that Jack Cowart had tried to shake us down and he 
said. “Do you have anything on it?” 

I said, “Yes, I have a memorandum up in the office.” 

The CHarrman. I see. 

Mr. O’Connor. I furnished him with a copy of the memorandum. 

Mr. Correr. Actually, Mr. O’Connor, as I recall, you called me. 

Mr. O’Connor. I think I did. I think I told you about it. 

The Cuatrman. The reason why I am asking you the question is 
this: You would have had the occasion to do it earlier because, as I 
recall, the House committee went into this very matter several months 
ago, and I am wondering why it was that you did not then and there 
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bring it to the attention of the House committee instead of waiting 
so long and presenting it to this committee. 

Mr. O’Cownor. I do not have any concrete reason. I do not know 
why. Maybe I missed the publicity on it. 

Mr. Correr. To your knowledge, did I know anything about this 
matter before, I think, last Thursday, when you called me? 

Mr. O’Connor. I do not think you did, Paul. 

The Cuatrman. I am not trying to find fault, Mr. Cotter. I was 
just wondering why it was that Mr. O'Connor, as a citizen and par- 
ticularly as a former FBI man—if he felt there was anything wrong 
in that, it should have been pursued—should have given vent to his 
views earlier and not have waited a year and a half, almost 2 years, 
before doing it. 

Mr. O’Connor. Mr. Cowart, I believe, was indicted last year if I 
am not mistaken. When I saw that, I realized that steps were being 
taken. 

Senator Munpr. I believe the record shows that action on Mr. 
Cowart wasthis year. He was dismissed last year, and there was some 
flare-up in the papers because the Department of Agriculture was 
somewhat reticent about the reason, and then it was this year, after 
the session of Congress had opened, as I recall, that the news came 
up that he had been indicted or arrested, or that the case was made 
public information. 

I want to take just a little different slant from the chairman and 
congratulate you on the fact that you did make the information avail- 
able. Your duty as a private citizen, I suppose, includes earning a 
livelihood, and you had done what you thought should be done to bring 
it to Mr. McCune’s attention. And I can well understand that, know- 
ing Mr. Cotter, who is a former FBI agent, you felt, “He is a fellow 
I know; I will give it to him.” 

The Cuarrman. I am not criticizing that. I also commend him 
for doing it, Senator, but the point is that Mr. O’Connor was a former 
FBI man and no doubt helped to run down a lot of criminals. If he 
thought that this man was a criminal and that it was an actual shake- 
down and there was no action taken by the Department with respect 
to this man, it strikes me that he should have gone further and said, 
“T want action as a citizen.” 

Senator Arken. Mr. O’Connor, did you know at the time that Mr. 
Cowart was a friend of the Attorney General, Mr. Tom Clark? 

Mr. O'Connor. I did not. 

Senator Munpr. I think, Mr. Chairman, these former FBI agents 
are something like Will Rogers, who one time said that humor kind of 
wanes if it does not get paid for it. 

The Cuarrman. Are there any further questions? If not, the com 
mittee will stand in recess until Wednesday morning at 10 o’clock 
May 28. , 

(Whereupon, at 4 p. m., the committee recessed to reconvene at 1 
a.m. Wednesday, May 28, 1952.) 





INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


WEDNESDAY, JUNE 18, 1952 


Unritep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, pir ae 

The committee met, pursuant to call, at 10 a. m., in room 324, Senate 
Office Building, Senator Allen J. Ellender (chairman) presiding. 

Present: Senators Ellender (chairman), Hoey, Anderson, East- 
land, and Hickenlooper. 

Also present: Paul J. Cotter, chief counsel for investigations. 

The Cuatrrman. The committee will be in order. 

The first witness is Mr. Kirt Johnson. 

Will you raise your right hand. You solemnly swear to tell the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Jounson. Yes, sir. 


TESTIMONY OF KIRT W. JOHNSON, INVESTIGATOR IN CHARGE, 
OFFICE OF INVESTIGATIONS, GENERAL ACCOUNTING OFFICE, ST. 
PAUL, MINN.—Resumed 


Mr. Correr. Will you give your full name for the record and 
your title ¢ 

Mr. Jounson. My name is Kirt W. Johnson. I am the investi- 
gator in charge of the St. Paul office of the Office of Investigations 
of the General Accounting Office. 

Mr. Correr. In Minneapolis? 

Mr. Jounson. The St. Paul office covers Minneapolis and Minne- 
sota, North Dakota, and South Dakota. 

Mr. Correr. And did your office conduct an investigation about 
the plugging of flaxseed cars in connection with the take-over of 
flaxseed, purchased flaxseed by the Commodity Credit Corporation 
in 1948 and 1949? 

Mr. Jonnson. Yes, sir; we did. 

Mr. Correr. And you made a report of that, your findings in that 
investigation ¢ 

Mr. Jonnson. Yes, sir. 
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Exurisit No. 94 


Summary or GAO Report RELATING TO PLUGGING OF FLAXSEED CARS AND [ty 
SULTANT Losses To CCC 


SUMMARY 
I. General information: 

A. Introductory: “Sharp” practices of some trade members costly to 
CCC. One of the most widespread and costly has been the “plug 
ging” of grain cars. 

B. Meaning of “plugging’’: Normal loading operations at country ele. 
vators result in “even” loads from which representative samples 
can be taken. “Plugged” cars are those in which dockage has been 
spread on the bottom to evade the probes of grain inspectors. In 
grain cars loaded high a great amount of dockage can be placed 
beyond reach of the five-foot grain triers. 

C. Federal appeals and special examinations: Special examinations are 
made if original finding of sampler and grader are thought ina 
curate. Federal appeal grades are final. Country shippers con 
tinue to plug cars destined for CCC because they are not pena! 
ized if caught ; therefore, the shippers have everything to gain and 
nothing to lose. 

II. 1948 flaxseed terminal purchase program: 

A. Program background and announcements: The $6 support price 
and CCC in role of buyer brought about flagrant plugging of flax 
ears in 1948. Purchase program, set up on terms dictated by 
grain trade, forced CCC to assume the known risks. In an 
nouncement of August 24, 1948, CCC agreed to buy on the basis 
of “in car” inspections but asked terminal operators to protect 
them by calling in Federal inspectors. 

B. Information given to CCC officials with respect to high loads, 
plugged cars, and inadequate samples: Flax purchases under 
direction of Mr. George L. Prichard, Director, PMA Fats and Oils 
Branch, who approved Cole’s announcements. Cole knew of plug 
ging practice and was told by grain inspectors that correct 
samples could not be taken from high-load cars. This informa 
tion given to Prichard but he authorized continuation of buying on 
same basis. Decision to continue buying, without correcting the 
terms, is estimated to have cost CCC 2% million dollars ir 
months. 

Cc. CCC inspection personnel: Private grain firms employ inspectors to 
check each grain car purchased, whereas CCC had just one ma: 
CCC forced to rely on voluntary cooperation of elevator employees 

D. Positive evidence of plugging furnished by H. H. Friese: Informa- 
tion as to badly plugged cars sent to Fats and Oils Branch by 
teletype September 23, 1948. Written reports directed to Cole by 
Friese after observing the extent of plugging at various elevators 
Friese reiterates that samples cannot be taken “on track” and 
warns that CCC is not properly protected. Names of shippers 
who were plugging cars could easily have been obtained in cor 
nection with inspection work of Friese and Federal supervisor, 
both of whom had original shipment records. 

JII. Investigation of Morris Cooperative Elevator Association and A. V. Dah 
manager, Morris, Minn. : 

A. Contacts and report by agent of PMA—Compliance and Investiga 
tion Branch: Federal grain supervisor at Minneapolis interviewed 
for both general and specific information. Morris Cooperativ 
Elevator investigated at request of Federal supervisor. Blevator 
records show purchase of flax screenings and manager admits to 
improper loading practices. 

B. Reference of case to Associate Solicitor: Case discussed with As 
sociate Solicitor but no opinion written until 18 months after i 
vestigation. Concluded by Associate Solicitor that case would no! 
be referred to the United States Attorney because in his opi! 
there was no civil liability and insufficient evidence for crimi: 
action. 
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C. Report and comments by J. A. Cole in connection with the Morris 
case : Subject case and the legal opinion not referred to Minneapolis 
CCC officials until 2 years after the investigation. Cole concurs 
with opinions already stated by his superiors and the case is 
shelved. 

D. Other investigation of plugging by the PM: > iance and In- 
vestigation Branch: Compliance and Investigation records in Chi- 
cago show at least three more investigations at country elevators. 
Kerkhoven, Minn., report contains admission of intent to defraud 
but case apparently not acted on by PMA. 

1V. Continuation of the plugging practice with knowledge of PMA officials: 

A. File references to plugging in 1948, 1949, and 1950: Correspondence 
and reports from 1948 forward show plugging losses were known 
to all PMA officials. 

B. Flax acquisitions August 1948 to June 1950: Approximately 614 
million bushels of flax acquired from 1949 crop in May and June 
1950. 

C. Record of “uneven” car loadings received by CCC in 1950: CCC pre- 
pared list of 1950 flax-car receipts shows that plugging practice 

‘ continues and offenders can be identified. 

Vv. Financial losses to Commodity Credit Corporation because of plugged 
grain cars: 

Unknown and variable factors prevent determination of actual mone- 
tary losses at this date. Objective of report is to show plugging prac- 
tice and lack of corrective measures by PMA. 

Estimated losses, as stated in this report, are based on the best available 
information: (1) State and Federal inspectors; (2) Mr. James A. 
Cole, Director, PMA Commodity Office at Minneapolis; (3) PMA Office 
of Audit. 

An estimated loss of 2 percent on 21% million bushels purchased in 1948 
at $6 per bushel is $2,580,000. <A similar loss on 6,500,000 bushel at 
the 1949 support price of $3.99 per bushel would amount to $518,700. 

The estimated loss on 1948 and 1949 crop years due to “plugging” ex- 
ceeds $3,000,000. 

Mr. Correr. Would you generally summarize what the facts were ? 

Mr. Jounson. During the investigation that we have been conduct- 
ing with regard to the shortages of grain, we came across some infor- 
mation which indicated to us that back during the period 1948, 1949, 
1950, when the Commodity Credit Corporation had a purchase pro- 
gram for flax, the corporation had probably suffered a considerable 
loss because of the plugging of flax cars. 

This practice of plugging flax cars involves placing in the bottom of 
railroad cars various types of weed seeds, sick weed, refuse from the 
fields, broken kernels, et cetera, which go to make up what they term 
“dockage” and which in the normal trade practice is eliminated by 
making an inspection and reducing the gross content of the car by 
the amount of the dockage. 

During this period of time back in 1948 this practice of plugging 
flax cars was quite general in the Northwest area served by the Minne- 
apolis ¢ ‘ommodity Credit Corporation office, and we attempted i in our 

investigation to set up the extent of the plugging and how the Corpo- 
ration ‘attempted to control it and to take action to prosecute the 
iffenders. 

The Cuatrman. When you say “this practice was general,” do you 

nean with particular reference to the Commodity Credit Corporation 
or to the trade as a whole? 

Mr. Jounson. To the trade. 

The Cuarrman. To the trade? 

Mr. Jounson. Yes 
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The Cuairman. This plugging went along not only as to Com 
modity Credit Corporation but as to all others dealing in flax. Am 
I right? 

Mr. Jounson. That is probably true; yes, sir. 

Mr. Correr. More or less of a general practice? 

Mr. Jounson. Well, plugging is a general practice. 

Mr. Correr. Was the Commodity Credit Corporation in the fal 
of 1948 conducting a purchase program under its price-support 
program { 

Mr. Jonnson. Yes; they had an open market for flax on the basis 
of what they called a terminal-purchase program. 

Mr. Correr. That was to support the price at whatever the support 
price was at that time? 

Mr. Jounson. This program was over and above the support pric: 
for flax on the basis of the loan program that Commodity Credit Co: 
poration had in effect at the time. . 

Mr. Correr. How many bushels did they take over in connection 
with this purchase program ¢ 

Mr. Jounson. We have indicated in our report on page 25 that 
during the months from August 1948 to June 1950 the Minneapolis 
office took over 29,707,798 bushels of flax; approximately 22,000,000 
of that came from the 1948 program. 

Mr. Correr. What months or over what period was the 22,000,000 
purchased ¢ 

Mr. Jounson. The program started late in August, August 24, and 
there were 10,000 bushels purchased in August ; September, 8,000,000 ; 
October, approximately 10,000,000; November, about 2,000,000; and 
in December it dwindled down to about 300,000, 

Mr. Correr. What was the price they were paying at that time? 

Mr. Jounson. Under their announced program they paid the termi- 
nal elevators $6.0114 cents per bushel for No. 1. 

Mr. Correr. Did this flax come in from country elevators, most of it! 

Mr. Jounson. Yes. 

Mr. Correr. And it was brought into the terminal and stored tem- 
porarily, at least at your terminal elevators? 

Mr. Jounson. Yes, sir. 

Mr. Correr. Where did the Commodity Credit Corporation take 
possession and pay for the flax when it arrived at the terminal 
elevator ? 

Mr. Jounson. They paid for it on the basis of an “in inspection” 
into the terminal warehouses. 

The CHarrman. What kind of inspection ? 

Mr. Jounson. An inspection at the time it went into the terminal 
warehouse, what they term “in inspection” into the elevator. 

The Cuatrman. Was that as to grade and everything else? 

Mr. Jounson. Yes, sir. 

The Cuatrman. If there was only loss suffered in transportation 
from the warehouse to the terminal station, whose loss was it? 

Mr. Jounson. It was suffered by the shipper, I presume. 

The Cuarrman. If it is true that there was plugging who lost? 

Mr. Jounson. Well, we think the Corporation lost, because they 


paid. 
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The Cuarrman. How could it be, if you say that they purchased 
according to the grade delivered at the terminal and according to the 
weights delivered at the terminal? 

Mr. Jounson. Well, they did not catch all of the dockage that was 
put in the railroad cars. That is the basis for the payment, for some- 
thing that they did not get. 

The Cuatrrman. Do you have evidence to show that they took the 
car weights; that is, the weight of the car? 

Mr. Jounson. No; they did not take the car weights. They took 
the weights of the cars—the weights of the flax as it was emptied into 
a bin scale, going into the elevator. 

The Cuatrman. Into the terminal? 

Mr. Jonnson. Yes, sir. 

The CHatrman. Was this material that was used for plugging 
mixed in with the flax? 

Mr. Jounson. Yes, sir. 

Mr. Correr. In other words, they would take the gross weight of 
the flax upon arrival at the terminal, and then they would have it 
inspected * the State or Federal inspectors, and they would, by their 
method of inspection, give a percentage of dockage which would come 
off the gross weight that the Commodity Credit Corporation would 
have to pay for it. Is that nght? 

Mr. Jonnson. That is right. 

Mr. Correr. They were receiving it in great abundance at this 
time; were they not? 

Mr. Jounson. Yess. 

Mr. Correr. I wish you would describe briefly what some of the 
plugging practices were, and whether or not it was possible to catch 
all of the plugging hat was done under the circumstances ¢ 

Mr. Jounson. Well, in normal procedure the country elevators pur- 
chase the grain from the farmers, and they place this grain, this 
flaxseed in this instance, in their own country elevator bins, and when 
they get a sale for a certain quantity of the flaxseed they empty the 
bin into a railroad car, and then ship to the destination where it is 
sold. As the flaxseed is mixed from the truck of the farmer into the 
bin—several truckloads—and then from the bin back into a rail- 
road car, it becomes thoroughly mixed up, and the dockage is rather 
evenly distributed throughout the whole car. 

In plugging a car a country elevator deliberately places dockage and 
screenings and such things as that around the bottom and on the sides 
of the railroad car in the corners and, perhaps, in special pockets 
within the car where he thinks the inspectors in taking their probe 
samples will not reach, and then he fills the top of the car with ordinary 
good quality flax. 

During this period of time in 1948 and 1949 when the Commodity 
Credit Corporation was buying this flax, it became a rather general 
practice for the country shippers to highload a railroad car. 

Mr. Correr. You mean, put more into it than ordinarily, the 
standard 5 feet ? 

Mr. Jounson. That is right. There is supposed to be a grain 
line in the railroad car which means that it is to be filled up to a cer- 
tain point 5 feet from the bottom. During this period of time these 
country shippers were putting, perhaps, 6 feet of flax in the car, all 
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the way around, with the dockage on the bottom. Then, as the rail- 
road cars moved into a terminal where the inspectors were to take 
samples, they were unable to probe into these various pockets in the 
corners and into the sides of the car. Because it was high-loaded and 
because of the plugging, they did not get a representative sample 
of the contents of the car. And that is the substance of this report. 

Mr. Correr. Did you talk to the State inspectors and the Federai 
inspectors and review the correspondence of the commodity office 
at Minneapolis in connection with your investigation ¢ 

Mr. Jounson. Yes, sir. There is just one more thing about this 
inspection that I would like to point out. It is the accepted practice 
for grain inspectors to use what they call a grain trier or probe which: 
is a five-foot-long metal cylinder which is put down into the railroad 
ear and then is turned and a sample is extracted from the car. If you 
load a car beyond the grain line—that is, higher than the grain level— 
it does not provide enough room at the top for the inspector to craw! 
in on top of the grain and properly take his probe sample down into 
the car. He does not have enough room to get a straight probe, or 
sometimes it is off at an angle and he has a hard time getting into the 
corners and getting straight down the sides. He just cannot get the 
proper type of a sample of the contents of the cars when they are 
high-loaded in that manner. 

Mr. Correr. Also, if it is more than 5 feet the probe fills up and 
he would not get a sample beyond that depth, anyway. 

Mr. Jounson. That is right. He would have to put his hand down, 
perhaps a foot to get clear to the bottom of the car, and he might not 
get a sample of the top part of the car or wherever the probe did not 
reach. 

It was the practice during this period of time to take these samples 
of the flax cars from the railroad cars as they arrived into the termi- 
nals. There are several different means by which a car can be sam- 
pled other than by this probe method. 

As a car is being unloaded into an elevator they put it on a track 
and turn the car on its side and dump the grain into a bin or a pit. 
It is then elevated and put in a scale and it 1s weighed and then, per 
haps, elevated again and put into a special bin. 

There are two or three different places along the line where they 
can take a sample on what they call a belt run or a direct transfer 
from the car into the pit and back again into the car; in other words, 
mixing up the dockage—that is the idea of it—to mix the dockage 
that is in one place with the contents of the car, and then put it back 
in and then take another sample. 

Mr. Correr. So they will get a true representative sample ? 

Mr. Jounson. That is right. So, there are ways that it can be 
sampled. ; 

Mr. Correr. Did the Commodity Credit Corporation use that 
method ? 

Mr. Jounson. Initially the Minneapolis office in setting up this 
flax-purchase program wanted to buy the flax on the basis of what 
they called an “out inspection”; in other words, they would have the 
country shippers and the commission merchants put the flax into an 
elevator, and then it would be purchased on an inspection as it was 
moved out. This would mix the flax that was in the various railroad 
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cars all into one big bin, and as the Commodity Credit Corporation 
urchased the flax they would then have a mixture instead of a definite 
pocket of flax and they would be able to get a much better sample. 

This particular program was argued back and forth between the ter- 
minal warehousemen and the representatives of the country shippers 
and was finally talked over with the PMA people in Washington here. 

Mr. Correr. Do you know what PMA people in Washington ¢ 

Mr. Jonnson. Well, I think Mr. George Prichard was one of the 
men. 

Mr. Correr. Of the Fats and Oils branch? 

Mr. Jounson. Fats and oils Branch, yes, sir. On the basis of the 
fact that the terminal people, apparently, did not want to take the 
loss themselves of these plugged cars which they obviously knew 
were coming into the yards, and some of which had been sampled and 
had shown plugging, they rejected the original announcement by Mr. 
James Cole of the Minneapolis office and said that on the basis of 
that type of purchase program they did not think that the Commodity 
Credit Corporation would be able to buy any flax. 

Senator ANprerson. Who said that ? 

Mr. Jounson. The records that we have indicate that there were 
two or three people that were representatives of the terminal ware- 
housement in Minneapolis, two of which were Mr. Carl Farrington 
and Mr. Howard McMillan. 

Senator ANperson. He is with Archer Daniels Midlands? 

Mr. Jounson. He is vice president of Archer Daniels Midlands. 

Senator Anperson. A former employee of the Department of 
Agriculture ¢ 

Mr. Jounson. Yes, sir. Mr. Howard McMillian. 

Senator ANpDrerson. Who is he with? 

Mr. Jounson. He is the representative of the Terminal Warehouse 
Association or was at that time. 

Mr. Correr. In Minneapolis? 

Mr. Jounson. Yes, and Mr. George Quinn, who was a representa- 
tive of the commission merchants in the Mineapolis area. 

Mr. Correr. Most of this flax came into Commodity Credit Corpo- 
ration via commission men from the country elevators ¢ 

Mr. Jounson. I think so. 

Mr. Correr. That is how they would be represented in the picture 

Mr. JoHNson. Yes; that is right. 

Senator Anperson. How did it come from the country elevators, 
directly ¢ 

Mr. Jonnson. I think some of the terminal warehousemen, the line 
companies that had their own elevators up in the country, brought 
it in themselves. 

Senator Anperson. Then it was their testimony that they didn’t 
want their flax measured because it would be a bad idea ¢ 

Mr. Jounson. I do not think it was put in quite those words. They 
just said that they did not think that they would be willing to sell 
Commodity Credit Corporation the flax on the basis of this particular 
type of an inspection. 

Senator Anprrson. Was not the Commodity Credit Corporation 
program to buy the flax from the farmers ¢ 
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Mr. Jounson. No, this is a different program, I mean, it is a dif- 
ferent operation from the direct loan to the farmers the loan 
program. 

Mr. Correr. This was a purchase program? 

Mr. Jounson. Yes. 

Mr. Correr. Was it not? 

Mr. Jounson. An open-purchase program. After the rejection 
of this original announcement the appropriation employees prepared 
a second announcement which provided that the appropriation would 
buy the flax on the basis of the in inspection. 

The substance of this whole thing is that the Commodity Credit 
Corporation takes the loss on the plugged cars it it is on an in inspec- 
tion; whereas, if they had purchased it under the initial program that 
was rejected by the trade, the trade itself would have stood the loss 
on the plugged cars. 

Senator Anperson. Therefore, the trade recommendation was not 
exactly an unselfish recommendation, was it? 

Mr. Jounson. I think it was a very selfish one; yes, sir. 

Senator Anperson. I am just trying to find out why the Commodity 
Credit Corporation did not go ahead and try to find out whether that 
flax would be available. Was there any other comparable market to 
the Commodity Credit Corporation at that time? 

Mr. Jounson. No, sir, there was not. 

Senator Anprrson. Open-market operations would have broughit 
a whole lot less, would they not ? 

Mr. Jounson. Very definitely so. 

Senator Anperson. So that when they said the Commodity Credit 
Corporation would not buy any, they were just kidding because they 
had to sell to the Commodity Credit Corporation if they wanted to 
become whole ? 

Mr. Jounson. The Commodity Credit Corporation was trying to 
establish a market for the flax. There was not a market for flax until 
this program went into effect. 

Senator Anperson. If they had bought the flax at 5.90 which the 
testimony shows that they did in some instances, was there any other 
place that they could have unloaded it except to the Commodity Credit 
Coroporation and still come out whole? 

Mr. Jounson. Well, let me 

Senator Anperson. Was there any private buyer that would have 
paid that much for it? 

Mr. Jounson. Not at that particular moment; no, sir. 

Senator Anperson. Therefore, it did not matter whether the grain 
trade said it would not give it to them or not, the grain trade would 
have had to give it to them, would it not? 

Mr. Jounson. I do not know whether they would have to or not; 
if they wanted to sell it at all they would have to. 

Senator Anperson. They could take a loss, let it set in their own 
warehouses and deteriorate and take a whale of a loss. 

Mr. Jounson. That is right, if they wanted to market it, it had to 
go to the Commodity Credit Corporation at that time. 

Senaor Anperson. That is right. It had to go at the basis that the 
Commodity Credit Corporation had established, would it not? 

Mr. Jounson. Yes, sir, that is right. 
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Senator Anperson. Therefore there was not anything to the recom- 
mendation of the grain trade that it would not be supplied to them— 
they would have had to sell it tothem. What they were trying to do 
was to persuade the Department of Agriculture to take it on the basis 
where the Department lost because of these plugged cars and they 
were made whole, is that right or wrong? 

Mr. Jounson. I thing that is right. 

Senator Anperson. Thank you. 

Mr. Correr. Would there have been any loss to the warehousemen 
necessarily if it had been purchased on an inspection out of the ware- 
house—they would have gotten a true sample of the dockage, and I 
assume that the country warehousemen when they bought it from 
the farmer would have taken a sample, so that it would have evened 
out, would it not? 

Mr. Jounson. The original plan called for purchasing it as it came 
out of the warehouses. As the cars were unloaded and put into the 
terminal warehouses, if the terminal people themselves had been re- 
sponsible for the dockage they would at that point have had each and 
every car, I presume, inspected and every possibility of dockage 
eliminated, so that the country shipper who plugged the car would 
have lost what he anticipated making by plugging the car. Then, cer- 
tainly, the terminal warehouse, if they had a good inspection program 
on the in inspection, would not have paid for dockage. And in sell- 
ing that same flax back to the Commodity Credit Corporation on the 
out inspection from the warehouse the Commodity Credit Corporation 
would not have paid for the dockage. 

Senator Anprerson. Was there anything wrong as you now see it, 
having gone through the experience, with the original recommenda- 
tion which the Commodity Credit Corporation people of Minneapolis 
themselves worked up? 

Mr. Jounson. Well, my offhand—— 

Senator Anperson. It would, certainly, have saved a lot of money. 

Mr. Jonnson. My offhand opinion, from having gone over this now 
is that it would have been the best program for the Government by far. 

The Cuarmman. I cannot quite follow your statement and recon- 
cile it with the answers you gave me a while ago. As I understood 
you to say when this flax was received at the terminal warehouse from 
the country it was weighed and inspected at the terminal warehouse 
and paid for on that basis. AmIrightonthat? That is what I think 
you testified to. 

Mr. Jounson. Well, the flax was inspected, the majority of it, 
either at the terminal or in the marshaling yards of the various rail- 
road companies in the railroad cars, in Duluth and in Minneapolis, 
and it was then moved to the terminal warehouse scale and placed in 
the terminal warehouse. 

The Cuarrman, All right, it was weighed after it was unloaded 
from the car? 

Mr. Jounson. I think that is the usual procedure; yes, sir. It was 
weighed into a scale at the terminal warehouse. 

The Cuarrman. The weight was not the weight that was recorded 
from the shipping point, but the actual weight when it was put in 
the terminal ¢ 

Mr. Jonnson. Yes. 
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Mr. Correr. There is no issue that the Commodity Credit Corpora- 
tion ever got cheated on weights, is that right—the only question is 
the percentage of dockage? 

Mr. Jounson. That is right. 

Mr. Correr. Was the Commodity Credit Corporation put on early 
we of this practice, as soon as they started to inspect each car as jt 

‘ame in or have inspectors to sample it as each car came in—were they 
oer on early notice of the practice, and what was happening? 

Mr. Jounson. Yes. Even before this second announcement was 
issued and the purchase program put into effect on that basis there 
were a considerable number. The records reflect several hundred 
cars in the terminals in Minneapolis and Duluth, some of which had 
been inspected and has shown very high dockage and plugging. On 
the first or second day of the program the State deputy grain inspector 
for the State of Minnesota 

Mr. Correr. What is his name? 

Mr. Jounson. Stationed at Minneapolis, Mr. John Dwyer, and the 
acting Federal supervisor, Mr. John E. Bohn of Minneapolis, visited 
the office of the Commodity Credit Corporation in Minneapolis, talked 
to Mr. Cole. They informed him that on the basis of the inspections 
that they had made of the cars—at least several hundred cars were 
in the yards then—a big percentage of the cars were high loaded and 
a lot of them were plugged, and that the official inspectors could not 
furnish the Commodity Credit Corporation with representative 
samples of the flax by using this probe method. They suggested that 
the Corporation stop buying on the basis of the in car inspection and 
that the samples be taken by cutting the stream of the flax from the 
weighing scale into the bin and that a sample thus taken would be 
made for each car that went into each one of the elevators. They felt 
that this would be a feasible and an honest plan and would give the 
shipper and the Government their just dues. 

On the basis of this conference Mr. Cole stopped buying flax and 
reported the incident to the trade people, the representatives of the 
trade, and also to Mr. Prichard in Washington. And he said, “Now, 
what shall we do? This is the situation. The Federal inspectors 
tell us that we are not getting the proper kind of a sample. And they 
suggested this other method.” 

In talking with members of the trade they again indicated that 
they thought that this method of sampling was very different from 
what had been established by the trades people in the past and that 
they did not think it was a satisfactory method for trade. They, in 
fact, refused to accept that particular method of sampling and wanted 
to revert back to the probe method in the railroad cars. 

Mr. Prichard gave Mr. Cole authority to resume buying on the 
basis of the previous basis and he sent him a wire dated August 30, 
1948, and stated that he would accept full responsibility for the 
decision. 

Senator Anperson (presiding). Did he give him authority or 
give him direction ? 

Mr. Jounson. Well, I think it was more or less of an agreement 
after discussion between Mr. Cole and Mr. Prichard. Mr. Cole was 
seeking advice from Mr. Prichard. And Prichard said, “All right, 
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you go ahead on the basis that you were and I will accept the responsi- 
bility for the decision.” 

Mr. Correr. What is your source of this information, Mr. Johnson ¢ 
Did you interview Mr. Cole and Mr. Prichard or is this the corres- 
pondence, or what ? “rive . 

Mr. Jounson. A telegram that is in the files of the Minneapolis 
commodity office reflects that information. 

Mr. Corrrer. Was it not feasible to sample the cars as they came in 
in any other method but the probe method that the inspectors used ¢ 

Mr. Jonnson. Well, Mr. Dwyer and Mr. Bohn said it would be 
feasible to cut the stream as it entered from the scale to the bin and 
take a proper sample. 

Mr. Correr. Wasn’t there more work to that from the elevator’s 
point of view—what was their objection to that, if it provided a truer 
sample ¢ 

Mr. Jounson. I think it goes back to the same objection they had 
before, that they were not particularly interested in getting a real 
good sample. 

Mr. Correr. Did these warehousemen have anything to gain by 
not getting a representative sample ¢ 

Mr. Jounson. Well, I do not know that the terminal people did, 
but certainly the country shippers did, yes. 

Mr. Correr. But it was the terminal people that they were dealing 
with, who would be making the sample. 

Mr. Jonnson. It is all the grain trade. 

Senator Anperson. Not entirely the terminal people, is it? This 
Mr. Dahl, about whom this investigation was made, was a representa- 
tive of the Farmers Union Grain Terminal Association, was he not ? 
Why would you not expect that the Farmers Union Grain Terminal 
Association would recommend that they not cut the grain, but take 
the plugged cars and pay for the plugging—is that not what it came 
down to? 

Mr. Jounson. Yes, sir. 

Senator Anperson. That is what Archer-Daniels-Midland did, did 
they not ¢ 

Mr. Jonunson. Those terminal warehouses that also had line ele- 
vators were interested in 

Senator AnpErson. Keeping the plugging paid for by the Govern- 
ment ¢ 

Mr. Jonnsen. Exactly. 

Senator Anprrson. And reduced to its simplest terms, that is what 
it comes down to, whether you are going to take it out of the pocket 
of the Government or run it as a legitimate business enterprise through 
the trade—they could have detected it by cutting the stream very 
easily, could they not? That is a customary practice, is it not ? 

Mr. Jonnson. Well, apparently, it is a customary practice, but 
maybe it was not at Minneapolis at that time. 

Senator ANpeRsON. Is itot a customary practice where the pur- 
chaser is the private trade and wants to be sure he does not get hooked ? 

Mr. Jounson. Absolutely. They would not think of buying a car 
that they did not get the best possible sample from either by probe 
or cutting the stream, or by direct transfer, or an automatic sample, 
or any of the means by which they take samples of the grain. 
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Senator Anperson. That is the basis on which Mr. Cole recom 
mended that the Government protect itself by doing these other things, 
is that not true ? 

Mr. Jounson. That is right. 

Senator ANperson. I have never seen Mr. Cole, so far as I know. 
but his recommendations sounded like he was trying to protect the 
Government. 

Mr. Jounson. I think that is true. 

Mr. Correr. Was there complete capitulation on the part of the 
PMA in giving in to the trade’s desires in this regard, what did the) 
work out eventually ? 

Mr. Jounson. Well, I think that is a good way to put it, that the 
PMA capitulated to the trade. 

Mr. Corrrer. Was there responsibility on the part of the termina! 
warehousemen to see that representative samples were made, and so 
forth? 

Mr. Jounson. Well, in the announcement that was issued which 
the terminal people accepted (it is in this report as exhibit No. 
sheet No. 2), paragraph 3 states: 

The warehouseman shall be responsible for notifying, in advance of loading 
or unloading, the Minnesota Railroad and Warehouse Commission, the Wisconsin 
Grain and Warehouse Commission, or other similar governing bodies, requesting 
their supervision of the unloading, handling, and binning of the flaxseed sold 
to this Corporation— 
and then it goes on to say that the warehouseman shall immediately 
notify the Federal supervisor on all so-called plugged cars, so that 
partial or full car inspection can be made. 

Under this second announcement the Commodity Credit Corpora- 
tion recognized that they would not have sufficient inspection under 
this program and they placed the onus of a good inspection on the 
terminal warehouseman. And if they noticed there was a plugged 
car, they were supposed to call for a Federal appeal or some means 
by which a proper sampling could be made of the car. 

Mr. Correr. Did evidences begin to show up that they were not 
getting proper samples and that they were taking a loss? 

Mr. Jounson. Almost immediately after this program started a 
employee of the Minneapolis office, a Mr. H. H. Friese, who is the 
Chief of the Storage and Maintenance Section, attempted to under- 
take a one-man job of policing the plugged cars for the Commodity 
Credit Corporation. His procedure involved visiting a considera! ble 
number of these terminal warehouses and talking with the people 
there and watching the unloading, and noting in various reports 
that he later prepared and made to the Minneapolis office (some of 
which were sent in to Washington), that there was plugging going 01 

Senator ANperson. Do we have any of those reports, Mr. Friese’s 
reports, are they here? 

Mr. Jounson. Yes, we have two or three of Mr. Friese’s reports in 
corpor: rea in here. 

Mr. Correr. You might very briefly summarize them, and then we 
will have them entered in the record with the permission of the 
chairman. 

Mr. Jounson. They are part of this report. 
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Mr. Correr. We can pull them out of here and put them in our 
record. 

Mr. Jounson. On September 22, Mr. Friese sent a report in to the 
Minneapolis office, which was teletyped to Mr. Prichard, and it reads 
as follows: 

Following is a report of the information received from Howard Friese at 
Duluth today with regard to his investigation on “plugged” flax cars. 

The figures are taken directly from the records of various elevators in Duluth, 

September 20—29 cars of flax unloaded, of which 12 cars were plugged. 

September 21—29 cars unloaded. 

The dockage damaged on the basis of reinspections and were shown 
in one instance to be from the original inspection which showed the 
dockage as 7 percent and the reinspection showed the dockage to be 
44 percent. 

Senator Anperson. What is that, 44 percent? 

Mr. Jounson. Yes, sir. 

Mr. Correr. From 7 percent? 

Senator Anperson. Nearly one-half of the car was dockage, then? 

Mr. Jounson. That is right. 

Senator Anperson. That could not happen accidentally, could it? 

Mr. Jounson. I do not know that, sir. 

Two or three other instances here show that there are changes from 
7 to 43 percent, and from 13 to 30 percent, and from 21 to 32 percent. 

Other instances show 19 to 34 percent. 

And in commenting upon this, Mr. Friese says: 

About 75 percent have plugs of one kind or another, at most houses. One or 
two houses don’t feel there are many plugs. 


He goes on to show in some instances that the plugging did not 
apply to two or three of the elevators. He says: 


This gives a good picture of the percent we are getting changed in our favor. 

He says in the last paragraph: 

One car came in with such a high load that Federal refused to work it until 
it was run through the house. On this car, the original dockage was 5 percent, 
the probe sample by the elevator showed 6 percent, and the Federal sample 
reported No. 1 flax 12 percent dockage. 

That was signed by Mr. Matthews, acting director at Minneapolis. 
And as I said before, it was addressed to Mr. Prichard. 

Senator Anperson. If a car was originally said to have 5 or 7 
percent dockage and showed 44 percent dockage who would lose by 
the acceptance of that 5 percent dockage ? 

Mr. Jounson. Well, if the car actually contained 44 percent dock- 
age and such dockage was not uncovered or was not determined and 
the original 5 percent inspection went through, the United States 
Government lost 39 percent of that car, which was about at $100 a 
percent which means they lost $3,900 on one car alone. 

Senator ANDERSON. On the car that you mentioned where there was 
this 44 percent dockage, what actually happened—did the Govern- 
ment lose it or was the elevator charged back with it ? 

Mr. Jounson. Well, on these particular cars the Government did 
not lose because the dockage was determined. 

Senator Anperson. And, therefore, if Mr. Friese had not done 
this sort of single-handed and alone, if they had followed the in- 
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structions that they got, the Government would have lost if he had 
not done this¢- Were there any cars on which the Government did 
not lose—did any occur? 

Mr. Jounson. Our report here is based on the fact that not al! 
of the cars that were purchased by the Commodity Credit Corpora 
tion were reinspected in the manner that is shown here by Mr. Friese’s 
report. And on that basis we feel there were a great number of cars 
which also contained additional dockage, the same as is reported here. 

Senator Anperson. You found the practice, and those that you 
caught made it good or it was charged back to them ¢ 

Mr. Jounson. That is right. 

Senator Anperson. Those you did not catch went through and 
the Government lost on them ? 

Mr. Jounson. Exactly. 

Mr. Correr. Were the cars arriving in great volume during this 
period ¢ 

Mr. Jounson. Yes. They were coming into these terminals i) 
great volume. 

Mr. Correr. In such volume it did not make it practical in al] 
cases to have reinspections and reruns on all of the cars that were 


coming through ¢ 

Mr. Jonnson. Here again let us cite Mr. Friese’s report with regard 
to that particular factor. 

On October 1 he reported to Mr. Cole that he had visited some more 
of the elevators in the Duluth area, and he noted in this report—it is 
on page 13 of this report—that there were several plugged cars that 
were noted by the elevators which came from the same station and 


the same shipper. 

He also said that— 

It is indeed unfortunate that the country elevators are plugging to this 
extent. It really makes additional work for everyone concerned and it 
not very encouraging for our net out-turn. However, I believe that most of 
the elevators are doing a fairly dilligent and conscientious job of taking 
this flax. Then, we must take into consideration that when they are busy and 
it is inconvenient for them to handle the same as if it were their own grail 
there is a tendency to let down and take the easy way out in that they dor 
have to stand the financial loss. 

Mr. Correr. In other words, their responsibility was not there: 
they were just asked to do this, and there was no check to determine 
whether they did do it or there would be no loss to them if the) 
did not do it? 

Mr. Jounson. That is right—no loss to the terminal if they did 
not call for reinspections and find this additional dockage. 

Senator HickenLoorer. What is the period of time of the big rw 
on carloads of flax into this area during this period this particula: 
year—what dates do you recall? 

Mr. Jounson. It began in September, October, and Novembe: 
those were the three largest months. 

Senator HickeNn.Loorer. Do you know how many carloads came into 
these two areas ¢ 

Mr. Jounson. A flax car holds about 1,800 bushels of flax, and 
approximately 22 million bushels of flax came in during those 3 or 4 
months, which means there were about 12,000 cars of flax that came 
into the Duluth and Minneapolis markets during those 3 or 4 months. 
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Senator Hickentoorrer. Do you have any record as to how many 
cars were reexamined ¢ 

Mr. Jonnson. No, sir; we do not. We have tried to find that 
information out and it just is not available at this time. We estimate 
from what we found in the records that probably a maximum of from 
15 to 20 percent of the cars were reinspected, Federal appeal. 

Senator Hicken.Loorrr. The samples which you used in September 
90, 21, and 22, those 3 days, indicate that on September 20 out of 29 
cars of flax unloaded 12 cars were plugged and on September 21 
out of 29 cars I think 20 or 24 of them were plugged as shown there 
on page 10, and on September 22 you have a statement there that 17 
ears of flax were unloaded and the elevators decided they were so 
bad they called Minneapolis and got an O. K. to have a house run. 
Total of 24 cars unloaded on September 22. Nine of them were 
unloaded and house run sample taken. 

What I am trying to find out is whether or not it is reasonable to 
believe that these sample figures which you have given here might 
or might not be characteristic of the 12,000 cars; that is, a substantial 
percentage of them were plugged which were never caught by a 
reexamination ¢ 

Mr. Jounson. We definitely think they are, that they are not 
special instances at all, but that they are a representative sample of 
what you might expect to find if you inspected every car that came 
in, reinspected every car, I mean. 

Senator Anperson. On these nine cars at the bottom of page 10, 
nine were unloaded and sample was taken. Seven of the nine cars 
there was a change, one from 19 clear up to 34 percent, one from 10 
up to 23 percent, 12 up to 15 percent, and so forth, an average, cer- 
tainly, of 7 or 8 percent per car or 6 or 7 percent per car, let us say. 

Do you understand that would be $600 a car lost if it was 6 percent ‘ 

Mr. Jounson. Each percentage point is $100, or $108 to be exact. 

Senator ANDERSON. So that if these seven cars averaged out 6 per- 
cent difference you would have about $650 lost on each one of these 
cars. That was seven out of nine. 

Mr. Jounson. Yes, sir. 

Senator Anperson. That would indicate a pretty heavy percentage 
was being plugged. Have you made any estimate as to how many 
cars were plugged out of the 12,000 that were handled then? 

Mr. Jounson. We have not tried to do that. There was no way 
that. we could tell. 

Senator ANperson. Were there 12,000 cars handled ? 

Mr. Jonnson. That is about the way it figures out—12,000 cars for 
the 22 million bushels. 

Senator Anperson. I am trying to figure out where the General 
Accounting Office got a figure of $3 million loss on this. If 5,000 
cars had been plugged at $600 a car, you would be right there, would 
you not? 

Mr. Jounson. We have used in stating what we considered to be 
the loss the percentage that was given to the Compliance and Investi- 
gation agent by Mr. Cole. He says that he thinks about 2 percent 
of the total value would be attributable to plugging. And on the 
basis of 2 percent we have calculated probably $2,500,000 in 1948 
and an additional $500,000 or $600,000 for the next year, based on 2 
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vercent. We do not say that the 2 percent is right or wrong. W: 
as not know. We have not been able to find out exactly what the pe: 
centage of plugging was. It is an abstract thing that we cannot c: 
termine at this time, because it is by the board, and there is no way 
of going back now and making that determination. 

The Cuamman. Are there any further questions? 

Mr. Correr. Mr. Johnson, did you make any study of the expense / 
Who paid for the expense of the inspection, Commodity Credit Cor 
poration’ Is there any charge for an inspection ? 

Mr. Jounson. I cannot answer that, Mr. Cotter—who paid for 
the original State inspection on these cars—but if there was an ap 
peal the Federal Government paid for it where they benefited by tl. 
appeal. In other words, if the dockage percentage was increased, 
the Federal Government had to pay the $3 inspection charge. 

Mr. Correr. You did not make any study as to the comparative 
expense of the inspection plus the reinspection method as against your 
taking a run sample as the flax went into the elevator—you did not 
make any comparative analysis of cost? 

Mr. Jounson. No. I am informed that I stated it wrongly, that 
where the Federal dockage on a Federal appeal is increased that the 
shipper pays for it. 

Mr. Correr. That would eliminate that additional expense? 

Mr. Jounson. Yes, sir. 

The Cuarrman. Did you find any sign, or lead, of any fraud or 
collusion between the officials of the Commodity Credit and those who 
owned this grain, and shipped it, that brought about the condition to 
which you complain? 

Mr. Jonunson. No, sir. 

The Cuarrman. Are there any further questions? I1f not, thank 
you very much, Mr. Johnson. 

Senator ANnperson. I see that Ed Shulman is not here to represent 
the Office of the Solicitor. He wrote the opinion to which there has 
been some reference. Do you not think that we ought to question 
him? 

Mr. Correr. If I might make an explanation on that, both Mr. 
Shulman and Mr. Hunter are in Denver this week on a convention 
that the Department is having of its solicitors out there. I checked 
into it and found that Mr. Pickard actually wrote the memo and 
knows more about it. I was going to check with your office, but when I 
found that he wrote the letter and is more or less responsible for the 
information in it I talked to Mr. Shulman and I thought it would 
be all right if we had Mr. Pickard here. And we have him. 

The Cuarrman. Thank you very much. 

Senator ANperson. You are not having Mr. Dahl? 

Mr. Correr. No, but he was only one of very many people involved. 
We have the agent who took the statement from him and who in- 
vestigated it, from C. and I. I know you mentioned his name, too. 

Senator Anperson. Here is a man who stated that he plugged the 
cars, did it purposely, paid more for the flax than he ever could hope 
to receive—plugged the cars so he could hook the Government. 

Mr. Corrrer. We have the agent who took the signed statement from 
him. We thought we could cover that through him. I think there 
are a few more questions that we might cover with you, Mr. Johnson. 
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You have covered the notice that Commodity Credit Corporation 
was given, and Mr. Cole’s estimate that there was a 2 percent loss. 

Did you not make other inquiry as to the percentage of the loss 
thatwould be involved—did you not have other opinions from experts 
that were handling the matter? 

Mr. Jounson. Well, yes. We talked with the State and the Fed- 
eral inspectors. 

Mr. Correr. To be exact, who? 

Mr. Jounson. Well, the Federal people that we talked to were 
Mr. Morton Johnson and Mr. Boyum. 

Mr. Correr. Mr. Johnson will testify later, but what did he say 
with respect to his opinion of what loss Commodity Credit Corpora- 
tion suffered through this method of operation ? 

Mr. Jounson. I think that Mr. Johnson’s statement was that there 
would be a great loss. I do not believe he told us there would be any 
particular amount or any percentage at all. And I think that was 
the testimony of the State man, that they did not want to go on record 
as to there being any particular number of dollars or percentage points 
that were lost. It was merely that the Corporation would suffer a 
great loss by this particular action. 

Mr. Correr. You arrived at a figure of between 2 and 3 million, 
nearly $3 million, I guess, and you did that on what basis? 

Mr. Jounson. As I said before, we used the percentage of shrink that 
Mr. Cole attributed to this plugging practice which was incorporated 
in his statement to Mr. Nealon on this Dahl investigation, at Morris, 
Minn., where he said that the final grades which were made on an out 
basis indicated approximately a 2 percent shrink in the net weight 
of the flaxseed purchased by Commodity Credit Corporation. And 
he attributed this 2 percent shrink to the above-indicated loading 
practices of the shippers, namely, of putting heavy dockage in the 
bottom of the cars. 

We have applied the 2 percent loss to the total valuation of the flax 
that was purchased during 1948 and the price that was paid was about 
$6 a bushel, and there were 21,500,000 bushels purchased in 1948 
which we have set up here as being $2,580,000 loss on that. On the 6,- 
500,000 bushels purchased in 1949, applying the same 2 percent to $3.99 
price that they paid for the 6,500,000 bushels of flax, we arrived at 
$518,700 which is approximately the $3 million we said would be the 
loss based on the 2 percent stated by Mr. Cole. 

Mr. Corrrer. Of course, when somebody puts foreign material in a 
car and ships it to the seller that is plain fraud, is that not correct? 

Mr. Jonnson. Certainly, it is misrepresentation. You represent 
it to be flax and it is something else. 

Mr. Correr. Was any action taken by Commodity Credit Corpora- 
tion in any particular instances to stop the practice or to deter it ? 

Mr. Jounson. Well, back in 1949, as the result of this plugging 
practice, the Compliance and Investigation Office in Chicago con- 
ducted an investigation of this Mr. Dahl at Morris,Minn. Mr. Nealon, 
the agent from Compliance and Investigation from Chicago, conducted 
the investigation and made his report. He reported that Mr. Dahl 
had actually plugged the cars. There was record evidence to indicate 
that that was the case. Mr. Dahl had actually gone out and pur- 
chased 66,000 bushels of screenings—— 
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Senator Anpverson. Bushels or pounds—I thought it was pounds. 

Mr. Jonnson. Pounds of screenings and had been unable to satis 
factorily account for the disposition of the screenings. And it was 
presumed that these screenings were placed in the bottom of the cars 
in these plugged cars. 

Senator Anperson. Was there ever a civil suit filed to recover from 
any of these people? I saw where they said that no criminal action 
is recommended, but certainly there would be civil action. It would 
be self-evident. 

If I buy a railroad ticket and it costs me $10, and I should turn i: 
an expense statement to the Government saying that the ticket cost me 
$20, the General Accounting Office would be calling on me pretty soon. 

What did it do to this man who has a couple of million? Did the 
Department do anything about it, I mean, do you know of any civi! 
action against one person who defrauded the Government in 1948, 
1949, or 1950 on this flax case? 

Mr. Jounson. No, sir; it is not quite that situation. 

Senator ANpersON. That is what I am trying to get to. What is it? 

Mr. Jonnson. Here in the case of Mr. Dahl he plugged these cars, 
but they caught him, so there was no loss to the Government. So 
there was nothing to sue on. 

Senator Anperson. Oh, yes, sir, on the men that you caught. 

Mr. Jounson. The ones that you do not catch, you do not know 
about. 

Senator ANDERSON. So it is only a question of bad practice? 

The Cuatrman. That is all. 

Senator ANperson. In such a fashion. 

Mr. Correr. Is it not also a question of fraud and cheating? 

Mr. Jonnson. Well, if a man continues to—this is the way I see it, 
if a fellow goes into a bank at night and takes $5,000 out of the bank 
and you catch him the first time, you get the $5,000 back and you let 
him go. 

The next time he goes in and does the same thing and you get the 
$5,000 back and you let him go. That continues on. 

He keeps plugging the cars, plugging the cars. You continue t 
get your money back. So you do not suffer any financial loss by 
reason of his action. 

Mr. Correr. Are you suggesting that you might not catch him the 
third night? 

Mr. Jounson. Exactly. 

The Cuarrman. Mr. Johnson, I am going back to the question that 
I have asked you on two occasions. What evidence did you find that 
the contents of the car, the bottom of that car was put in the termina! 
what evidence have you that it was included in the weights that were 
finally adjudicated upon by the terminal ? 

Mr. Jounson. Well, all of these cases where they caught the 
dockage, the dockage went into the terminal and went into the gross 
bushels that were loaded in. And we presume that in every instanc 
where they did not catch the dockage it also went into the gross bushels 
that were loaded into the elevator. 

The CHarrmMan. When a car is unloaded at the terminal is the whol 
content dumped in? 

Mr. Jounson. Yes, sir. 
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The Cuatrman. And would that include the sand that is at the 
bottom of the car? 

Mr. JouHnson. Whatever is in the car goes in. 

The CuarrMan. And that is dumped into a pit, is it? 

Mr. Jounson. Well, into a pit or into a scale or into some kind of 
a bin. ‘There are various facilities at various elevators. 

The Carman. Would it be an easy matter for someone to be 
present and catch all of this excess foreign matter? 

Mr. Jounson. These inspectors that we have talked to said that it 
is a common practice, and that they can definitely recognize dockage 
as it moves from the car into the pit. 

The CHarrman. And were they present when this unloading was 
being done ¢ 

Mr. Jounson. In some instances they were where the car was on a 
direct transfer and was loaded into the pit and unloaded back into 
the car. 

The CHarrMANn. Are there any further questions ? 

Senator ANpeRson. You did find one day where there were 17 cars 
unloaded and they took a test on 9 of them and found that every one 
of those 9, or 7 of those 9 were loaded to the extent as I figured it out 
62, percent ¢ 

Mr. Jounson. Yes, sir. 

The Caarrman. We will recess for a moment. 

( Recess. ) 

The CuarrmMan. We will come to order. 

Mr. Correr. I want to ask you, Mr. Johnson, you talked about this 
Dahl report. I want to ask you if you know whether there had been 
other cases investigated; that there has been a large number of these 
cases investigated where there was definite evidence of very substan- 
tial plugging and cheating on the part of the shipper? 

Mr. Jounson. We know of the Dahl case. The Kerkhoven Grain 
Co. of Kerkhoven, Minn. And the Farmers Elevator Co. at Tenney, 
Minn., and the Farmers Cooperative Elevator Association at Nor- 
cross, Minn. 

Mr. Correr. Four of them? 

Mr. Jounson. We know of those four instances where the Compli- 
ance and Investigation Branch of PMA made an investigation. 
There may be others, but they have not been made available to us. 

Mr. Correr. The facts in the Dahl case were that he, in addition 
to there being tangible evidence of plugging, the C. and I. people 
found that he had bought screenings and, apparently, placed those 
in the car; is that not correct ? 

Mr. Jonson. The assumption in the report is that he did place 
some of the screenings in the cars that he plugged that were discov- 
ered ; yes, sir. 

Mr. Correr. What action was taken in connection with that case? 

Mr. Jounson. That is the case that was referred to the Assistant 
Solicitor for action up through channels. 

Mr. Correr. When was it investigated ? 

Mr. Jounson. It was investigated—— 

Mr. Correr. When was the report? 

Mr. Jounson. The report is dated March 29, 1949. 
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Mr. Correr. When was it referred to the Solicitor’s office; do you 
have that ? 

Mr. Jonnson. I do not have that, no. 

Mr. Correr. When did the Solicitor’s office give an opinion on it’ 

Mr. Jounson. The opinion is dated June 30, 1950. 

Mr. Corrrr. They indicated on the facts that they did not feel that 
prosecution was warranted ? 

Mr. Jounson. That is right. 

Mr. Correr. Did they ask for more facts? 

Mr. Jounson. I don’t know that. Our information is that they 
did not. 

Mr. Correr. What action was taken in this, was it the Kerkhoven 
you said? 

Mr. Jounson. Yes, sir. 

Mr. Correr. What are the facts in that case? 

Mr. Jonnson. In the Kerkhoven case the C. and I. agent estab- 
lished, I think, a set of circumstances similar to the Dahl case, that 
the man had plugged the cars, except that he had not purchased 
screenings for that purpose, but he gave the agent a statement to the 
effect that he had done this deliberately in order to get a higher grade 
on his flax. 

Mr. Correr. You mean a higher grade, or more money? 

Mr. Jounson. He stated that it was higher for the purpose of se- 
curing a higher grade. 

The Cuarrman. Which meant more money? 

Mr. Jounson. Yes, obviously, it meant that he wanted to get more 
money for the flax. 

Mr. Correr. Why would he be purposely plugging to get a higher 
grade? Ido not see how he could. Is that explained? 

The CHarrman. That certainly does not seem reasonable. 

Mr. Jounson. I would think that he meant that he had definite], 
put flax, I mean, plugging into the car, and that if it were not deter- 
mined, that he would get paid for the dockage. 

Mr. Correr. What was this man’s name? 

Mr. Jounson. David Nelson, and his partner in the Kerkhoven 
Grain Co. was a man named Victor Hansen. 

Mr. Correr. What action was taken on this case—was this reviewed 
by the Solicitor’s office? 

Mr. Jounson. We have no information that it was ever submitted 
co the Solicitor’s office; no. I do not know whether it was or not. 

Mr. Correr. Do you know whether it went to the regional attorney! 

Mr. Jounson. I do not know that; no, sir. We searched the Min- 
neapolis commodity office for a recommendation by Mr. Cole that the 
case be sent to the Solicitor and we did not find that information. We 
presumed on the basis of their usual procedure where he would be 
requested to make a recommendatjon for prosecution, that he did not 
make one, and therefore it did not go to the Solicitor. 

Mr. Correr. Incident to your investigation, did you determine 
when Commodity Credit Corporation sold this flax that they made a 
computation as to actually what their loss had been as the result of 
this plugging practice as distinguished from any possible estimates 
they may have had at the time in the usuai course—did they find out 
actually what their loss was? 
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Mr. Jounson. I think from time to time that they made computa- 
tions on various segments or particular elevators where this flax had 
been stored. One computation that we secured from the eens 
oflice showed that they covered approximately 7 million bushels in 
Cpr 

Mr. Correr. When was that computation made? 

Mr. Jounson. Well, it was made on—— 

Mr. Correr. When was it made? 

Mr. Jounson. Approximately the 614 or 7 million bushels that was 
purchased in 1949, the 1949 crop. 

Mr. Correr. When was it finally determined how much they actu- 
ally lost—do you know the date of the computation ? 

Mr. Jonnson. I do not know that. 

Mr. Correr. We can get that from other witnesses. Do you have 

anything else, Mr. Johnson, in connection with your findings and 
your investigation that you would like to advise us about ? 
' Mr. Jounson. Well, I would just like to point out here that we are 
basing our report here on information that there was a definite plug- 
ging practice going on. We do not know the exact extent to which 
twenton. We do not know how individual cars were involved. We 
have no way of going into that. And we are assuming, because of all 
of the information that is available, the plugging practice was in 
effect and that it was pretty general throughout this whole period of 
time. And we are basing our loss on the fact that the unknown factor 
of how much plugging was not discovered by reinspection. I think 
that about sums the thing up. 

Mr. Correr. And that Commodity Credit Corporation lived with 
the situation ? 

Mr. Jounson. Exactly. 

Mr. Correr. I think that is all I have. 

The Cuarrman. Thank you, very much, Mr. Johnson. 

Mr. Jonnson. Thank you. 

The Cuarrman. Will you raise your right hand? You do solemnly 
swear to tell the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. WANGENSTEEN. I do. 


TESTIMONY OF JOHN S. WANGENSTEEN, CHIEF DEPUTY INSPEC- 
TOR AND WEIGHMASTER, STATE OF MINNESOTA, DULUTH, 
MINN. 


Mr. Correr. Will you state your full name? 

Mr. WanGenstTrEN. John S. Wangensteen. 

Mr. Correr. What is your occupation ? 

Mr. Wancensteen. I am chief deputy inspector and weighmaster 
for the State of Minnesota at Duluth, Minn. 

Mr. Correr. Incident to that, what are your duties, generally ? 

Mr. Wancensteen. To supervise inspection and sampling and 
weighing up grain in Duluth, and also the protein laboratory which 
establishes protein tests. 

Mr. Correr. You are part of the State inspection system ? 

Mr. Wancensteen. Under the railroad and warehouse commission; 
ves, sir. 
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Mr. Correr. Were you so employed in 1948 or 1949? 

Mr. WancensteeN. In 1948 I was registrar. I was not in my pres- 
ent capacity. I was registrar, which has to do with issuing of ware- 
house rec eipts and keeping the counts for all of the elevators, what 
they have in them and what they shi 

Mr. Correr. Have you been a erain inspector for some time? 

Mr. WANGENSTEEN. No. My chief experience has been in the regis- 
tration line. 

Mr. Correr. But in your capacity in the various jobs you have held 
under this State law you are very familiar with the practices that 
prevail in the grain trade and the procedures that were employed 
by the State, and inspecting, and so forth? 

Mr. WancensTEEN. I have been in this same office for a little over 
28 eg 

Mr. Correr. In connection with the 1948 acquisition program by 
Commodity Credit Corporation of flaxseed, did you have some occa 
sion to observe various inspections that were made upon boxcars? 

Mr. WANGENSTEEN. Yes. 

Mr. Correr. Was there a high percentage of those cars that ap 
peared to contain excessive dockage ? 

Mr. Wancensteen. Yes, although not any more than is usual i 
flax. 

Mr. Correr. You mean? 

Mr. Wancensteen. Over the years flax has always contained high 
dockage. 

Mr. Correr. Is that normal or is there a practice in flax to do 
considerable plugging ? 


Mr. WanGENSTEEN. I cannot answer that. I do not think there is 
any more of a tendency to plug cars of flax than there is any othe: 
kind of grain; let us put it that way. 

Mr. Correr. Do they plug other grain cars? 

Mr. Wancensteen. I think so. We find evidence of it right along 


ves. 

Mr. Correr. Did your State inspectors find evidences of numerous 
plugged cars in these flax shipments ? 

Mr. Wancensteen. Not numerous plugged cars. I will tell you 
when I think they are plugged mostly is during the busiest season 
when we are handling such huge quantities of grain, so many carloads 
of grain, and the elevators are all unloading | to full capacity. Th 
shipper knows. 

Mr. Correr. Like this situation that prevailed during the fall of 
1948 when the Commodity Credit Corporation—— 

Mr. WaNGENSTEEN. That is right. 

Mr. Correr. Was buying these 22 million bushels? 

Mr. WAncENSTEEN. That is right. 

Mr. Correr. You feel that the country shipper takes advantage 
of the congested situation and the overworked inspectors? 

Mr. Wancensteen. I think he does. Let us say they gamble o1 
it, beeause when a country shipper plugs a car with screenings and 
it is found, one must remember that he is paying from 30 to 45 cents 
a hundred pounds freight on —_ worthless stuff that he puts in the 
car. So, as I say, he really is gambling when he plugs a car, because 
if we find it, anyone finds it, he | is paying freight on something that 
is practically worthless. 
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Mr. Correr. He wants some chance that he will get it through? 

Mr. WANGENSsTEEN. That is right. 

Mr. Correr. During those busy periods are your facilities bent to 
the breaking point, to the extent that you might not do as thorough 
a job as you would during the season when you are not so rushed ¢ 

Mr. WancensTeEN. No; I do not think it has anything to do with 
our facilities. I was thinking that the terminal elevators catching 
cars as they are being unloaded, I think it was covered before, that 
it is the general practice for a number of years to overload grain cars. 
The probe that our men, our samplers use, is 63 inches long. It has 
11 sections on it. It is a brass tube within a brass tube, and these 
sections are about this long | indicating |, and each one is separate from 
the other. 

One thing that they had a little wrong here is how the probe oper- 
ates. It is put down in the car as far as it will go and then opened 
and then the grain comes in to all of these sections of it, and then 
is closed and pulled out and then laid on the sampling cloth. And 
we do that in five different places in the car. And then the composite 
of those is put in our sample sack. That is what we get. That is how 
sampling is done. 

On flax we take a double sample. In other words, we have 10 
probes, because we know that flax is subject to high dockage and 
on the even, more on the even loading than any other kind of com- 
modity that is handled in the grain trade. 

Mr. Correr. Can an expert plugger plug a car so that the normal 
probe inspection will not get it? 

Mr. WANGENsTEEN. Well, here is the way it happens: For example, 
we have lots of cars that have 80 to 90 inches of grain in them, that 
is, the depth of the grain in the ear. And our probe is 63 inches long. 
Well now, if you push the probe to the bottom, then you are not getting 
a sample at the top of the car. If you push it just down to its full 
63 inches, then you cannot get a sample of what is on the bottom of 
the car. It is physically impossible. That is one of the reasons, the 
biggest trouble in proper sampling is the overloading of grain cars, 
which is not only in flax, it is in all grains. 

Mr. Correr. If they put this dirt, or dockage, or screenings, et cetera, 
in the corners and special spots, there is more than an even chance 
that even in your 10 probes you will not get it ? 

Mr. Wancensteen. Except that the 10 probes, with that, naturally, 
you are making a pattern. The ordinary probing is in five places in 
the car. The last in the middle. In the 10 probes they will do that, 
plus here, and here, and here [indicating]. They will get five more 
places, in other words, you are pin-pointing the things a little more 
than you would on any other kind of grain. It is not done to find 
plugs, because flax is a very hard thing to load evenly. As to the flax 
dockage, for instance, a farmer comes into the country elevator and 
one farmer might have 25 percent dockage in his flax and the next 
farmer have 5 percent and another have 10 percent. All of these 
deposits of grain go in enough to make one boxcar. The country 
elevator is not mixing that stuff. He dumps it in the boxcar. Not 
that they do not plug them, do not misunderstand me, but I mean 
fundamentally it is a bad thing to sample. 

Mr. Correr. From your experience, what would you say would be 
normal dockage, average dockage, on flax that came run-of-mill? 
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Mr. WaANGENSTEEN. I am just going to guess now. I would ; 
that flax would average probably 11 percent dockage as a general 

Mr. Correr. If you got a carload that was way up in the twent 
would it not be rather suspicious that it was shoaunlt 

Mr. Wancenstren. We have found lots of cars that were, let 
say, as evenly loaded as any other cars of flax were, that have } 
real high dockage. We have had dockage of 32 and 40 percent in flax 

The CHarrman. Is that dockage estimated from the samples tha 
you take? 

Mr. Wancenstren. That is right. What we do, the way we g 
this ten-prob sample, that is approximately 14 pounds of flax, : 
first thing we do we run it through what we call a Hart Carter mach 
that removes what we call the machine dockage. That takes th 
stems and the big pieces, and then, also, the fine dust and chaff and 
the like. 

Flax is unlike any other grain. 

Our inspector, after he gets this machine dockage, puts that on 
place, and then he takes a thousand grams of flax and picks ou! 
every bit of thing that is not flax in that. That goes in with th 
rest of the dockage. Then that determines that. 

Mr. Correr. Including the broken kernels? 

Mr. Wancensteen. If they cannot go through—if they will g: 
through with the dockage, then they cannot be practically clean 

The Cuarrman. Do you do that as to each car? 

Mr. Wancenstren. Each car that we have a sample of. 

The CHatmman. If any dockage should result, you are the on 
to determine what that dockage is? 

Mr. WaNnGENsSTEEN. That is right. 

The CHarrman. And it is usually carried out by the receive: 
that grain? 

Mr. Wancensteen. The normal practice is that our cars ar 
sampled, the bulk of them, out in the country. For example, our 
minal in Duluth and in Minneapolis, our cars are sampled at Thi 
River Falls which is way out West, and Greenwood and Staples, ar 
several other sampling points. We have samplers out there 
foremen who sample the cars as the railroad brings them to thes: 
sampling points and stops them there. 

The Cuarmman. But the procedure is the same, no matter w 
it happens? 

Mr. WANGENSTEEN. Yes, sir. Then they are sent in on a fast train 
to Duluth, the samples, so that we have a chance to inspect the car 
before they get there. 

Mr. Correr. Does your sampler make any report in addition to any 
visual report ? 

Mr. WanceENsSTEEN. Yes. ; 

Mr. Correr. In addition to his actual 14 pounds of sample? 

Mr. Wancensreen. A sampler is not, of course, an inspector, but 
there are certain things he hastodo. He has to note any unusual odors 
in the car, for example. 

Mr. Correr. I am thinking if one of your samplers saw evidences 
of plugging—— 

Mr. WaNGENSTEEN. Yes, they report it immediately. 
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Mr. Correr. They report it on their report along with the samples 
they send in? 

Mr. WANGeNsSTEEN. That is right. We have quite a few that our 
sampler, when we get the ticket before we inspect the car he says, “It 
is plugged.” He tells where it is, usually how much, what part of 
the car, whether it is the break or no-break end of the car, and 
approximately how many sections of his probe—the 11 sections, so 
that he might say the bottom three sections or something like that 
that would show different than the rest of it. 

The Cuarrman. As to the cars that are sampled away from Duluth, 
is any opportunity given, or may I put it this way, have you ever 
found that the shipper has done something to it after the inspection ? 

Mr. Wancenstren. No, I will show why that cannot happen. In 
the first place, at these sampling points they are between our terminal 
and the country shipper. The bulk of the things that we get are from 
North Dakota and South Dakota and Montana and western Minnesota. 
Our sampling points are all within the area after the shipper has ship- 
ped. And then what we do is that the railroad seals the car out in 
the country. Then our men, our samplers out in the country, break 
that railroad seal and get into the car and probe it. And then they 
close the doors and put our own Minnesota seal on there. When that 
vets into Duluth that seal has to be intact. 

Mr. Correr. Who pays for your service—do you get reimbursed 
ly the shipper or the buyer ? 

Mr. WANGeENstrFeEN. I will tell you in actual practice what happens 
is this, we do not know, and we do not want to know who the shippers 
are or the commission firms that the cars are assigned to, because we 
want to be impartial enough not to be able to be in the position of 
favoring or going against anybody. So our inspector samplers know 
nothing about who the shipper is or who is going to get the car. What 
they do is let the railroads collect our fees for us from the shippers, 
from the commission men, and the commission men in turn get the 
money from the country—they bill the country for the freight charges 
and for the inspection fees and everything. The country shipper pays 
all of the expenses of the inspection. 

Mr. Correr. Aside from this special purchase by the Commodity 
Credit Corporation, what percentage would you estimate of flaxseed 
shipments are sampled by the probes method, rather than the actual 
Pelican or taking a run from it? 

Mr. Wancenstren. I would say if anything the Commodity Credit 
had more run samples, probably, than is usual. More cars are done 
by the probe sample. 

Mr. Correr. Is that so? 

Mr. WANGENSTEEN. Yes. 

Mr. Correr. Do you know that for a fact ? 

Mr. WaNnGeENSTEEN. Well, I have not got any figures to back me up, 
but I am quite sure that that would be borne out. 

Mr. Correr. In other words, you heard the previous witness and 
I think he testified something to that effect, that they had found when 
private companies purc hased flax, if there was any evidence of plug- 
ging they never accepted the probe method, they had an actual run 
of the thing or had it remixed and then a sample taken. 
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Mr. WanceNsTEEN. Well, I think that you would find that that was 
a question of supervision while it is being unloaded which comes in 
there. Probably, it was physically impossible for the Commodity 
Credit Corporation to have men at every elevator to watch the un 
loading of the car. But, on the other hand, the way this deal was 
set up there was not any particular reason why the elevator company 
should be watching Commodity Credit Corporation that was handling 
only in gross bushels by the elevators. They were not particularly 
concerned what it graded or how much dockage there was in it, even 
though they probably did, to a certain extent, notice it. But they 
did not have the same compulsion to watch that because they were 
merely handling something for elevation charges and a small amount 
of storage and then it was going to be loaded out of their elevators, 
and they had nothing to be responsible for except the weight, the 
gross weight of that grain. 

Mr. Correr. If they were taking that for their own account, what 
would have happened, I mean, in respect to the dockage ? 

Mr. WanGensteeEN. In the first place, the experience in handling 
flax, the people in the grain trade tell me, and this is not anything 
my department handles, the handling of flax on a net bushel for any 
body has been very bad all through the years always. They know that 
in handling flax, no matter how carefully you sample the car or how 
carefully you supervise its unloading, there is still going to be prob 
ably a higher dockage. I will show you how one way it can be. 

Under the rules of grading grain we call something 10 percent 
dockage. It might be 10.9 percent dockage and it would still be 10 
percent. You see there is that much leeway in there. You figure 
out all of this over a few million bushels, the possible overage there 
would be in the dockage and that does not show in the inspection at 
all. That is one factor right there on the loss, is it not? 

The CuatmrMan. Anything above a given percent, 10 or 9 is counted 
as the other? 

Mr. WANGeENstrEN. That is right. That is 10. If it is 10.9 it is 
counted as 10. There is a factor that has not been mentioned here 
that is quite an important one in this. For instance, in boat ship 
ments that we load out, we actually, although it would still be graded 
the same way, 10 percent dockage, we put 10.9 percent dockage on there 
at the request of the boat companies to show what they actually got 
That is what we have. We put the actual dockage on our cargo ce! 
tificates, but not on any other. 

Senator ANperson. Did you finish the answer to this question asked. 
if these people had been buying this flax for themselves, that is. if 
they had what they would have done when they saw these cars 
plugged ? 

Mr. WANGENSTEEN. No, sir. Yes, I was going to say this, that 
they probably would have supervised the unloading much more car 
fully. That is only natural, And they would have called for re 
sample or Federal appeal, as the case may be. 

Senator ANverson. A shipper knowing that, is that why the probe 
method is satisfactory with ordinary shipments? 

Mr. WanGensreen. I would think that that would be probably a 
factor in this case. 
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Senator Anprerson. Because the shipper would know that he was 
not going to get away with it, anyhow? 

Mr. WANGENSTEEN. There is another thing. I was going to explain 
this, too, that due to the fact that in handling flax you never get the 
net bushels that you theoretically should have out of it when you have 
loaded it out. I think, perhaps, that that is reflected in the price 
that the ordinary buyer pays. They arrive at maybe a certain per- 
centage that they know is going to be different than what the theo- 
retical percentage of the dockage should be in there. When there 
is a fixed price of, say, $6.01% and there is not any if or and about it, 
why that does not enter into the picture does it 

Mr. Correr. How many cars can an inspector inspect in a day, 
normally ¢ 

Mr. WANGENSTEEN. It all depends on the commodity. 

Mr. Correr. Let us take flax. 

Mr. Wancensreen. Flax is slower. In 8 hours, probably, well, I 
would say if a man inspected 50 cars of flax, an A—1 man, that would 
be an unusually fast time. 

Mr. Correr. If they were coming there very fast and you only 
had so many men at a particular point, they are only human, they 
would not give them all of the attention they would if they had a 
slow day, would they ? 

Mr. WANGENSTEEN. No: we do not operate that way. 

Mr. Correr. Would you hold up your cars? 

Mr. WaNnGENstTEEN. We work our men overtime and Sundays and 
holidays and everything else. Wo do not try to speed up on that. 

Mr. Correr. There must be physical situations that influence it. 

Mr. Wancensteen. That is probably true. 

Mr. Correr. That is, the thoroughness. 

Mr. WancGensteen. There is probably a human reaction when you 
have huge stacks of samples staring you in the face. Probably you 
are going to hurry more than you would if you did not have them. 
Other people will probably hurry less because they think they will 
make overtime out of it. So, probably, it works out evenly. 

Mr. Corrrer. Does the trade when they get a car that is high loaded 
with flax normally accept your probe sample or will they want to run 
a different type of sample / 

Mr. WANGENSTEEN. I cannot say what is normal. Here is what 
elevator companies do, terminal elevators. They take their own 
sample, too, before they unload the car. They have inspectors of 
their own who look over the sample. And if they are satisfied with 
the grade we put on it, then they will not call on it, that is all. 

Mr. Correr. When you said that the Commodity Credit Corporation 
grain had probably more reruns than there were in the normal trade, 
you do not really mean there was greater care taken, but that that 
was about tne only protection that the Commodity Credit Corpora 
tion had ? 

Mr. WanGeNsTEEN. Well, it comes down to this one thing, that if 
you are buying something for yourself and you are an expert you are 
going to make sure that you are getting your money's worth. And if. 
you are just handling something for someone else and you have no 

mpulsion to watch it I do not suppose they do it much, that is all. 


~- pr. 2 Heo 





2170 STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Correr. You say that this is a somewhat prevalent practic. 
Is there not any way to stop this practice of plugging cars? Is then 
not any effective means? Are there any penalties imposed ? 

Mr. Wancensteen. There is no penalty imposed that I know of fo 
it, because until it comes back to.the same thing, I suppose, let t}, 
buyer beware. The buyer is supposed to be smart enough to kno) 
that he is not paying more than he should for something. 

Mr. Correr. Yes; but we have heard a lot about the grain trade, the 
reliance that could be put on deals, and so forth. This seems like 
pretty unscrupulous practice. 

Mr. WancensteeEN. I think it is, too. It is one of the things we ¢ 
not like. I am not trying to stick up for it, but I do not know wha: 
could be done about it. 

Mr. Correr. Do you know of any states 

Mr. WaANGENsTEEN. A man could legitimately send in a car of flax 
that might be 44 percent dockage, because that is the kind of dirty 
flax he has. 

Senator ANperson. He could legitimately ? 

Mr. Wancenstren. Yes. Flax is so dirty that that is the way 
comes in. 

Senator Anperson. If it were 44 percent, what would that be com 
posed of ¢ 

Mr. WANGENsSTEEN. I am using that particular figure—— 

Senator ANpERsoN. You used it, now you are stuck with it. W! 
could it be? 

Mr. WANGENSTEEN. Water grass—— 

Senator Anperson. Water grass? 

Mr. WanGenstreen. Seed. That is a real fine small greenish and 
sometimes little brown seeds. That is prevalent in flax. And ther 
there are pieces of stems from the flax, the threshing was done poor!) 

Senator Anperson. Still you will have a hard time getting up to 
44 percent, will you not? 

The Cuarrman. Have you had any cars to register that ? 

Mr. WANGENSTEEN. I do not remember offhand. I used the figure 
of 44 because he mentioned there was one of 44 percent. I was trying 
to point out that a man could send in some dirty flax, whether it was 
44 or 24, whatever it was. And a man could plug up to 24. Who is 
going to know which is which? 

Senator ANperson. You are here as an expert witness. How could 
a person accidentally get a plugged car, that is, a car that was 44 
percent dirt ¢ 

Mr. WanGensTEEN. It is not dirt. 

Senator Anperson. I know, there are a lot of other things in it. 

Mr. Wanecenstren. The 44 percent, I agree with you, is high. | 
am just talking about the man who could send in it legitimately —- 

Senator Anprerson. Yes? 

Mr. Wancensreen. And then another man could have some clea 
flax and add something to it. Unless you knew that he did it, you 
could not prove it. 

Senator Anperson. We are trying to establish when it got up to 
44 percent that it had to be done by somebody. 

Mr. Wanoenstren. I think you are probably right; yes, that 
correct. Senator Anperson. I think so, too. 
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Mr. Correr. When you inspect and then somebody wants to have 
a recheck that is when the Federal people are called in, is that right ? 

Mr. WaNnGENSTEEN. Not necessarily, no. 

Mr. Correr. Your own State people? 

Mr. Wancensteen. Yes. 1 have in Duluth, in the busy season, 
three men who are called reinspectors. They are the people who 
have passed an examination and have had experience and training 
that probably makes them a little bit better inspectors than the rest 
of the inspectors. 

Their duty, when people are not satisfied with the original grade, 
they call for a resample. We have another sample. And these re- 
inspectors look it over. 

Mr. Correr. Are some of your men also Federal inspectors, I mean, 
do they have Federal licenses? 

Mr. Wancensteen. All of our men are Federally licensed. 

Mr. Correr. So are you a part of the Federal system of appeal 
erades, et cetera, or not‘ 

Mr. WANGANsTEEN. In order to be licensed by the Federal we must 
conform to their—— 

Mr. Correr. To their standards? 

Mr. WaNGENSTEEN. That isright,their standards. And the Federal 
does have the right, if an inspector is not up to snuff, why, they can 
take his license away or suspend it temporarily or whatever they feel 
like doing. 

Mr. Correr. I think that is all I have. 

The Cuatrman. Arethere any further questions? 

Senator ANDERSON. No. 

The Cuatrrman. Thank you very much. 

Mr. Wancensteen. Thank you. 

The CHarrman. Will you raise your right hand? You do solemnly 
swear to tell the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Jonnson. I do. 


TESTIMONY OF MORTON J. JOHNSON, OFFICER IN CHARGE, GRAIN 
BRANCH, PRODUCTION AND MARKETING ADMINISTRATION, 
MINNEAPOLIS, MINN. 


Mr. Correr. Mr. Johnson, you are the chief grain inspector of the 
Minneapolis PMA office ? 

Mr. Jounson. I am the officer in charge of Minneapolis. 

Mr. Correr. Is that part of the Minneapolis Commodity Office or 
is that a separate office ? 

Mr. Jounson. That is separate. 

Mr. Correr. Entirely separate ? 

Mr. Jounson. Entirely separate. 

Mr. Correr. May we have your full name? 

Mr. Jounson. Morton J. Johnson. 

Mr. Correr. Do you have anything to do with the Federal appeals 
on inspections ? 

Mr. Jounson. Yes, I do. 

Mr. Correr. Will you describe what your procedure is and how 


It works ? 
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Mr. Jounson. Our procedure is after the original State inspection 
or they call it the reinspection—the short term is “rex”—we wil] 
entertain an appeal called by anyone interested in the carload of 
grain. And then we employ our own samplers who go out and sample 
according to the instructions issued to the Federal people as well as 
the State people. The samples are all taken, the majority of them, 
at the terminal, and they are brought in to our laboratory where we 
go through the process of determining the grade. 

Mr. Correr. And your grade is final ? 

Mr. Jonnson. In most cases. If anyone interested wants to have 
a board appeal we have a board of supervisors, grain supervisors, 
in Chicago, general field headquarters office, that will act on the same 
sample that we acted upon. 

Mr. Correr. In this flax acquisition program of Commodity Credit 
Corporation in the fall of 1948 did you have occasion or your office 
have occasion to make a large number of, or to take a large number 
of appeal samples ? 

Mr. Jounson. Yes; we did. 

Mr. Correr. Did you find a bad situation with respect to plugging 
that fall incident to that acquisition ? 

Mr. Jonnson. Well, we have that every year. We have had it 
for many years. 

Mr. Correr. Is it seasonal or what ? 

Mr. Jounson. It is seasonal. 

Mr. Correr. Does it apply to Commodity Credit Corporation 
purchases more than the normal trade? 

Mr. Jounson. I wouldn’t say so. 

Mr. Correr. Why is it seasonal ? 

Mr. Jounson. Well, it is about the llth of August or the middle 
of August that flax starts moving to the market and there is a greater 
amount of flax that comes in at that time because it is not stored in the 
country nearly as much as wheat, corn, oats, or some of those other 
grains. 

Senator ANperson. Does Commodity Credit Corporation buy flax 
every year? 

Mr. Jounson. I could not answer that. 

Senator Anperson. What did you say your position was? 

Mr. Jounson. Supervisor in charge of the Minneapolis office. 

Senator Anperson. Of what? 

Mr. Jounson. Of the Grain Branch. 

Senator Anperson. Of what, the Grain Branch of what, the Depart 
ment of Agriculture ? 

Mr. Jounson. Under the Department of Agriculture. 

Senator Anperson. Would you not know whether there was a 
program every year or not! 

Mr. Jonnson. Well, there has of late vears, but then previous to 
the time they were set up there was none. 

Senator Anperson. Has Commodity Credit Corporation boug)it 
flax every year since 1948? 

Mr. Jonnson. 1948 and 1949. 

Senator Anperson. There are some other years, 1950 and 1%! 
What about those years? 

Mr. Jonnson. Well, I'd say “Yes.” 
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Senator Anprerson. What do you base your “I’d say ‘Yes’ ” on— 


do they or do they not ¢ | 
Mr. Jounson. They do support the market on buying different 


oralns. 
” Senator Anperson. Did they buy flax—did Commodity Credit 
Corporation buy flax in 19514 

The Cuarrman. If you know say so if you do not know—just give 
us an answer, Mr. Johnson. 

Mr. Jounson. I would like to see the records, first. 

Senator ANDERSON. Are you not in charge of the grain inspection 
program up there ‘ 

Mr. Jonnson. Yes, I am. 

senator ANDERSON. Would you not know whether they bought any 
r not—there is no secret about it, is there ¢ 

Mr. JOHNSON. No: there is no secret about it. 

Senator Anperson. How come that you do not know—would you 
not know about it, if they did ¢ 

Mr. Jounson. Well, yes, I possibly would. 

Senator Anprerson. Not possibly would. It is gomg on right 
aroul d you, would it not be? 

Mr. Jonnson. That is true, but many of the firms are calling for 
Commodity Credit Corporation in many cases, and we do not always 
look to check up who the two parties are. ‘That is handled more in 
the office, in the clerical end of it. 

Senator Anperson. I am trying to find out how much we can rely 

your testimony that plugging is seasonal. If you do not know 

a Commodity Credit Corporation is buying grain in 1951, 

g flax in 1951, how do you know that plugging of. it is seasonal ¢ 

“Mr. “JOHNSON. Because other firms are c alling a great many apper als, 

n fact, as many as we possibly can handle, from the different 


processors. 

Senator Anprrson. If Commodity Credit Corporation is not in 
volved in it, why would you be involved in it? 

Mr. Jonnson. Because we entertain appeals from any shipper or 
purchaser including the processors as well as Commodity Credit 
Corporation. 

Mr Correr. You are the Special Inspection npn il you do not 
have anything to do with the Commodity Office as such—is Mr. Cole 
your supervisor out there? 

Mr. JOHNSON. No. 

Mr. Correr. You do not re port to him at all? 

Mr. Jonnson. No. sir. 

Mr. Correr. You are just the Federal Inspection Branch which 
happens to be in the Grain Branch here in Washington, is that 
correct ¢ 

Mr. Jounson. That is right: yes, sir. 

Mr. Correr. You cert: ainly were conscious of the fact that Com 
modity Credit Corporation had entered upon a very huge acquisition 
program in the fall of 1948? 

Mr. Jounson. Yes, sir. 

Senator Anperson. How did you happen to know that? You do 

t know anything about 1951; how did you know about 1948? 





STORAGE AND PROCESSING ACTIVITIES OF CCC 


Mr. Jounson. Because the Commodity Office was calling a lot 
appeals and, also, some of the memorandums that we issued to them 
went across my desk. 

Senator Anperson. Do you know they did anything in 1949/ 

Mr. Jounson. That is right. 

Senator Anperson. If you did not hear about those appeals in 1950, 
would you conclude they were buying as much or less, or what would 
that suggest to you? 

Mr. Jounson. Well, I could not say offhand what the amount was 
other than I do know that 1948 and 1949 was quite a volume of them. 

Senator Anperson. Is your office connected with the Department 
of Agriculture offices up there? 

Mr. Jounson. We are connected with the Department of Agricul- 
ture Grain Branch under PMA. 

Senator Anperson. Where is your office physically in reference to 
the other offices of the Department of Agriculture? 

Mr. Jounson. Well, we are established there in the Old Post Office 
Building, 116 Federal Office Building. 

Senator Anperson. Where is the Commodity Credit Office ¢ 

Mr. Jounson. They are on Eighth and Hennepin about, I would 
say, 10 or 12 blocks from us. 

Mr. Correr. As a part of the Commodity Credit Corporation opera- 
tion, as a member and employee of PMA, were you concerned in the 
fall of 1948 by this situation that appeared to exist with respect to 
plugging ¢ 

Mr. Jounson. Yes. We were definitely concerned. We also have 
to do with the getting of the proper grades of flaxseed for anyone 
calling in. 

Mr. Correr. You knew that Commodity Credit Corporation was 
taking over a huge amount; 22,000,000 bushels, to be exact? 

Mr. Jounson. Yes, sir. 

Mr. Correr. And you knew that many of the cars were being 
plugged ; is that not correct? 

Mr. Jounson. That is right. 

Mr. Correr. Did you take any steps recommending any controls 
or any change of procedure, anything like that? 

Mr. Jounson. Yes, because of the volume of appeals that the Com 
modity Credit Corporation called and wanted to call we did have 
additional employees sent to our office to assist us in handling as 
many as it was possible to do. 

Mr. Correr. Dia you ever discuss the situation with the regiona! 
manager or the regional director, Mr. Cole? 

Mr. Jounson. Yes. 

Mr. Correr. Did you make any suggestions with respect in any way 
of stopping this practice or getting more accurate samples than ap 
parently were going through? , 

Mr. Jounson. Well, I just do not recall. I do not recall any sug 
gestions by Mr. Cole other than we knew what the practice was from 
former years, and we knew what it might be at that time. In every 
case the inspection department as well as our boys are aware of '! 
and they make every effort to get the proper sample. If they do 
not-——— 
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Senator Anperson. What do you mean “the practice from previ- 
ous years”? Have they plugged cars in previous years on flax? 

Mr. Jounson. Yes. 

Senator AnpERSON. It is a customary practice? 

Mr. Jounson. It is a customary practice. 

Senator Anperson. Goes on every year? 

Mr. Jounson. That is right, in all grains. 

Senator Anperson, In all grains? 

Mr. Jounson. Yes. 

Senator ANperson. And you are the chief grain inspector of PMA? 

Mr. Jounson. Yes, sir. 

Senator ANperson. When did you first hear of these plugged cars? 

Mr. Jounson. Well, cars were plugged back in 1918 when I started 
with the Department. 

Senator Anperson. But there were cars that were being bought by 
the Government. What happens to the private grain trade was not 
particularly your responsibility. But these flax purchases were. 
What did you do about them when you found they were plugged ? 

Mr. Jounson. Well, if our boys would report on their sampling 
form that those cars were plugged, if they were too high—that is, if 
there was not a clearance of 24 inches above the grain—we would 
refuse them. 

Senator Anperson. You would refuse all of the cars that came 
without that 24-inch clearance ? 

Mr. Jounson. Yes, sir. And then the firm calling the appeal 

Senator ANpeRson. Wait a minute. We have not gotten to the firm 
yet; have wef You have got a carload of grain that comes in here 
that is plugged, also is high-loaded, above the grain level. You say 
that you reject those that are high-loaded above the 5-foot level ¢ 

Mr. Jounson. That is right. 

Senator Anperson. All right. How about those that are not above 
that, but were plugged ¢ 

Mr. Jounson. Well, if we would find that, we would refuse them 
if they were unevenly loaded; or, if it was possible to get a proper 
sample, we would prebably show a dual grade. And by “dual grade” 
[ mean that one portion would show the better quality of grain and 
the other portion would show the inferior, or where there is an exces- 
sive amount of dockage—— 

Senator Anperson. You have got this plugged car. Now, what 
do you do when you get hold of a plugged car? 

Mr. JoHnson. Well, in most cases we would report—— 

Senator Anprerson. Let us take a specific one. 

Mr. Jounson. We would report it to the firm calling or the Com- 
modity Credit and they would very probably 

Senator AnpEerson. To the firm doing what ? 

Mr. Jounson. That might call these appeals for Commodity Credit 
Corporation. 

Senator Anperson. We have not gotten to an appeal yet; have 
we? You have found a plugged car of grain. What do you do with 
it? There is no appeal when you find that—there is no appeal pend- 
ing; is there? 

Mr. Jonnson. Why, yes; that is the appeal that we are acting on. 
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Senator Anperson. You mean you only make an inspection when 
there is an appeal ? 

Mr. Jounson. We handle supervision inspection, as we call it, but 
in this case we were handling all appeals. , 

Senator Anperson. Only appeals? 

Mr. Jounson. In flaxseed that particular year. 

Senator Anperson. Only appeals? 

Mr. Jounson. Yes. 

Senator Anperson. You did not inspect any places where there wer 
appeals? 

Mr. Jounson. Where we had applications for appeals. 

Senator AnpersOn. Answer it “Yes” or “No” then. Did you o1 
inspect those cars of flax where there had been an appeal in 1948¢— 

Mr. Jounson. That is right. 

Senator Anperson. That isright. In 1949 the same? 

Mr. Jounson. That is right. 

Senator ANDERSON. So that, when it says “chief grain inspector,” 
there is no responsibility on your part toward any grain that is boug! 
and delivered unless the person shipping it appeals ? 

Mr. Jounson. Or the person buying it. 

Senator Anperson. The person buying it was the Government 

Mr. Jonnson. Yes, and the Government had the right to appeal 
the same as anyone else. 

Senator Anperson. But the Government would not know how to 
appeal unless the grain inspector hired by the Government found 
that the car was plugged : would it? 

Mr. Jounson. They would, of course, have the inspector’s results 

Senator Anprerson. Whose inspector’s results 

Mr. Jonnson. The State inspector's results. 

Senator Anperson. Therefore, they depended only upon the Stat 
inspector. Your work comes in only after the State inspector 
detected the cars are plugged then ? 

Mr. Jounson. No; we have many—— 

Senator Anperson. On flax ¢ 

Mr. Jomnson. Many cars of flax that we find plugged that 
State has not found. 

Mr. Correr. Would that be on appeai? 

Senator Anperson. I thought you were only making investigat 
after there was an appeal. I thought you told me that. 

Mr. Jounson. 1 know when we were acting on appeal is whi 
we would find that plug that possibly was not found by the Stat 
inspector. 

Senator Anperson. Why would the shipper appeal if the car had 
been plugged? It would be:to his benefit to keep his mouth shut; 
would it not? 

Mr. Jounson. Well, if I may, I would say this: that a car going 
into an elevator as was mentioned here before, the elevator super! 
tendent agreed that at the time of unloading, if they found that 
that car showed an excessive amount of dockage or was plugged, they 
would call a Federal appeal and then we would act on it. 

Senator Anperson. I can understand how, when the elevator does 
it, you do it, and other things. I am trying to find out what tl. 
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grain inspector, retained by the PMA, did to protect the interests 
of the Government in its flax program ? 

Mr. Jounson. We entertained every appeal that was possible for 
us to do. 

Senator ANperson. But the appeal came from somebody else. What 
did you do originally? Did you initiate action yourself in any case ? 

Mr. Jounson. The Commodity Credit called a great many ap- 

peals to protect themselves. 
' Senator Anperson. I am not questioning that. I say, what did 
you do; initiate any action yourself? The grain inspectors for 
the Department of Agriculture, did they ever say “This car is plugged 
nitially”? Did they ever make the initial determination that a 
car was plugged ¢ 

Mr. Jounson. Well, that particular year, 1948, we had a tremend- 
ous amount of appeals from the Commodity Credit Corporation. 

Senator Anperson. I understand that. 

Mr. Jounson. And the other firms. 

Senator Anperson. All right. 

The Cuamman. Mr. Johnson, was it not possible for the shipper 
to make an appeal on something other than plugging ‘ 

Mr. Jounson. Yes, sir. 

The Cnatrman. When that appeal was taken in your inspection, 
you found that the car was plugged / 

' Mr. Jounson. That is right. It could be on moisture and it could 
be on dockage. 

The Caarmrman. Your subsequent inspection was not limited to 
what the State inspectors did, but you went through it to find all 
the faults ? 

Mr. Jomnson. Yes, sir. 

Mr. Correr. Was your procedure any different with respect to 
Commodity Credit Corporation inspections than regular trade in- 
spections ¢ 

Mr. Jounson. We act on any application from the Commodity 
Credit Corporation the same as we do on any of the other grain firms. 

Mr. Correr. In other words, you exist under this special act, this 
Inspections Act, and you are referees for the trade, and you treat the 
Commodity Credit Corporation the same as any other person even 
though you happen to be set up in that Government agency, is that 
correct ¢ 

Mr. Jonnson. Yes, sir. 

Mr. Correr. But the very fact that you were set up in PMA must 
ave given you some concern when you saw this situation that existed 
n connection with this acquisition, is that correct ! 

Mr. Jounson. That is correct. Our men as well as myself did 
everything we could. 

Mr. Correr. What did youdo? Did you initiate any investigations, 
suggest any prosecutions, or anything like that? 

Mr. Jounson. Yes. As has been mentioned here before, we knew 
of a number of them that were regular pluggers. 

Senator ANpERsonN. What did you do? That is the quest ion. You 
said you did something about it. What did you do? 

Mr. Jounson. We would report those cars that were loaded in such 
i manner to our people at general headquarters’ office. 
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Senator Anperson. To who? 

Mr. Jounson. To our Chicago general field headquarters’ office. 

Senator Anperson. What did Chicago do? 

Mr. Jounson. Well, they would probably act under the Grain 
Standards Act where we would hold a hearing for these shippers that 
makes a practice of doing that. 

Senator ANDERSON. What does the Grain Standards Act provid 
for a man who deliberately plugs a car? 

Mr. Jounson. We can sty hold a hearing and publish it. 

The Cuarrman. Do you not follow that with dockage also ¢ 

Mr. Jounson. Yes, sir. 

The Cuatrman. In other words, if it is on plugging or anything else, 
and there is a loss shown, that loss is taken off of the purchase price, 
the sales price. Is that correct? 

Mr. Jounson. The dockage, yes. 

Senator Anperson. What happens under the Grain Standards Act 
if an elevator is plugging cars and the Commodity Credit Corporation 
is receiving cars that are plugged, catching a few but missing a few, 
and you hold a hearing under the Grain Standards Act that you rm 
ferred about’ What happens after you get through? Who gets 
hurt? Supposing they find that he has plugged one car one day and 
a car the next day and put 30 tons of pri ae in, and so forth, and that 
goes on toa hearing, what happens? What can happen? 

Mr. JoHnson. We have found that by publishing it, that informa 
tion goes out to the point where he is operating in most cases that he 
may be dismissed. 

Senator Anperson. Dismissed from what? He owns the elevator. 
He has made the money by putting the cinders in there. 

Mr. Jounson. In one place where he owned the elevator he was not 
able to live with it much longer, so he sold out. 

Senator Anperson. Which case was that? 

Mr. Jounson. I cannot give you the name. 

Mr. Correr. What is his name? 

Mr. Jounson. I do not have that. 

Mr. Correr. It was not the Morris Cooperative ? 

Mr. Jounson. No. 

Senator Anperson. It was not Dahl? 

Mr. Jounson. No, it was not Dahl. 

Mr. Correr. Did you hold an inspection on Morris Cooperative? 

Mr. Jounson. Yes; we did on Dahl. 

Mr. Correr. You held a hearing on Dahl? 

Mr. Jounson. That is right. 

Mr. Correr. What did you do in that case? 

Mr. Jounson. We published the findings. 

Mr. Correr. Is that not rather a weak panacea? 

Senator Anperson. Let us find out what happened after you pub- 
lished the findings. Did Dahl quit? 

Mr. Jounson. Well, I am not sure whether Dahl is there now or 
not. 

Senator Anperson. Did the findings do anything to him? 

Mr. Jounson. I think it did. 

The Cuatrman. What losses, if any, did Dahl suffer because of his 
activity in that direction—was he docked ? 
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Mr. Jounson. I cannot say as to what loss. 

Senator Anverson. You said you thought the findings did some- 
thing to them. What did they do to him—did they put him out of 
business ¢ 

Mr. Jounson. He was working for a co-op. 

Senator ANperson. He was working for the Farmers Union Grain 
Terminal Association. 

Mr. Jounson. That is right. 

Senator Anperson. Did they fire him ? 

Mr. Jounson. As to that, I do not know. 

Senator ANperson. Were you not curious? 

Mr. Jonnson. Yes,I was. And I had called Mr. Cole of the Farm- 
ers Union and asked if some action had been taken by the directors 
of the company, and he told me as yet they had not—hoped he would. 

Senator Anperson. So the publishing of the hearings did not mean 
toomuch. He did not even lose his job, did not miss a meal. 

Mr. Jounson. Senator, I cannot answer that. 

Senator Anperson. I am only trying to find out. I am not trying 
to blame you for the failure of the Grain Standards Act. I am only 
trying to find out if your statement that when this fellow was caught 
in this very reprehensible practice, whether you took him around to 
the woodshed and paddled him or took him around to the woodshed 
and gave him advice as to how to live in the future. Apparently he 
did not get paddled. 

Mr. Jonnson. That is right. 

Senator ANpEerson. That is what I wanted to find out. 

Mr. Correr. Do you know what they do in Canada, Mr. Johnson, 

| this kind of practice? 

Mr. Jonnson. I do not think they have this kind of a practice in 
Canada, in other words 

Senator Anperson. They have a law that keeps them from doing 
that sort of foolishness. 

Mr. Jounson. They do it by grade. There is no mixing there. 

Mr. Correr. Do they not have a penalty or are you not familiar 
with it? 

Mr. Jonnson. I am not familiar with it. 

Mr. Corrrer. Did you hold any hearing? 

The CuamrMan, I would like to ask whose fault is it that they do 
not have these penalties which ought to be imposed—is it due to the 
state laws or the Federal laws or just what? 

Mr. Jounson. I do not think we have the power under the Grain 
Standards Act. 

Senator ANpersoN. That is my point, Mr. Chairman. It may be 
the fault of the Congress. We have never put any penalty in the 
Grain Standards Act. It may be the fault of the State, but cer- 
tainly if I sell a man a sack of flour made in a mill in Minneapolis 
ind he takes it home and he finds that I have put some old paper 
sacks and some watermelon pickles and a few more things in it. there 
s somebody going to come back and cause me some trouble. It will 
probably be the Food and Drug Administration. And if I do it 

e second time, somebody is going to make me a reservation out at 
one of these Government boarding institutions called a penitentiary. 
But apparently this fellow can plug cars of grain and misrepresent. 
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He can put cinders in them. He can do anything he wants to do 
And when he gets through we hold a hearing under the Grain St: oe 
ards Act and we publish the fact that his deportment was not all j 
should be, and we hope he will behave better. 

The Cuarman. That is probably a warning to others and it | 
possible that he would lose business after the public ation. 

Senator ANprerson. How would he lose business? 

The Cuamman. You would not do business with him if you knew 
he was a crook. 

Senator ANperson. He continues to sell to the Commodity Credit 
Corporation. They did not strike him off the list. 

Mr. Correr. That is all I have. 

The Cuarrman. Are there any further questions? If not, we thank 
you, Mr. Johnson. 

Mr. Jounson. Thank you. 

The Cuatrman. Will you raise your right hand? 

Do you solemnly swear to tell the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Neaton. I do. 


TESTIMONY OF EDWARD F. NEALON, SPECIAL AGENT, OFFICE OF 
COMPLIANCE AND INVESTIGATION, PRODUCTION AND MARKET- 
ING ADMINISTRATION, CHICAGO, ILL. 


Mr. Correr. Will you give your full name for the record ? 
Mr. Neaton. Edward F. Nealon. I am a special agent, United 
States Department of Agriculture, Office of Compliance “and Investi- 


gation, Chicago, Ill. 

Mr. Correr. And did you conduct some investigations into some 
flaxseed plugging cases? 

Mr. Neawon. Yes, sir. 

Mr. Correr. In the fall of 1948 and 1949? 

Mr. Neavon. Yes, sir. 

Mr. Correr. How many investigations did you conduct ? 

Mr. Neaton. With respect to plugging it was four elevators. 

Mr. Correr. Four elevators? 

Mr. Neawon. Yes. 

Mr. Correr. Do you know whether your Chicago office, which covers 
Minneapolis, I understand 

Mr. Neaton. That is right. 

Mr. Correr. Conducted additional investigations than these four 
elevators ¢ 

Mr. Neaton. I do not know; not to my knowledge. 

Mr. Correr. Would your guess be that they did not? 

Mr. Neaton. That would be’ my guess. 

Mr. Correr. What provoked your office or you to conduct these 
investigations ? 

Mr. Neaton. At the request of Mr. George Prichard of the Grain 
Branch. 

Mr. Correr. The director of Fats and Oils? 

Mr. Nearon. Fats and Oils, I mean. 

Senator Anperson. Do you have the memorandum or whatever 
he submitted to you asking for the investigations? 
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Mr. Nwavon. No, sir, I do not have it with me. 

Senator Anperson. How did he happen to ask you to do it? 

Mr. Neaton. I do not know. 

Senator ANperson. Did he do it verbally or in writing? 

Mr. Neawon. I believe our office got a written request. 

Senator ANpEerson. Who would know in your office ¢ 

Mr. Neavon. John Claggett, compliance officer. 

Mr. Correr. Anyway, does not your report reflect that you had 
official request from Mr. Prichard’s office? 

Mr. Neavon. Yes, it does. 

Mr. Correr. What does it say in that regard? 

Mr. NEALoN (reading) : 

These four individual investigations resulted from a series 

Mr. Correr. You are reading from the report ? 

Mr. Neaton. Yes | continuing] 
during the course of the survey of flaxseed shipments to Commodity Credit 
Corporation and Minneapolis and Duluth, Minn., requested by George Prichard, 
Direetor of Fats and Oils Branch, Washington, D. C. 


This investigation resulted. That is one particular case. 
Mr. Correr. Did he request a survey or the investigation of the 


particular case ¢ 

Mr. Neavon. He requested a survey and the four individual inves- 
tigations resulted. 

Mr. Correr. What was the date of his request ¢ 

Mr. Nearon. I do not have that here. 

Mr. Correr. What is the date of your report ‘ 

Mr. Neavon. March 29. 

Mr. Correr. 19497 

Mr. Neaton. 1949. 

Mr. Correr. What is the period of your investigation ¢ 

Mr. Neavon. The period was I believe 

Mr. Correr. Does not the report indicate that ¢ 

Mr. Nearon. I do not have the period on the report. It was during 
January and February, the survey was. 

Mr. Correr. What did your survey consist of / 

Mr. Ni ALON. The survey in general was to determine the practices 
that were being followed in the handling of flaxseed. whether the trade 
itself was satisfied with the practices and whether or not the compli 
ance was had with the regulations of the Department of Agriculture 
with respect to the handling of flaxseed. 

Mr. Correr. Do you mean whether your regulations with respect 
to the procurement of it had been followed out / 

Mr. Nearton. That is correct, 

Mr. Correr. Did you find similar facts that have been testified to 
here by the General Accounting Office representative ? 

Mr. Nearon. Yes: I did. 

Mr. Correr. Did you determine that initially there had been an 
effort to take these samples as they came out of the elevators and that 
had been rejected by the elevators themselves ? 

Mr. Neaton. Might I explain the practice that is followed? When 
a car is shipped from a country donee samples are drawn at a 

inction just prior to shipment into Minneapolis. Those samples are 
divided and samples made available to the Grain Board in Minneapo 
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lis. And the Commodity Credit Corporation has access to those sam 
ples. And they can also make an inspection of the sample at the time 
the car arrives in Minneapolis. 

Mr. Correr. Were you present during all of the time Mr. Johnso 
was testifying? 

Mr. Neaton. Yes. 

Mr. Correr. Here this morning? 

Mr. Nraton. Yes. 

Mr. Correr. And you say that your findings generally corresponded 
with his findings? 

Senator Anpgerson. Can we not identify which Mr. Johnson this 
There is a little difference in the testimony of the two. 

Mr. Correr. Mr. Johnson of the General Accounting Office, I was 
talking about. 

Mr. Neaton. Yes, sir. 

Mr. Correr. Then you must have found that the Department of 
Agriculture and the PMA started out with some better ideas about 
this purchase program than they ended up with, is that correct? 

Mr. Neaton. Yes. 

Mr. Correr. That they had been more or less forced by the trade 
into accepting this sampling process as the cars came in, it being 
subjected to this plugging practice? 

Mr. Neaton. Yes, sir. 

Mr. Correr. Did you make any recommendations in your survey) 
report with respect to indicating that this should be corrected ? 

Mr. Nrarton. In my survey report I pointed out that there was a 
possibility of taking an automatic sample of all grain purchase: 
An automatic sample consists of a device for taking the sample o! 
the flax as it is being transferred from the car into the elevator 

Mr. Correr. I do not follow you there, I do not think. 

Mr. Neaton. Under the present practice, for the most part, a ca 
is sampled by inserting a trier or grain probe into the car. Under 
the automatic sample, they have a device that catches the grain as it 
flows. 

Mr. Correr. Like this pelican sample? 

Mr. Neavon. No; it is very similar to it. 

Senator Anperson. A complete business of cutting the flow as it 
goes through ? 

Mr. Neavon. That is correct. 

Senator Anperson. That is what has been recommended ! 

Mr. Neavon. That is correct. 

Senator Anperson. That recommendation was discarded, is that 
right? 

Mr. Neavon. I do not know. I understand that some of the term 
nal elevators did install automatic samplers. I know that Archer 
Daniels Midland had installed it during the course of my invest 
gation. I found that they had. 

Mr. Correr. Would that be for flax—would it have to be installed 
especially for flaxseed ¢ 

Mr. Neaton. I do not believe so. I believe it will—— 

Mr. Correr. Would not any up-to-date terminal elevator have su 
a sampling device ? 

Mr. Neaton. I believe they would. 


1 
} 
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Mr. Correr. Why would not that have been the way to have the 
flaxseed samples that came in obtained rather than by this probe 
method that was vulnerable to this plugging practice? 

Mr. Neaton. My understanding is that all elevators are not equipped 
so that they can use this device, because the automatic sampler catches 
the grain as it comes from the freight car into a large box. I believe 
they call it garnered. That holds the grain before going into the 
elevator. And all of them do not have that equipment. 

Senator Anperson. “Terminal elevators” was the term you used. 
Would you say that no terminal has this or all terminals have it? 

Mr. Neavon. All terminals do not have it, that is my understanding. 

Senator ANperson. About how many do/ 

Mr. Neaton. I do not know. 

Senator Anperson. Did you have occasion to find out whether the 
ones that had most of the grain to which reference has been made in 
here had them ? 

Mr. Neaton. My recollection was that Archer-Daniels-Midland 
had it, and that Cargill, Inc., was going to install it. 

Senator ANpDERsoN. Did you ever find out whether they did ? 

Mr. Neaton. No, sir. 

Mr. Correr. Did Archer Daniel sample all of their incoming flax- 
seed in that method ? 

Mr. Neavon. I believe they did, yes, sir. 

Mr. Correr. I noticed that in this Federal appeal a preliminary 
statement that Morton Johnson was talking about a few minutes ago 
in connection with this Morris Cooperative Elevator Association, 
that is, the Dahl case, that Archer-Daniel-Midland appeared to be the 
person who bought and accepted 712 cars on the basis of the inspection 
and grading. They were involved in that case. I am wondering 
how that is so if they had this automatic sampler. Do you know? 

Mr. Neaton. I did not follow your question. How was that so? 

Mr. Correr. In your Dahl case—— 

Mr. Neaton. Yes. 

Mr. Correr. Was not Archer-Daniel-Midland the elevator, the 
terminal to which these plugged cars went ? 

Mr. Neaton. Some of them did. 

Mr. Correr. And were they net accepted on the basis of the probe 
method of sampling ? 

Mr. Neaton. That is correct. The automatic sampler that Archer 
Daniel had installed at that time did not have any official significance. 
They were still bound by the State inspection samplers which were 
drawn by a probe. The automatic sampler at that time was used for 
their own personal information. 

Mr. Correr. Did they convey that information to Commodity Credit 
Corporation in connection with these plugged cars? 

Mr. Neaton. I do not know. 

Senator Anperson. Did they have their automatic sampler before 
the flax program started to roll, or did they get it afterward ‘ 

Mr. Neaton. My recollection is that they had—no. I cannot an- 
swer that question—I do not know how long they had it. I know 
they had it at the time I conducted my investigation. That was in 
January. 
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Mr. Correr. You conducted an investigation of this man Dahl who 
ran this Morris Cooperative Elevator? 

Mr. Nearon. Yes. 

Mr. Correr. And you found that he had bought sixty-odd-thousand 
pounds of screenings ¢ 

Mr. Neaton. Yes. Sixty-some-thousand. 

Mr. Correr. And you had some evidence that they were pl: iced j 
the cars of flaxseed that were shipped to Commodity Credit Cor Sore .. 
tion, did you not? 

Mr. Neaton. I could not find from his records any disposition of 
the screenings that he purchased. 

Mr. Correr. Did he not make some sort of a statement to that 
effect ? 

Mr. Neaton. Then I asked him what disposition he had made ai 
he said they had been mixed in with 10 of the cars shipped. 

Senator ANpEeRsON, Sixty-six thousand pounds? 

Mr. Correr. Sixty-six thousand pounds? 

Mr. Correr. Twelve hundred bushels. 

Senator Anperson. Thirty tons, 33 tons, and they went into 10 cars, 
A car will take what? About 40 tons? How much grain does it 
take ? 

Mr. Neaton. About 1,800 bushels, 56 pounds to the bushel. The 
car would be about 40 tons, I would say. 

Senator Anperson. Forty tons. If a car had 40 tons, and 1 ton 
of it was cinders, there is 214 percent right there, is there not ? 

Mr. Nraton. Yes. 

Mr. Correr. Did he give any motive for doing that—did he admit 
that he was just plain defrauding the Credit Corporation ? 

Mr. Neavon. He refused to answer when I asked him why he did it. 

Senator Anperson. He did tell you because of stiff competition he 
had paid more than he could afford to pay for the grain. 

Mr. Neavon. That is true. 

Senator Anperson. Then when he told you that he put cinders 
my ‘re to come out even he came pretty c lose to te lling vo why he d 

. did he not ? 

Me Nraton. Yes, sit 

Mr. Correr. Did you make any recommendation as to prosecutir 
in this case ? 

Mr. Neaton. No. I do not have that power. 

Mr. Correr. You have no authority to make any recommendations! 

Mr. Neaton. No, sir. 

Mr. Correr. Are you a lawyer? 

Mr. Neaton. Yes, sir. 

Mr. Correr. And you developed these facts and you put together 
the case in the field on which a decision is made subsequently as to 
whether prosecutions will be made, and you have no authority to 
make any recommendation yourself? 

Mr. Neaton. No, sir. 

Senator ANperson. Who does it—does it go from your office / 

Mr. Neaton. I believe that it was referred to the Office of the 
Solicitor of the Department of Agriculture. 

Senator Anperson. Do you not send a recommendation? 
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Mr. Neaton. Our office sends a copy of the re port to the agency that 
requests the investigation and further action is then taken by the 
agency that requeste d the investigation. 

Mr. Correr. Does not the agency that requested the investigation, 
do they not make the determination ! If Mr. Cole should have asked 
you to do it and the report would have gone back to him, it would 
not have gone to the Solicitor’s Otfice—that is a very recent innovation ; 
is that not right / 

Mr. NEALON. l believe that is correct. 

Senator ANpDrERSON. Did your report go to Mr. Cole? 

Mr. Neaton. The copy of this report would, I mean, the report 
itself would go to Mr. Prichard who requested the investigation. 

Senator Anprerson. Therefore he would be the person who would 
have to make the recommendation ¢ 

Mr. NEALON. I beheve SO: 

The Cuarrman. Yes. Are there any further questions / 

Mr. Correr. Yes. 

Why did you investigate the Dahl case out of possibly hundreds 
of cases where serious plugging had been involved ¢ 

Mr. Neaton. Well, I interviewed Mr. Philip Duff, vice president of 
Archer-Daniels-Midland Co. in Minneapolis, and John Culhane, gen 
eral manager of Spencer Kellogg & Co. in Minneapolis, and Ray 
Linquist, flax buyer for the Minnesota Linseed Oil Co. And each 
of those persons advised me that they believed that plugging practices 
were followed by the Morris Cooperative Elevator Association and 
the Kerkhoven Grain Co. 

Mr. Correr. Were you not able to determine from the examination 
of the State inspections on your inspection reports of a great number 
of cars where the plugging practice had prevailed. 

Mr. Neavon. That is true. I also examined the records of Mr. 
Morton Johnson, of the Grain Branch and compared his records with 
the inspection certificates found on the same cars by the State of 
Minnesota inspection departments; in other words, I compared the 
ield inspection with the State Inspection. 

Mr. Correr. Were you just making a preliminary investigation on 
ertain cases to see What would be done with them 7 

Mr. Neaton. Well, my original purpose was to find if certain 
elevators consistently were found to have higher percentage ol dock- 
ive on Federal appe “al Insp ection. 

Mr. Correr. You investigated the Kerkhoven Elevators, too, did 
you not ¢ 

Mr. Neaton. Yes, sir. : 

Mr. Correr. You got an admission from that elevator operator that 
he had deliberately plugged the cars? 

Mr. Neaton. Yes, sir. He put dirty dockage in the bottom of the 
‘ars, 

Mr. Correr. Did he also admit that he knew that that was going 
to the Commodity Credit Corporation ? 

Mr. Neavon. Yes. 

Mr. Correr. What did you do with that case? 

Mr. Neaton. Pardon me. He said that he did not know. I am 
neorrect there. He said he did not know who would eventually 
purchase that car. 
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Mr. Correr. He had a pretty good idea, did he not ? 

Mr. Neavon. He had a good idea, because at that time the Com 
modity Credit Corporation was purchasing a lot of flaxseed. 

Mr. Correr. He was an elevator operator ? 

Mr. Neavon. Yes. 

Mr. Correr. He had the knowledge of the trade ¢ 

Mr. Neavon. Correct. 

Senator Anperson. The Commodity Credit Corporation was bu 
ing nearly all of the flax? 

Mr. Neavon. That is correct. 

Mr. Correr. How much were they paid, about $6 a bushel ? 

Mr. Neavon. Yes. 

Mr. Correr. The trade was buying hand to mouth anything they 
had to use; is that not right? 

Mr. Neaton. That is right. 

Mr. Correr. What reference was made to that case—did that also 
go to Mr. Prichard? 

Mr. Neauon. Yes, I believe copies did. 

Mr. Correr. Did that request come from Mr. Prichard, also, o1 
was it made incident to Mr. Prichard’s request ? 

Mr. Neaton. I believe our office developed that these four particu 
lar cases, because of the information uncovered during the survey 

Mr. Correr. Then you have a different report—your survey report 
is a different report than these individual reports? 

Mr. Neavon. That is correct. 

Mr. Correr. Do you know whether any action was taken in the 
Kerkhoven case, any criminal action, or what action was taken / 

Mr. Neaton. No. After I complete an investigation, I am trans 
ferred to another investigation. I have nothing further to do with it. 
Mr. Correr. You made no recommendation in that case, either’ 

Mr. Neaton. No, sir. 

Senator Anperson. Did your report which you submitted include 
the admission of this man that he knew that dirt was in there and that 
he put it in there deliberately ? 

Mr. Neavon. Yes, sir. 

Mr. Correr. Will you read his statement, that portion of his state 
ment, into the record ? 

Mr. Nearon. I will read the last half of the statement : 


The reason for this increase in dockage was that there was dirty flax on the 
bottom of the car when it was loaded. The second car, before being sold to 
Leval & Co., was shipped on October 1, 1948, and was graded by State of Minne 
sota inspectors at 16 percent dockage. And after these inspectors ordered a 
direct transfer of this car they regraded it and found the dockage to be 2 
percent. This car also had dirty flax on the bottom at the time it was loaded 
I did not know who might purchase the above two cars at the time they were 
shipped. The dirty flax was placed on the bottom of the above cars in order 
to get a better grade on the entire contents of the above two cars. 


The Crarmman. According to that, then, as I understand it, the 
shipper was docked how much, 25 percent ? 

Mr. Neaton. There was dockage to the extent of 25 percent. 

The Cuamrman. That means that he lost that amount, did he not! 

Mr. Neavon. That is correct. If it is detected he is charged with 
it. 

Senator Anperson. On the cars where he got caught? 





STORAGE AND PROCESSING ACTIVITIES OF CCC 2187 


Mr. Neavon. That is correct. 

Senator ANperson. On the cars where he did not get caught he got 
the full price? 

Mr. Neawon. He is paid on the basis of the State inspector’s grading. 

The CuatmrMan. On the basis of what? 

Mr. Neaton. The State inspector’s grade. 

Senator Anperson. That is where the probe goes in and does not 
go down far enough to do any business? 

Mr. Neaton. That is correct. 

Senator Anperson. This man then says that he did not know to 
whom it was going to be sold, but he did know—there was only one 
buyer—did he not ¢ 

Mr. Neavon. He could assume that because of market conditions. 

The Cuatrman. Did you find out as to all cars shipped by that par- 
ticular firm ¢ 

Mr. Neaton. I checked his 1948 crop shipments, yes, sir. 

The Cuamman. Do you know whether or not he was paid by the 
Commodity Credit Corporation, if the Commodity Credit Corpor: a- 
tion purchased it, according to the inspection made by the State of 
Minnesota inspectors ¢ 

Mr. Neaton. Yes: he was. 

The CuamoMan. If there was a dockage that was taken off? 

Mr. Nearon. Yes. 

The CHarrmMan. And, evidently, the Commodity Credit Corpora- 
tion depended on the inspection service of the State of Minnesota? 

Mr. Neaton. Well, they did not in this case where 25 percent— 

The CuarkMan. I mean in the ordinary run of cars? 

Mr. Neaton. That is correct. 

Mr. Correr. Did you find out the dockage that he paid the farmers 
was substantially—— 

Senator ANprrson. Lower. 

Mr. Correr. Lower than the dockage that turned out in some of 
these cars / 

Mr. Neaton. He charged the farmers more dockage than was actu- 
ally present, but in October there was less dockage received than was 
shipped. 

Mr. Correr. In other words, he was cheating the farmers? 

Mr. Neaton. Correct, on the basis of the records. 

The CuarrMan. Are there any further questions? 

If not, we thank you. 

Mr. Neaton. Thank you. 

The CHairman. Our next witness is James A. Cole. You have 
already been sworn, have you not ? 


Mr. Coie. Yes: I have. 


TESTIMONY OF JAMES A. COLE, DIRECTOR, PMA COMMODITY 
OFFICE, MINNEAPOLIS, MINN.—Resumed 


Mr. Correr. Mr. Cole is a very frequent visitor. 

Mr. Core. Yes, sir. 

Mr. Correr. Will you state your full name for the record ? 

Mr. Cote. My name is James A. Cole, and I am the director of the 
PMA Commodity Office of Minneapolis, Minn. 
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Mr. Correr. I understand you are probably very well aware 0! 
this flaxseed acquisition program that took place in 1948 and 1949? 

Mr. Coie. Yes, sir. 

Mr. Correr. You acquired approximately 22 million bushels in thie 
fall of 1948, and your over-all purchases, I think, aggregated sony 
where around 30 million bushels ¢ 

Mr. Coie. That is right. The amounts shown in the General A. 
counting Office report, I think, was 2144 million in 1948 and 614 mil- 
lion in 1949. About 28 million was covered in that report, but that 
is not all of the flax. I think that we have a figure here now, a lat: 
figure, showing about 29 million—29,700,000 for a later report tha 
covered in the GAO figures. 

Mr. Correr. I believe you were here this morning and heard Mr 
Johnson’s testimony ¢ 

Mr. Core. Yes. 

Mr. Correr. With respect to the situation that developed at th. 
outset of this purchase program ¢ 

Mr. Coix. Yes, I did. 

Mr. Correr. And were the facts he gave substantially correct as they 
related to you and your referral of the situation to Washington? 

Mr. Cote. You mean Mr. Morton Johnson ¢ 

Mr. Correr. I mean Mr. Kirk Johnson of the General Accounting 
Office. 

Mr. Coie. Yes, Mr. Kirk Johnson of the General Accounting Office. 
Well, I think he covered the situation generally, although, of course, 
there was a general coverage and this whole operation was one of dire 
emergency, and he could not cover all of the details. 

Mr. Correr. I am sure that is so. Is it true that you started out 
with a program of desiring to have a sample made so you could get 
a true and representative picture of the dockage and that the war 
houses would not accept that ¢ 

Mr. Core. That is right. 

Mr. Correr. Then you found that this plugging practice wa 
prevalent that you were going to lose heavily and you tried to get 
the warehouses to take run samples, so that you would have a rep 
resentative sample as the grain came into the warehouse, and that 


they refused to do? 

Mr. Cour. Yes, they did. That is right, Mr. Cotter; What 
tried to get them to do was to handle on a net bushel basis, but that 
they refused to do. 

Mr. Correr. That is the first ? 

Mr. Core. That is the first deal. That was the first purchase pro 
gram. And a copy of it is included in the General Accounting Office 
report that was put out. The whole trade turned it down; they 
would not be responsible for the loss for the inherent shrinkage that 
they knew was in flax. They would not handle it at the regular un 
form grain storage agreement elevation charge. They wanted mor 
money. They indicated that they would have done it for 15 cents « 
bushel. I thought that was exorbitant. We figured then on the No 
2 plan which is also outlined in this report, that we could take care 
of it through the Department of Agriculture’s machinery of inspe: 
tion. Federal appeals, and so forth, with less cost to the Department 
than the fee the trade wanted to handle it. 
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As a matter of fact, do you want me to enlarge on that a little here? 

Mr. Correr. If you desire. 

Mr. Corn. If we had accepted the trade’s proposition at 15 cents 
a bushel, for the bushelage as covered in the General Accounting Office 
report, it would have cost $4,200,000 to do it; that is the cost. to Com- 
modity Credit Corporation to pay the trade for absorbing the shrink- 
age General Accounting Office in their report estimates that Com- 
modity Credit Corporation probably had a loss of around $3,000,000. 

Mr. Correr. I think they base that on your estimates ¢ 

Mr. Cote. They based that on my estimate that we probably would 
run about 2 percent shrink over-all which was just an estimate, and 
[ was trying to be conservative in that estimate. Actually now, my 
fiscal officer is here—I called him down from Minneapolis, because I 
had just got this last report which covers the actual handlings by 
weight and inspections on these 29 million bushels that I have just 
mentioned. And instead of a loss of 2 percent, the actual loss is 1.41 
percent on the flax, which is within the range of normal shrinkage by 
expert flax handlers that are handling flax all of the time. 

Mr. Correr. Mr. Cole, if I may interject for a moment, that does 
not quite square with these practices which you apparently from time 
to time have conceded and have been concerned about, nor does it 
appear to me in saying that, that is a normal shrink that it is a justifi- 

ation of a toleration of these practices; in other words, if you had 100 
grocery stores and you had 20 robberies or burglaries of them and you 
only lost 1 percent of the cash volume due to the burglaries, you could 
not very well justify it by saying, it is only 1 percent and it is normal, 
could you ? 

Mr. Cote. All I am saying is that according to the official books of 
Commodity Credit Corporation in the Minneapolis office our loss to 
date—well, to February 29, 1952—was only 1.41 percent. 

The Cuamman. What does that mean in dollars? 

Mr. Corz. That means in dollars, Senator—I was just going on 
here—the estimate that the General Accounting Office sent in to you 
of $3,000,000, compared to the actual figures which I have here right 

ow, shows that the loss that Commodity Credit Corporation would 
take and anyone would take that same loss, does not make any dif- 
ference who handles it—that is inherent shrinkage in the flax and I 
will elucidate on that a little further, too—well, the difference between 
M4.200,000 that the trade wanted to handle this flax to give us net re- 
eipts on and the amount that we actually suffered in shrink was 
$1,831,000 that we actually saved instead of giving this heavy charge 
to the trade to handle of 15 cents a bushel. And it is much less. It is 
ibout half the estimated loss that General Accounting Office covers 
nitsreport. Of course, that was an estimate. 

Mr. Correr. It is one-half? 

Mr. Corr. They estimated $3,000,000. We only lost according to 
this, compared to the trade practice or the trade requirement of 15 
ents a bushel—— 

Mr. Correr. Let us forget about this trade. Let us actually find out 
what you lost. By your earlier figures you had an estimate of 2 per- 
ent, and you come now up with this computation reflecting a loss of 
|.41 percent. 

Mr. Coir. That is right. 
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Mr. Correr. So that instead of $3,000,000 it would be something 
slightly in excess of $2,000,000 ¢ 

Mr. Core. I see your point. Instead of $3,000,000 it would kx 
$2,368,800. 

The CuarrmMan. Suppose that these sales had not been made to the 
Government, but to the ordinary trade, would the ordinary trade have 
suffered such a loss as you have 

Mr. Core. I think they would, sir. 

The Caamman. Why is that? 

Mr. Core. Because there is an inherent loss in handling flaxseed. 

The Cuatrman. An inherent loss. What do you mean by that / 

Mr. Core. Flaxseed historically is a more difficult grain to hand) 
with reference to dockage than any other grain. outs time you 
handle flaxseed, especially when it comes in from the country it breaks 
up and creates more dockage. Along that line could I read a letter 
here, by way of information ¢ 

The CuarrMan. Proceed. 

Mr. Core. This letter was in our office and the General Accounting 
Office saw this letter when they were preparing their report. I do not 
know why they did not quote this letter in their report. This letter 
is to us from the Archer-Daniels-Midland Co. of Minneapolis who, 
as you know, are the largest flax handlers in the world and it is signed 
by their vice president and secretary. 

Mr. Correr. That is Mr. Farrington? 

Mr. Core. Philip S. Duff. He is in charge of their flax operation. 
It is dated August 1, 1950, and he says: 

Dear Mr. Core: Through error I find that I have not replied to your letter 
to us dated June 29, 1950, with respect to our invoice on sale No. 48 covering 
flaxseed in storage tanks as follows: Nos. 422, 335, 344, 412, 354, 416, and 312 in 
the Delmar elevator. 

We have checked over this whole matter very carefully, but find that in our 
opinion your experience was about normal in the handling of flaxseed. We 
have checked our records, scale tickets, and so forth, and there have been no 


errors. 
The shrinkage of net bushels of flaxseed is higher, however, on the net of 


3.1 percent 
Mr. Correr. What is that again? 
Mr. Core. The shrinkage on this one lot was 3.1 percent. And thie: 
he goes on: ’ 
Our experience in handling the 1948 crop of flaxseed showed similar losses 
That was their own experience with this crop: 


Please recall that many of the cars handled were plugged and it was only 
after we brought this to the attention of the proper authorities in your depart 
ment at Washington that some public examples were made of those who were 
deliberately and illegally plugging these cars. This practice. I am glad to say 
has decreased considerably, although we still find evidences of it from time t 
time. 

Further, as you are aware, every time flaxseed is handled some of the flaxseed 
breaks up and goes out as dockage. 

ARCHER-DANTELS-MIDLAND Co. 
PuILie Durr, 
Vice President and Secreta: 


That is pretty good evidence that the biggest flax handlers i) 
trade have this shrinkage. too. 
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The Cuamman. Do they suffer losses then, are we to understand, 
similar to that which has been suffered by Commodity Credit Cor- 
porat ion ? 

Mr. Cote. Yes, sir; they would. 

The CHarrmMan. We will take a 5-minute recess. 


AFTER RECESS 


The CHatrrMan. We will come to order. 

Mr. Correr. Mr. Cole, this letter from Archer-Daniels-Midland, 
dated August 1, 1950, was in reply, as you indicated, to your letter 
of June 29, 1950, in which you addressed particular attention of Mr. 
Duff, and you say: 

On June 14, 1950, you forwarded to this office an invoice on sale No, 48, storage 
tanks as follows— 


and you list the number of storage tanks— 


onsisting of 410,000-odd net bushels on warehouse receipts issued on the flax 
entered in your elevators. There was a house run made on those lots showing 
, total entrance of 397,000-odd, and showing a shrinkage of nearly 13,000 net 
bushels. 

We appreciate there will be some shrinkage handling in flax, but, however, 
his appears to be an unusually high shrink of over 3 percent. We would ap- 
preciate it if you would examine your records, tanks, and scale tickets for any 
errors that might have occurred in any other check-up which you feel could 
explain this unusually high shrink. We would appreciate a report at your 
earliest convenience. 

Their letter in reply was in justification of their position. And 
when they said that the 3 percent was a normal shrink, it was founded 
n this. 

Senator Anperson. A sort of self-serving statement. 

Mr. Correr. Yes. 

Mr. Cote. He did say that was about their normal shrink. Re- 
gardless of why he said it, that is what he said. We are talking to 
those people back and forth all of the time and they asked me several 
times what I thought our shrink would eventually be. This was just 
ny best estimate, and I would say, “Well, it looks to me like 2 percent. 
| will not know until the grain is out.” And many of them have told 
me that if we could stay within 2 percent that it would be a veny 
satisfactory job. 

lhe CuamrMan. It actually turned out to be what ? 

Mr. Coir. It turned out to be 1.41. Could I enlarge on that ? 

Senator ANDERSON. Are there copies of this letter around here ?/ 

Mr. Correr. Here is one. 

Mr. Coir. We can get you copies. 

Mr. Correr. You have been enlarging here. Mr. Cole. You are 
quite a way ahead of us. I would like to go back to this. You have 
been amplifying on the saving which you feel that you effected by 
not taking the first deal that was proposed by the elevators; namely, 
this 15 cents a bushel. It may well be that you acted very wisely in 
not accepting their 15 cents a bushel, but then your next deal was 
when you ran into this plugging practice. You wanted to take these 
samples right at the mill, get more representative samples. I cannot 
understand why there would be any objection on the part of the 
elevators to taking those samples. Nor why the Commodity Credit 
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Corporation, being already on notice of the flagrant practices tha 
existed, would capitulate and permit them or buy it on the basis of 
these probed samples. 

Mr. Core. The reason they would not do it was because they wer 
fearful, just like we were, that we could not catch all of these unevenly 
loaded cars, and that we would suffer the 114 and 2 percent, just like we 
have. 

Mr. Correr. No,no. If I understand correctly, I thought that you 
had shifted at that stage—you had shifted to the proposition that they 
were just going to be ‘the ‘custodian, but that you did want a run or 
pelican or ~ whatever you want sample made, rather than the probe 

sample, and that is all you were insisting on, and that they said that 
they could not be bothered with that. 

Mr. Cote. Well, no, that is not just the fact, Mr. Cotter. 

Senator ANperson. Have we got the thing down in writing as to 
what was the fact? Have we Mr. Cole’s recommendation in writing 
and the rejection of it by Mr. Prichard? 

Mr. Correr. We certainly have something along that line. Mr. 
Johnson, do we have the industry’s rejection ? 

Mr. Kirk Jonnson. I think most of that was by telephone conver- 
sation between Mr. Cole and the members of the trade and between 
Mr. Prichard and Mr. Cole. 

Mr. Coe. : think that is right. 

Mr. Kirk Jounson. I think the only written—— 

Mr. Correr. Do we have a transcript of the telephone calls? 

Mr. Kirk Jonnson. I have partial ones of them only, Mr. Cotter. 

Mr. Correr. Do you have them with you? 

Mr. Kirk Jounson. Yes, sir, I could read you some of those. 

Mr. Correr. Could we have them ? 

Senator Anperson. Here is a statement, Mr. Cole, that the General 
Accounting Office put in: 

Mr. Cole is well acquainted with the tendency of country shippers to plug flax 
cars, and he attempted to set up the program on the terms which would have 
forced trade members to deliver evenly loaded cars. 

That is a truthful statement ¢ 

Mr. Core. It is about truthful. What we tried to do— 

Senator Anperson. About—how close is it? 

Mr. Core. Of course, there is no way that I know of—I have been 
in this business quite a while—of forcing country elevators to load 
evenly loaded cars. 

Senator Anperson. That has nothing to do with what I asked. | 
asked if it was true that you attempted to set up the program o1 
terms that forced members to deliver evenly loaded cars—that would 
have been the effort ? 

Mr. Cote. That is right. 

Senator Anperson. Whether it actually worked out 100 percent is 
another story. Did you attempt to set up such a program? 

Mr. Core. Yes, I did. 

Senator Anperson. You did? 

Mr. Cote. Yes, sir. 

Senator Anperson. And what happened to it? 

Mr. Core. That was set up under the No. 1 announcement and it 1s 
part of this report. 
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Senator ANprerson. Have we got a copy of the No. 1 announcement ? 

Mr. Kirk Jonnson. That is exhibit 1, page 1 of our report. 

Mr. Cour. In the back of that report. 

The Cuatrman. Was that the No. 1 plan wherein you obligated 
yourself to pay 15 cents a bushel ¢ 
' Mr. Corr. No, I did not obligate myself to pay the 15 cents a bushel. 

The CHarRMaAn. I mean, if you had accepted it ¢ 

Mr. Corr. Yes, sir, the trade would have accepted that at an addi 
tional fee of 15 cents a bushel. 

The CoamrMan. If you had accepted that plan No. 1 in which was 
incorporated what Senator Anderson as just referred to, instead of 
costing you $2,500,000 as you have just stated, it would have cost 
over $4,000,000 ¢ 

Mr. Coir. That is right, Senator. 

Senator Anperson. Would that have been because of the fact they 
would have loaded the cars evenly ? 

Mr. Core. Well, that would have been because of the fact, Sena- 
tor, that we wanted to take the cars through the house and have 
them load them out on the track and give us a correct grade and 
dockage on the out-bound official weights and grades through the Min- 
neapolis market. It would have taken all of these. 

Senator Anperson. You are testifying that it would have cost 
more money ¢ 

Mr. Core. It would have, in other words, it would have taken all 
of the in-bound, so-called unevenly loaded cars, all of that territory up 
there—would have brought them into Minneapolis and Duluth, run 
them through the elevators and give them a thorough mix, and then 
dropped them in an out bound car and vive mea correct Inspection on 
the out-bound car. 

Senator ANDeRson. You would have known what you bought, any 
way! 

Mr. Coir. We would know exactly what we were buying. 

Senator Anperson. That would cost you more money than the way 
you did it? 

Mr. Corr. Yes. 

The Carman. The charge is 15 cents, according to plan No. 1, 
per bushel ¢ 

Mr. Corr. Yes. 

Senator Anperson. How does he know what the charge was by the 
other system when he cannot tell you how much he got gypped? He 
has no way of knowing how much dockage was in the cars, how many 
screenings were loaded in? How can you testify that one would have 
been cheaper than the other when you do not know what the loss 
was on the other? 

Mr. Cotz. We know exactly what it would have cost us to handle 
it the other way, but as you say, you did not know exactly what it 
would cost on the other system where we were to absorb shrinkage. 

Senator Anperson. How can you testify to what you do not know? 

Mr. Corx. All right. I just said here that when these cars are 
finally run through and we get our final papers on these cars we 
do know exactly what has happened. What has happened is that 
we have taken a 1.41 percent loss on the dockage over and above the 
dockage that was in the cars when they came in. And, in my expe- 
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rience, | would say that is about normal, although different crops 
run differently. 

You have heard the Federal supervisors here testify they are 
fully acquainted with this dockage loss. I think any one of them 
would say there is an inherent dockage loss, no matter who han 
dles the flax, of anywhere from one-half to 114 percent, maybe 2 per- 
cent. That is the history of flax handling. 

Mr. Correr. Let us tie that down, Mr. Cole. If that is the norma! 
loss in the handling of flax, none of the plugged cars escaped you 
people. 

Mr. Corx. That is about right. 

Mr. Correr. You caught them all ? 

Mr. Core. Now listen, it was testified here this morning that my 
inspector, Mr. Friese—we had him on the go almost night and day 
all around these elevators, and at first he was a little apprehensive of 
this program. 

You understand in the announcement of No. 2 we made it a re- 
quirement of the warehouseman to catch every car, every suspicious 
car. 

Mr. Correr. I mean, what was the teeth in your requirement ? 

Mr. Cote. They agreed to do it. There was no stipulated penalty 
for failure to do so. 

Mr. Correr. You just said it was a responsibility. 

Mr. Cote. We told them that they were responsible to do this thing 
for us and they agreed to do it. 

Mr. Correr. They were going to get their storage charges? 

Mr. Cotz. You could not put a man in jail if he did not do it. Let 
me go on. 

Mr. Correr. He was busy? 

Mr. Core. Yes. Now then, you see, Mr. Cotter, this whole pro- 
gram was an emergency operation. We had to do something about 
it. The support program, Senator, broke down. 

I was called on August 23 by Ralph Trigg and Mr. Prichard and 
told that the processor contract had petered out and was no longer 
affording the support price of $6 to the farmers. I can elucidate on 
that, if you want it. 

Mr. Prichard could, probably, tell you why that was. I can tell 
you, too, but it is a long story. 

Anyway, the processors went to Washington and refused to con 
tinue to purchase this flax at $6. 

Senator Anperson. When did they do that? 

Mr. Cote. That was along in August of 1948, because under that 
program the processors were to pay the support price of $6 at Min- 
neapolis and Duluth. That was the basic price provided if they did 
not process the flaxseed into oil, Commodity Credit Corporation would 
take that flaxseed back at $6. If they processed it into linseed oil. 
Commodity Credit Corporation paid them 27% » cents per pound 
for the linseed oil. And on the meal, provided the meal market held, 
they got from $60 to $65 for the meal, they paid Commodity Credit 
Corporation one-half of all they received over $65. And _— 
further that if they received in excess of $70 per ton for the meal, 
Commodity Credit Corporation got all that excess. 
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That was the thing that broke the camel’s back on the processor's 
agreement, because at the time it was negotiated the meal price was 
way up here [indicating]. You will recall. 

In 1948 it was $90 a ton on meal. 

Well, finally, that meal went down under $65. As I recall, it went 
into the fifties, where they could not possibly continue without going 
broke. 

They came to Washington and said, “Here it is. We just cannot 
afford to go further with this contract. We are stopping right now. 
We know that you do not want to break us all.” 

I do not know whether you were there then or not, Senator. 

Senator Anperson. No, I was not there. 

Mr. Cote. Anyway, they could not go through with it. And I 
think it was that night or the next day that Ralph Trigg and George 
Prichard called me and told me that it had broken down completely, 
and they were in a very difficult situation, because there were 4,000 
cars of flax on the Minneapolis and Duluth markets and in transit to 
those markets, “What are you going to do with the flaxseed?” That 
is what the; yaskedme. Whatcan wedo? 

“Well,” I said, “I think that about the only thing you can do, as I 
see it, and this is just my humble recommendation or idea, you start 
in and take this flax on track at $6. If you are going to keep your 
commitment to the farmers you have got to take that flax at $6.” 

If we had not stepped in there that next day and taken that flax at 
$6 it is just anybody's guess where the market would have gone, $3, $4. 
Instead of the loss here that we took, anybody would have taken the 
same loss, you might have had a $20 to $25 million loss to farmers 
who would have received less than the support price. 

Mr. Correr. What was Commodity Credit Corporation’s over-all 
loss on the flax, Mr. Cole—do you have that figure ¢ 

Mr. Coir. No, I do not have that figure. “You mean, what we took 
it in for and the costs of carrying it as compared with the price finally 
realized. 

Mr. Correr. Yes. 

Mr. Core. I would not have that. 

Senator Anperson. Will you put that into the record, the figure 
on which you get this cost, so much less than the other cost would have 
been, 1.41 ? 

The CuatrmMan. It is in the record. 

Mr. Correr. He has the schedule. 

Mr. Core. You have it there. 

The Cuarrman. We can put that in the record at this point. 

Mr. Cortez. Do you want to put it in the record ? 

Mr. Correr. No, I want to discuss it with you a minute. How long 
have you had these figures, Mr. Cole ? 

Mr. Core. We just got them. My fiscal chief just brought them 
dow nh. 

Mr. Correr. How long, the last few days? 

Mr. Core. The last few days. 

Senator Anperson. Since this hearing was called ? 

Mr. Corr. Yes, sir. 

Mr. Correr. But you have been working on them for how long? 
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Mr. Cote. We have been working on them for a long time—we sure 
have. 

Mr. Correr. Since the General Accounting Office investigation / 
Mr. Cote. We were working on them, I think, when Mr. Johns: 
and his crew was in there and they mentioned in the report that 
they could not get the figure, because it was a long, costly, tedious 

job, and I think you knew at the time we were working on it. 

Mr. Correr. Is it true that these figures do not agree—L think—wit| 
your figures of your Minneapolis office—I think that you started out 
by saying that, our book figures of the Minneapolis office show a loss 
of 1.41 percent, but it is my understanding from General Accounti 
Office that your Minneapolis people are not quite sure of this figur: 
because it does not agree with your book figure. 

Mr. Coxe. I would say this, 1 do not know what the boys, Mr. Johi 
son up in his office know, but they have never discussed this report 
with me, not one word of it. I do not know whether they have dis 
cussed it with my boys, or not. I do not know what they have told 
them, but I will say this, that those figures are on our books as thy 
official figures for Commodity Credit Corporation. They are subject 
to any kind of an audit, General Accounting Office or anybody els 
wants to make. 

Mr. Correr. Let us understand how long you have held most of 
this flax, Mr. Cole. You took it in, within a short time either pr 
cessed it into linseed oil or got rid of it, is that not right? 

Mr. Coie. Yes, we did. 

Mr. Correr. And flaxseed would be something like corn with all of 
the handling and turning and so forth, it does break up somewhat, 
and that is one of the elements of your dockage, is that right ¢ 

Mr. Coie. Yes, that is right. 

Mr. Correr. But if you only had it a couple of months you would 
have a very minute percentage that would be normal for your loss 
through breakage ? 

Mr. Cote. You might have a pretty good percent. 

Mr. Correr. It would vary, I suppose, with the moisture co! 
and other elements ¢ 

Mr. Coxe. It will vary with the crop. 

Mr. Correr. Would it be normal if you were holding it a 
short time it would not be too much ? 

Mr. Core. It might be less, but I would think that it would be } 
accordance with the times that you turn that flax, because it is in t! 
activation of the flax and running it through machinery that crac! 
it up and increases dockage. 

Mr. Correr. You start out by taking over a gross amount of twent) 
nine million, four hundred and twenty-four odd thousand bushels 
that is, dirt, dockage, everything, right ? 

Mr. Coxe. Yes. 

Mr. Correr. But you only paid for 26-million-odd bushels? 

Mr. Core. That is right. 

Senator Anprerson. There can be no argument about that later 
You only paid the farmers for 26,000,000 bushels. 

Mr. Correr. The elevators. 

Mr. Coie. You see, we bought this from the elevators. 

Senator ANnperson. You paid the elevators only for 26,000, 
bushels. 


ver) 
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Mr. Cotx. Yes; that is right. That is all we got on our net trust. 
The gross trust was 29,000,000. The net was 26,000,000. That is what 
we actually paid for. 

Senator ANperson. Does General Accounting Office agree with 
that? 

Mr. Correr. Do you have that? 

Mr. Kirx Jonnson. We do not have it. 

Mr. Cotx. Could I make this observation? Why are they challeng- 
ing this figure as not being correct if they do not know ? 

Mr. Correr. I do not think there is any challenge of it. 

Mr. Cote. They have said it does not agree with their figure. 

Mr. Correr. Your people I understand in Minneapolis were fear- 
ful of their schedule because of the various 

Mr. Coir. My chief is here. I do not know that they asked him. 
He is in charge of these figures. 

Senator ANperson. Let us get him here, too, and swear him at the 
same time. Bring him in. 

Mr. Coie. It is Mr. Whitson. Will you come up? 

The CHarrman. Will you raise your right hand? Do you solemnly 
swear to tell the truth, the whole truth, and nothing but the truth, so 
help ) vou God ? 

Mr. Wurrson. I do. 


TESTIMONY OF C. W. WHITSON, FISCAL OFFICER, PMA COMMODITY 
OFFICE, MINNEAPOLIS, MINN. 


Mr. Correr. Mr. Whitson, your office prepared this schedule that 


we have before us? 

Mr. WHITsoN. Yes, sir. 

Mr. Correr. Very recently ? 

Mr. Wurrson. Yes, sir, probably was completed about, oh, a week 
and a half, two weeks ago. 

The Cuarrman. A week and a half ago? 

Mr. Wurrtson. About that. 

Mr. Correr. Would not your office in the normal course of events 
have this type of computation without preparing it specially, in other 
words, if you bought flax in 1948 and 1949 and sold it in 1949 and 
1950, would not before a week or so ago in the normal course of events 
you have a computation of what your loss was on the thing? 

Mr. Wurrson. We have, of course, written off as far as the official 
books of the Commodity Credit Corporation are concerned the dollar 
loss as it occurred month by month over the years ever since 1948. 

Mr. Correr. Did vou write that off on an estimated basis or on an 
actnal basis? , 

Mr. Wurrson. That would be—it was on an actual basis. Of course. 
he loss consists of several things. We have a bushel loss and we have 
a loss resulting from the difference between the purchase price and 

sales price. And all of the losses, of course, go into that same account. 

Senator Anperson. You did not have much bushel loss, did you ? 

Mr. Wurrson. We thought it was quite a bit. 

Senator ANpErson. How much was it? 

Mr. Wurrson. Well the net bushel loss was about 350.000 bushels on 
this special bin flax. 
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Mr. Correr. Do you not have 369,391.52 bushels—is that the figui: 
you are talking about ¢ 

Mr. Wuirrson. I was talking about the one in the last column ove) 
here, the dockage. That isthe increase. The total loss was 369,391.52. 
yes, sir. Some of it is due to difference in weights, in-weights, and 
out-weights. And some is due to a difference in dockage. 

Mr. Correr. Did vou prepare this just specially because of the Ge: 
eral Accounting Office investigation ¢ 

Mr. Wurrson. No; we have started this quite some time ago. 

Mr. Correr. How long ago? 

Mr. Wurrson. Well, actually our first report we have done it i: 
segments heretofore—it has been difficult to cut off on any one ek 
vator’s handling and get a good cut-off with their books and ours. So 
we have done it on as we have gone along and inasmuch as we did not 
have a good clean cut-off, why this is the final summary more or less 
We still have about 144,000 bushels of flax. 

Mr. Correr. That is all of the flax you have left out of the 31,000.00) 
bushels or whatever you had ¢ 

Mr. Wurrson. I have the actual figure. I think it is 244,000 as of 
February 29. 

Mr. Correr. Taking these figures—you covered the fact that you 
took in 29-odd million, you paid dirt and all, you paid for 26-odd 
million, you loaded out 29-odd million, and you got paid for only 
25,720,000—the difference between your load-in and load-out results 
in only a shrink of 20,000-odd bushels, which is a very negligible pe: 
centage. You have it here. It is less than one-tenth of 1 percent— 
0.068. 

Mr. Wurrson. That is right. 

Mr. Correr. That would represent any actual chaff that blew away, 
any actual dirt that was lost in the elevator, or any actual grains of 
flaxseed that were lost in the handling in that gross shrink, would it 
not ¢ 

Mr. Wuirson. That would include also, of course, any errors i 
weighing in and out, any human element involved. 

Mr. Correr. So you get down to your net loss in bushels of 369, 
391.52, and that pretty nearly represents, does it not, the actual loss 
you had from this plugging pactice with the possible execption of 
any slight increase in dockage through the further breaking of 
kernels in the handling by the elevators? 

Mr. Coie. Do you want me to answer that? 

Mr. Correr. Yes. 

Mr. Cote. You are pretty close. Now you see this figure, say, that 
we are commercial handlers and that we were looking at this report, 
we might say that 1 percent of that flax was a natural shrink. It 
would have occurred regardless of what you did to it and no matter 
how carefully you measured the dockage as the flax came in. 

Mr. Correr. Depending upon the time you held it. 

Mr. Core. Of course, there might be a few cars that got by us that 
we did not catch the uneven loads, you see. So then you would have 
a total of 1.41. 

I am admitting that some of these cars must have gotten by, but | 
want to say to you now that these inspectors and the elevators and 
everybody connected with the Department of Agriculture’s program 
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and the facilities—you had some of these men on the stand this morn- 
ing—were not just exactly acquainted with all of the details of this 
thing, and they have no business to be—it is not their province, but 
we utilized all of the facilities of the Department of Agriculture and 
| think it worked out pretty well that these Federal supervisors 
and the inspectors actually caught more of those cars than we thought 
they would eatch. I thought they would do a pretty good job, Mr. 
Cotter. I thought it would be about 2 percent, but I say I was con- 
servative in making that estimate, but here it is, 1.41. Those are 
the figures actually on our books. 

Could I say this‘ I just happened to think of this. 

Before I got on the train to come down here I talked to fhis man 
Friese who you will find all through here. He made these reports to 
me. He knows about this figure and he says, “Well, you will notice in 
my reports that I said time and again that I thought that the elevators 
and the inspectors were cooperating to the best of their ability.” 

And he did, did he not’ He said they were giving us diligent serv- 
ce and this shows that they did. 

Mr. Correr. Of course, if they get rushed they will give their 
own 

Mr. Core. They might. 

Mr. Correr. Business the first attention, I think he said. 

Mr. Cote. You understand that we had meetings with these people. 
We drilled it into them, the necessity for handling this carefully, and 
apparently they did a good job. 

Mr. Correr. Before we get away from this figure again, I think you 
agreed with me and then stated something substantially different. 
Will you agree that you only held this flax a short period of time on 
the over-all ¢ 

Mr. Cote. No; we held some of it quite a long period of time. 

Senator ANpERsON. Then, can we have a statement in detail some of 
these days showing how it was loaded and when loaded out and when 
taken out, so that we will find out how long it was held? 

Mr. Corte. Yes; we can do that. We held this quite a while. 

Mr. Correr. It is my understanding that you bought it for pro- 
essing, and that much of the bulk of it was loaded out within a 
relatively short period of time. 

Mr. Cote. No; there was a small amount loaded out within a rela- 
tively short period of time, but the bulk of it was held—held for a 
ong period of time. 

Che Caarrman. What do you mean by long ¢ 

Senator ANpERSON. What do you mean by long? 

Mr. Wurrson. I have figures here that show it. 

The CHarrman. Get them. 

Mr. Correr. Will you admit that over 10 million bushels were loaded 
out before December 1 of 1948 / 

Mr. Coiz. Before December 1? I think it was, Mr. Cotter. I think 
there was 10 million because we had, as I recall—it is 4 years ago, 
you understand I have just read the report just now—but by December 

l,as I recall, there was quite a little shipped for export. 

Mr. Correr, That is one-half of it right there. 

Mr. Core. I could not tell you the figure without referring to the 

rds. I donot know what the figure was. 
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Mr. Wurtson. I have broken it down by months here. It starts ou 
inJuly. We had some other price-support grain. 

The CHatrman. July what? 

Mr. Correr. What year? 

Mr. Wurrtson. 1948. 

Mr. Correr. You did not start it until September. 

Mr. Wurrson. We did acquire some besides this terminal purchase 
program, but it was rather inconsequential. Twelve thousand 
July, 36,000 in August, 865,000 in September, 1,865,000 in October, 
3,506,000 in November and 3,107,000 in December. 

Senator ANpEeRson. How much does that total ? 

Mr. Core. It totals about 10 million. 

Senator ANnperRson. You shipped that by December so it all went 
out right away. 

The CHarrman. What is the point, then ? 

Senator Anperson. He says he held it a long time. He got it in 
by September and shipped it out by December. 

The Cuatrrman. What would be the point—what significance do you 
attach to that ? 

Mr. Cote. What difference does it make? 

Mr. Correr. The whole point is that you are making that practically 
all of this 1.41 percent is a normal shrink. Of course it cannot be, or 
else this plugging practice did not exist. 

Mr. Coxe. It has got to be according to the records, it has to be, 
unless our records are wrong. 

Mr. Correr. No; I am trying to show by your own figures here 
that if you held this grain a short time you only had a net gross 
shrinkage of only 20,000 bushels; right ? 

Mr. Core. Yes. 

Mr. Correr. Yet you had a net shrink, a dockage and everything, 
of 369.000. 

Mr. Core. Yes. 

Mr. Correr. So your 369,000 bushels, it would appear to me, would 
represent, even by this computation, almost entirely your loss through 
this plugged-car operation. 

Senator Anperson. At $6 a bushel it runs about $2 million. 

Mr. Corr. Senator, I think, without referring to this record, ! 
think you are about right, but that is the 1.41 percent shrinkage 
loss. 

Mr. Correr. That is the point I am trying to make. 

Senator Anperson. That 369,000 is at $6 a bushel, about $2 million, 
and that is about what General Accounting Office says here. 

Mr. Coie. They said over $3 million. That is what I said here. | 
said here—I gave you the figures—I gave you the figure here « 
$2,368,800. 

Mr. Correr. They based their earlier figure before you had thes 
records. You have just had these records a few days, and you earl! 
said, and your other employee said, you would be lucky to get 
with a 2-percent shrinkage. 

Mr. Coie. That is right. We are not debating that. 

Mr. Correr. These figures and your figures are corresponding! 
alike. 

Mr. Core. Well, I'd say there is quite a difference between ov 
$3 million and $2,300,000. 
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Mr. Correr. That is the difference between your estimate and these 
final figures that you come up with, Mr. Cole. 

Mr. Core. I will take the $700,000, 

Mr. Correr. I suppose you are very glad to know that your esti- 
mate was high ¢ 

Mr. Cote. I am tickled to death, and I think the Department and 
the Congress ought to be pleased the way this was handled when it 
was a very great emergency. I do not know what would have hap- 
pened if the market price for these farmers had dropped to $3 or 
s4. Could they have all sued the Department or the Government ? 

Senator ANpERSON. No. 

Mr. Core. For the $6 price? You would have had some trouble, 
would you not ¢ 

Senator ANperson. No. 

Mr. Correr. Mr. Cole, going back to this— 

Senator Anprerson. You announced the program and the Govern- 
ment stood ready to buy. 

Mr. Correr. Going back to this program about the grocery store, 
even though your shrink was only 1.41, you did have flagrant series of 
frauds practiced. I think you had two cases which were investigated, 
one in which the man admitted buying screenings which he put in the 
ear, and the other one, where he admitted deliberately putting dirt or 
something, and so forth, in the car. Did you see those reports as they 
were made by the C. & I. ¢ 

Mr. Corte. No, I did not. 

Mr. Correr. Neither one? 

Mr. Coir. No. 

Mr. Correr. You know nothing about them / 

Mr. Cote. Yes; Ido. May I elucidate on this? 

The CuatrMan. Proceed. 

Mr. Correr. Do not elucidate too much. 

Mr. Coxe. I have got to elucidate. You bring these things up. I 
know something about them. If you want to find out what I know 
about it I have got to tell you. 

Mr. Correr. We want you to. 

Mr. Cote. As I say, this whole thing, there was a period of almost 
continuous negotiation between our office and our Washington officials. 
They knew every day what was going on. Mr. Nealon just testified 
here this morning, was in my office on those old flax cases. You re- 
member I testified on those down here first. He was in the office at 
the time, and I told him that we were having trouble with a lot of these 
plugged cars. While he was out there it might be a good idea if we 
could initiate a kind of survey on this plugged-car situation, and he 
thought it would be good. So I talked to Mr. Prichard about it, and 
Il said, “Shall I have John Claggett in Chicago start this survey ?” 

And Mr. Prichard said, “I will take it up with Mr. Duggan.” Mr. 
Duggan is the head of the C. & I. at Washington. 

Hence, Mr. Duggan, through Mr. Claggett, sent Mr. Nelson out to 
make the surveys. I never saw a copy of them. Of course, on the sur- 
veys Mr. Prichard may get them. I would not get them. Or Mr. 
Nealon may have sent them in to his headquarters, but I never saw one 
of them until what was in the General Accounting Office report, about 


1S 
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Mr. Core. I saw it then. I knew he was making the investigati: 
I recommended that it should be done. I thought something shou|: 
be done. 

Mr. Correr. You do not know where the reports went in the 
terim / 

Mr. Coie. No: I did not. 

Mr. Correr. You did not inquire about them / 

Mr. Coie. No; that is right. 

Mr. Correr. O. K.; but when did you get them both eventually / 

Mr. Coie. 1 got them, as I recall—lI got a look at the Morris report 

Mr. Correr. But not the other one / 

Mr. Core. I do not think I ever saw the Kerkhoven report. And | 
saw it in the General Accounting Office report—not until I saw it 


there. 

Mr. Correr. Did you feel that the case of Morris, the Dahl case, wa 
not flagrant enough to prosecute ¢ 

Mr. Coxe. I felt that it had— 

Mr. Correr. Too old, or what ¢ 

Mr. Core. I thought it had quite a lot of implication. As I said, yo 
know, my history in my business of some 35 years, I have been st: 


vling with this plugging thing. 

You have heard the Inspectors testify here this morning abo 
plugging, but there would not be a one of those inspectors wi 
“Pluge”™ on a certificate. They would not put the word “Plug” on a 
certificate, no matter how close he inspects the car. He calls it 
uneven load or a high load. 

And in all of my experience I have gone back to the elevators just 
like this man Nealon did, trying to get something on somebody, an 
they always say, “Well, the farmer brought it in to me that way. Yes: 
I put dirty flax, not dockage, dirty flax, on the bottom of the car so | 
could get a better grade, but the farmer brought it to me that way.” 

And it is pretty hard to refute. 

Mr. Correr. This man Dahl admitted 

Mr. Coie. 1 do not know of a single case in the grain industry that 
has been prosecuted; it is that tenuous. 

Mr. Correr. You do not think there ought to be any penalties lo 
such a practice ¢ 

Mr. Corte. Yes; I do. 

Mr. Correr. When it is quite prevalent / 

Mr. Core. I think there should be. I think there should, but I do 
not know what it should be. I have been studying it for a long time 
No grainman can tell you what it should be. None of these inspectors 
that you heard that spent their lives in this business can tell yo 
They have all gone down on the read trying to get something. 

We did have a practice here sometime ago in the grain trade that 
when we thought we had a plugged car, the Inspection Department 
put a grade on that car, no better than the plug. That was a penalt) 
For instance, if a man shipped one big car, Dark Northern Spring 
and he had 200 bushels of Sample-grade grain in the center, that 
whole car would grade Sample damage heat. That was a pena!t) 
Why that was discontinued I do not know. It was, I know. They clo 
everything to hunt the plug out and grade that and grade the rest | 
the car. 
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The Cuarrman. Are there any further questions ? 

Mr. Correr. I might ask Mr. Whitson just one more question. 

Do you now know from your figures what your over-all loss on 
handling this flax was? 

Do you know how much it was? 

Mr. Wurrson. We do on the special bin flax. I have the figure here. 
On our over-all flax—this only covers 26 million—on the balance I do 
not know offhand—— 

Mr. Correr. What is it on the 26 million ¢ 

Mr. Wurrson. The over-all loss would be 369,000 bushels. 

Mr. Correr. I mean your loss from handling; how much you sold 
less than you bought it for. 

Mr. W HITrson. | haven't got those figures here. 

The Cuamman. That is the farm program, Is it not ¢ 

Mr. Wurrson. Yes; that is right. 

Senator ANDERSON. Did you sell the 25 million bushels / 

Mr. W HITSON. Not all of it. Most of it was | rocessed into linseed 
oil. We still own considerable linseed oil. 

Senator Anperson. How much of this did you sell? 

Mr. Wurrson. I haven’t got the figures here. 

Mr. (OLE. You could bi ing this dow n into sheet after sheet. 

Senator Anperson. Do you know how much went into linseed oi] # 

Mr. Wurrson. A large portion of it; but I do not know exactly. 

Senator Anperson. If you said that you were shipping 10 million 
bushels to somebody to process nto linseed oll, cloe he s{ | ana welgh 
that w hen he vets it to be sure he gets 10 million bushels. or does he 
make up the linseed oll ul icl tell you how Thitie hy linseed oil you have 
vot on hand ¢ 

Mr. Wurrson. Our sales were based on our outweights at our 
elevators. 

~“enator ANDI rson. Are these sales w he n you are shipping to some 

vy for linseed oi] ¢ 

Mr. Wurrson. It was arranged—we had two different programs. 

1some cases we sold them the flax and bought back the linseed oll. 

ther words, we had it on a custom basis. 

Senator Anperson. When vou shipped some flax on a custom basis 
to crush for you, is there any public seale or anything that weighs 
that so that you know how much actually he received ¢ 

Mr. Warrson. Most of the plants, ves—not all of them—most of 
them are right adjacent to the elevators. 

Senator AnperRson. Could there not be a difference in this 25-million 
figure on the receipts that they had ? 

Mr. Cote. May I answer that’ No, sir, there could not have been. 
When we make a sale—— 

Senator Anperson. Why not? This is not a sale. 

Mr. Cote. Yes; you did make a sale. 

Senator Anperson. When you send them for custom ? 

Mr. Cote. When we sell it to them for custom we have an under- 
standing that they may grind 2 million or whatever the amount is. 
We have that officially weighed and graded, into wherever it is going, 
whatever plant it goes into, and we have the official weights and grades 
out of a terminal elevator, recognized official weight and grade. That 
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is taken by any bank or anybody else that that is the amount t}, 
pay us for. 

Senator Anperson. If you send somebody some material to han 
on a custom basis, what do they pay you—do you not pay them ? 

Mr. Core. I do not recall just how those custom contracts wer, 
written. 

Senator ANperson. You just got through saying that you always 
sold it tothem. I question that, because that is not my remembrance 
of the situation. It did not apply to peanuts. I do not think it a; 
plied to this. You check that testimony of yours. I do not think 
it does. We will ask Mr. Prichard. 

Mr. Cotz. Maybe Mr. Prichard could tell you more about that, 
because I do not think we did the initial drafting of any of 1 the 
custom contracts. I think all of the grinding of the flaxseed j 
oil was handled in Washington, I believe. 

Senator Anperson. You have just been testifying about it in con 
tradiction to what I was asking. 

Mr. Core. I am talking about the sales we made. 

Senator Anprerson. I did not ask about sales. I specifically asked 
about this customs business. 

Mr. Cortz. I misunderstood you then, because on the sales we do 
know. 

Senator Anperson. I waved the sales aside. I know that you get 
the right figure on the sales, because there is no question about their 
giving you that. 

Mr. Correr. What did you say, Mr. Cole, happened to this propo- 
sition of yours, this proposal, on the basis of the recommendatidn of 
the State grain and Federal grain inspectors that you wanted inspec- 
tion for samples to be made from scale to bin—what happened to 
that—why did not that go through ? 

Mr. Core. Nothing happened to that. That is what we did on 
lot of this stuff. That is why our losses are only 1.41. A lot of that 
kind of inspection was done on this mess of flaxseed right here. 

Mr. Correr. Some of your elevators, when they caught an obvious 
plug, they would have rerun ? 

Mr. Cote. Sure, they would. Not only that, but we had the Fed- 
eral supervisors and their people watching that and we also had 
the State inspectors watching it. 

Mr. Correr. What do you mean by watching it—they went out and 
took a sample ? 

Mr. Cote. They were around these elevators. They could see the 
inspection going on. They would seal the bins. Every one of these 
bins was sealed by a State man. This was all identity-preserved tla. 
The elevator had nothing to do with it. The State weighed this stuff, 
inspected it, and put it into the bins, into special bins, sealed the bins, 
and gave us the seal numbers on the bins. 

Senator ANperson. That is not the testimony we have had |i 
this morning. Are you very sure of that? 

Mr. Coxe. I am positive about it. 

Mr. Wurrson. On this lot of flax here 

Senator Anperson. We have had people telling us some very b 
things, and this account here is frightful if that is true, because 


id 
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there is an understanding here and it states it over and over again, 
when Archer Daniel found cars being plugged they made an exam- 
ination ofthem. Your testimony is not that at all. 

Mr. Cote. Yes; it is. 

Senator ANperson. I hope you will read it. 

Mr. Cotx. My testimony is that we did this examination of those 
cars just like the private firms do, and that is why we have a 
small shrink. 

Senator ANperson. Maybe we had better have your testimony read 
back here. Can you find that portion and read it? 

(The record was read as follows :) 

Mr. Cote. They were around these elevators. They could see the inspection 
roing on. They would seal the bins. Every one of these bins was sealed by a 
State man. This was all identity-preserved flax. The elevator had nothing to 
do with it. The State weighed this stuff, inspected it, and put it into the bins, 
nto special bins, sealed the bins, and gave us the seal numbers on the bins. 

Mr. Core. There are several personalities involved in there. For 
nstance, when we were watching these inspections into the elevators, 
vou had, first, the track inspection. If a car was unevenly loaded, it 
came to our attention or came to the elevator’s attention, the terminal 
warehouse, and he would call the Federal appeals. Then that car was 
either inspected at the pit, was direct-transferred, or whatever was 
necessary to get a more correct grade on that wheat. Then after that 
final correct grade, which was probably a Federal appeal, was received, 
then we authorized the State man, who is a custodian in the elevator 
he is another man, but he is a State employee—he puts that grain 
into the respective bins and seals them. 

Now, I think that clarifies about what the testimony is a little bit, 
but it is so common that I may have gone at it a little rapidly, but I 
think any of these inspectors will verify that, if you want to verify it. 

Senator Anperson. I noticed this in the report: 

(At the Peavey elevator they are also finding several plugged cars, getting 
house runs on several and calling Federal appeal at about 55 percent of the 
in-bound cars, getting changes in our favor on about 80 percent. 

That does not sound to me as if the elevatar had nothing to do with 
It. 

Mr. Core. Senator, the elevator had a lot to do with it, on our in- 
spection. 

Senator Anperson. That is all I wanted you to say. 

Mr. Cote. Had nothing to do with putting it in special bins. That 
was entirely up to the State officials. 

Senator Anperson. I am not questioning that. I said the elevator 
had a lot to do with checking up on this grain as it came in. 

Mr. Cotz. They certainly did. I agree with you. 

The Cuarrman. Are there any further questions? If not, we thank 
you, Mr. Cole. 

Mr. Cote. Thank you. 

The CHarrman. We will next hear from Mr. George Prichard and 
Mr. Howard Pickard. You have both been sworn ? 

Mr. Pricwarp. Yes. 

Mr. Pickarp. Yes. 
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TESTIMONY OF GEORGE L. PRICHARD, DIRECTOR, FATS AND OILS 
BRANCH, PMA; ACCOMPANIED BY HOWARD B. PICKARD, OFFICE 
OF THE SOLICITOR, UNITED STATES DEPARTMENT OF AGRICU.- 
TURE—Resumed 


Mr. Correr. You are Director of the Fats and Oils Branch of t}, 
PMA? 

Mr. Soon ao Yes, sir. 

Mr. Correr. As such, you were in charge or had directed this flax 
seed lite hase program in the fall of 1948? 

Mr. Pricuarp. Late summer, Mr. Cotter, that is, in August, as My 
Cole pointed out. 

Mr. Correr. How is it that you, as head of the Fats and Oils Bray 
are directing a grain-purchasing program ? 

Mr. Pricuarp. Flax is an oilseed. It comes under the Grains Stand 
ards Act, but it is an oilseed, and the same as soybeans and other « 
bearing material. 

Mr. Correr. Then the Grain Branch actually does not have jurisdi 
tion over flaxseed ? 

Mr. Pricuarp. They do now. It was transferred to them since that 
time. 

Mr. Correr. Not at that time? 

Mr. Pricuarp. That is right. 

Mr. Correr. You heard the testimony with respect to certain in ves 
tigations that were made of offenders in this plugging practice 

Mr. Pricuarp. Yes, sir. 

Mr. Correr. And one of them was the Dahl case, Morris Cooperative 
Elevator Association ? 

Mr. Pricuarp. Yes, sir. 

Mr. Correr. And the other, the Kerkhoven ? 

Mr. Pricuarp. Yes, sir. 

Mr. Correr. Did you order those investigations and suggest them 

Mr. Pricuarp. If I may, I will read a memorandum dated Octobe: 
21, 1948, addressed to William H. Duggan. 

Mr. Correr. Is it a long memor: andum? 

Mr. Pricuarp. Three short paragraphs. I think it would be 
teresting to you. 

Mr. Correr. If it is at all pertinent, O. K. 

Mr. Pricuarp (reading) : 


/ 


Subject: Flaxseed purchasing operations. 

A few days ago a meeting was held in my office with Messrs. Murphey a 
Black of the Grain Branch Inspection Service at which they reviewed the situa 
tion they had found in the Minneapolis and Duluth areas in connection with the 
present flaxseed-purchasing operations. While the over-all situation as relat 
by Mr. Black indicated that Commodity Credit Corporation was faring as well as 
commercial channels usually did with respect to dockage, there was nevertheless 
evidence of cars being plugged, thereby taking advantage of certain inspectio! 
difficulties. 

The Compliance and Investigation group in Chicago advised that they believed 
they could develop evidence sufficient to prove a case of fraud on the part of some 
of the shippers. The position of this Branch is that if a case can be brought 
against shippers whose actions are intended to deprive Commodity Credit Cor 
poration of value paid for or to defraud the Government, we feel everything 
possible should be done to bring this action to light. 

We shall be glad to assist in every way possible and furnish you any additi 
information we may have. 
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That was the formal request. There were conversations, as was 
pointed out. 

Mr. Correr. What date / 

Mr. Pricwarp. October 21. 

Mr. Correr. 1948? 

Mr. Pricnarp. 1948. 

Mr. Correr. You got a report back in early 1949? 

Mr. Pricwarp. That is my recollection. 

Mr. Correr. Did you take any other action? You have your chro- 
nology as to when you referred it to the Solicitor’s Office ? 

Senator ANpERSON. Was that a request for them to do anything? 

Mr. Pricnarp. Yes, sir, it was a request. 

Senator ANprERson. May I see it again?’ It was an offer of coopera- 
tion on your part, in whatever they decided to do. 

The CHamrMan. To whom was the report addressed ¢ 

Mr. Pricnarp. Mr. Duggan. On the basis of this, the investigation 
vas made. 

The CHARMAN. Proceed. 

Mr. Correr. I think he is looking up something. 

Mr. Pricnarp. What was your question, Mr. Cotter, please ‘ 

Senator ANpeRSON. I read the letter, and there is not a request in 
there todo anything. It just says that the Compliance and Investiga- 
tion Division in Chicago thinks they can make out a case and that his 
branch would be glad to assist. That is quite different from making 
, request to somebody to investigate something. I just think it ought 
to be in the proper perspective. 

Mr. Correr. Did you make an oral request—Was this a memoran- 
dum for the file or a memorandum to Mr. Duggan ‘ 

Mr. Pricuarp. To Mr. Duggan, and it was considered as a request 
for investigation. 

Senator Anperson. By whom was it so considered ¢ 

Mr. Pricuarp. By Mr. Duggan. 

Senator ANperson. Did he ever tell you that—did Mr. Duggan tell 
you that? I happen to know he is smart enough to know a request 
should say, “I request you to do so-and-so.” That is merely an expres- 
sion of opinion in there. These things ought to be brought to light. 

Mr. Pricuarp. I will cite you two investigation reports here, Sen- 
itor, and both of them say that they were requested by me. 

Senator Anperson. I know it. That is what I have been trying to 
find out, when you made the request. 

Mr. Pricwarp. That is the formal request that I just read into the 
record. I consider it so, and so did Mr. Duggan. 

Senator Anperson. Can we have it to copy from, so that there 
cannot be any question about it being exact ! 

The CHamman. What was the result of your so-called request ? 

Mr. Pricuarp. Well, there were four investigations made, as Mr. 
Nealon has testified this morning. 

The Cuarmman. So that the person to whom you addressed this 
took it for granted that it was a request for an investigation / 

Mr. Pricnarp. Yes, sir. 

The Cuatrrman. All right. 

Mr. Correr. When did the Dahl case come in to your office, and 
what action did you take on it? 
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Mr. Pricuarp. The Dahl report is dated March 29, 1949. Would 
you like the date of the Kerkhoven while I have it ? 

Mr. Correr. Yes. 

Mr. Pricuarp. The Kerkhoven report is dated May 9, 1949. Those 
are both in the General Accounting Office report. 

Mr. Correr. That is the date that they were received by you 
office / 

Mr. Pricuarp. That is the date of the report. There is usually a 
few days’ lapse between the time they are dated. I believe it was date: 
in Chicago, of course, they would come in and come to me very shortly. 
Perhaps I can give you that, if this file is complete. The Morris Co 
operative Elevator and A. V. Dahl came to me by a coverning me 
orandum dated April 11, 1949. 

Mr. Correr. What action did you take on that case? 

Mr. Pricnarp. We sent it through channels for consideration, and 
the case was closed. 

Mr. Correr. What do you mean, you sent in through channels? 

Mr. Pricuarp. We sent it as provided in our procedure, to thy 
Fiscal Branch and to the Office of the Solicitor. 

Mr. Correr. Do you have the date that you did that—there is a 
delay here of about a year and a half, which might have influenced 
somebody not to take action-—-I was trying to find out about that. 

Mr. Pricuarp. I think I can find that for you. It does not happe: 
to be in this file. 

Mr. Correr. Pardon? 

Mr. Pricnarp. Just a moment. 

Mr. Correr. Mr. Pickard, maybe you can help. When did it come 
to your office and where did it come from when it came to your office / 

Mr. Picxarp. It came to our office from the Fiscal Branch, PMA, 
to which Mr. Prichard referred it. The date of their memo 
randum- 

Senator ANperson. When? . 

Mr. Pickxarp. The date of their memorandum to us was July 2! 
1949. We received it a few days after that. 

Mr. Pricuarp. We sent it to fiscal on April 26, 1949. 

Mr. Correr. Did you have any recommendation in your reference 
to fiscal, Mr. Prichard ? 

Mr. Pricuarp. I think we recommended that the case should b 
closed in view of consultation with the Office of the Solicitor. 

Senator Anperson. How could you have had a recommendatio 
from the Office of Solicitor when they had not. had it yet ? 

Mr. Pricuarp. Let me be sure that this is the case. 

Mr. Correr. What is the date of your memorandum, Mr. Pickard‘ 

Mr. Pickxarp. The date of our formal opinion is June 30, 1950, to 
Mr. Brasfield. ; 

Mr. Correr. That is more than a year later. 

Mr. Pickarp. Eleven months after we got it, sir. 

Mr. Correr. You could not have had that opinion, could you, Mr. 
Prichard, at the time you referred the matter to fiseal—what did you 
say in that referral ? 

Senator Anperson. Can we take it from the file and submit it for 
the record ? 
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Mr. Correr. I think so. I know that we ought to have it. I do 
not know what it says. 

Mr. Pricnarp. I do not have here my transmittal memorandum. 
have a note that I wrote Mr. Cole. 

Mr. Correr. Under what date? 

Mr. Pricuarp. Under date of September 14, 1949. 

Mr. Correr. What do you say in that ? 

Mr. Pricuarp. I mention this. He had asked me as to the status 
of the case, and I wrote him as follows on April 26. We sent this 
report to Karney Brasfield—he was then Director of the Fiscal 
Branch—with a memorandum stating that there did not appear to 
e any basis for a claim against the elevator. This determination was 
reached after consultation with representatives of the Office of the 
Solicitor. 

Senator ANDERSON. I think we ought to have that memorandum 
that he submitted to the Fiscal Branch. 

The CuHamrMan. Can you obtain that, Mr. Prichard? If so, it will 
be placed in the record at this point. 

Senator ANDERSON. How does it happen to be out of your file / 

Mr. Pricwarp. I just do not happen to have it with me, Senator. 
| would not say that it is out of my file. 

Mr. Correr. Is that not your file—is that the file on the case, or 
just loose papers that you brought é . 

Mr. Pricnarp. This is just a collection that I brought in the hope 
that I would have everything you asked for this morning. 

Senator ANperson. I do not understand why you bring a letter to 
Mr. Cole, telling you what you did to the Fiscal, without bringing the 
etter to the Fiscal Branch, because it is very important that we have 
the base of his recommendations. 

Mr. Pricuarp. I will be glad to supply that, Senator. I have it 
right here. 

Phe CHarrMaAN. Do you have it? 

Mr. Pricuarp. I have it right here. 

Senator ANDERSON. Now we will vO On. 

Mr. Pricnarp. April 26, 1949. Would you like me to read it and 
then supply a copy ‘ 

Mr. Correr. Read it, and you will not have to supply the copy. 

The CuarrMan. Proceed to read it. 

Mr. Pricnarp. This was sent to Mr. Brasfield, Director of Fiscal 
Branch, by Mr. Martin Sorkin: 

Subject: Morris Cooperative Elevator Association, A. V. Dahl, Manager, Morris, 

Minn. 

This is with reference to the confiidential investigation report on the Morris 
Cooperative Elevator Association, and A. V. Dahl, manager, Morris, Minn. 

The manager of the subject elevator admits that he placed flaxseed with 
heavy dockage at the bottom of cars and that he mixed screenings into the 
flaxseed. This appears to be common practice for shippers and is done in order 
that an accurate determination of dockage cannot be made by the official graders. 

This method of grading resulted in serious financial loss to the Commodity 
Credit Corporation. However, there does not appear to be any basis for a claim 
against this elevator. 

We take no exceptions to this report. 


Please forward the attached copy of the report to Mr. James A. Cole, Minne- 
ipolis PMA office. 
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That was signed by Mr. Sorkin. 

Senator Anpgerson. That states there was a heavy financial loss | 
the Commodity Credit Corporation. 

Mr. Pricuarp. I do not believe that statement is correct, Senator. 
because as I recall it 

Senator ANperson. Was it correct at this time—has there been a1 
change in the record of the case that might have made it look les 
likely now than it was then—you must have had something in front 
of you when you found that out / 

Mr. Pricnarp. There has been no change as I recall the testimon) 
here this morning, the cars were caught and it was paid for on t 
correct grade. 

Senator Anperson. Well, somebody thought there was a heavy fi 
nancial loss to Commodity Credit Corporation. What report d 
he have to base that on? 

Mr. Pricuarp. He had nothing that is not in this file. 

Senator ANperson. It says, it refers to a confidential investigation 

Mr. Pricuarp, That is part of this General Accounting Office report 
which is before you. 

Senator Anperson. That has been supplied ? 

Mr. Pricwarp. Yes, sir. I think that is an erroneous statement. 

Mr. Correr. It was well recognized and still is, is it not; there wer 
many of these cars that were not caught / 

Mr. Pricuarp. I cannot agree with that; there must not have been 
many that were not caught, otherwise the shrink would have bee 
much larger. Mr. Cole pointed that out I thought quite clearly. 

Senator ANDERSON. You recognize it is possible to reconstruct a set 
of figures to show there was no dockage / 

Mr. Pricnarp. I would not even admit to that possibility, Senator, 
because I do not believe any figures have been or would be reconstructed 
to show any. 

Senator Anperson. I did not say there were. It could be possib! 
I want to know what that statement is based on. 

Mr. Pricnarp. That, in my opinion, is an erroneous statement mad 
by the gentleman who wrote the memorandum. 

Senator Anperson. Where is the gentleman that wrote the mem 
orandum’ Maybe we had better find out what information he had 

Mr. Pricnarp. He is in the Department. 

Mr. Correr. Apparently, then, there would be many erroneo 
statements made around that time and prior thereto with respect t 
this loss that Commodity Credit Corporation was taking, Mr. Pric! 
ard. Ithink Mr. Cole has just admitted on the stand that he felt that 
most of the $2 million which was lost resulted from the practice ai 
the plugs that were not caught. 

Mr. Pricuarp. I did not understand Mr. Cole’s statement that way, 
Mr. Cotter. 

Mr. Correr. Of course, the record will speak for itself. 

Mr. Pricuarp. I agree. 

Mr. Correr. There is no point of arguing that. You did not find 
that, but that was one of your men. Is that right? 

Mr. Pricuarp. That is correct; yes, sir. 

Mr. Correr. Did you see that memorandum when it went over 
there / 
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Mr. Pricuarp. I do not recall seeing that until I looked at it 
today. 

Mr. Correr. Do you recall having discussed it personally with the 
Solicitor’s office ¢ 

Mr. Pricuarp. No, sir: I am sure I did not discuss it. 

Senator ANperson. Did you discuss it with Mr. Cole? 

Mr. Pricuarp. Yes; I discussed it with Mr. Cole when he inquired 
as to the status of the case. And I believe I have read one paragraph 
of my letter to Mr. Cole on the status of the case. 1 do not recall any 
thing specific as to the discussion. 

Senator ANperson. You did not discuss it with him on the tele- 
phone or anything when this recommendation to close it was made ¢ 

Mr. Pricuarp. I do not recall that I did. 

Senator ANpEersoN. Do you recall discussing it? 

Mr. Pricuarp. Only the one time that he asked as to the status. I 
mav have discussed it on other occasions, but I do not recall. 

Senator Anperson. Was there a conference with reference to this 
at which the Solicitor’s office or in which the Solicitor’s office par- 
ticipated ? 

Mr. PricHarp. That was indicated by it. 

Senator ANpEerRsoN. Where was that conference held / 

Mr. Pricuarp. That would have been here in Washington. 

Senator A NDERSON. Was it held in your office / 

Mr. Pricuarp. No, sir. 

Senator ANprerson. Where was it held? 

Mr. Pricuarp. I could not tell you. 

Senator Anperson. Is there anyone who can tell us? 

Mr. Pricuarp. If there is anvone around whose memory is that 
good 4 years later, they might. I doubt it. Mr. Pickard may know. 
Mr. Sorkin may know. I do not. 

Senator Anperson. Is Mr. Sorkin here ? 

Mr. Pricuarp. In the room ¢ 

Senator ANpeRsoN. Yes. 

Mr. Pricuarp. No, sir. 

Senator ANDERSON. Do you know who participated in the con 
ference ¢ 

Mr. Pricuarp. I think Mr. Sorkin. Mr. Pickard, do you know 
for vour office ? , 

Mr. Prcxarp. I think Mr. Sorkin and I, and possibly Mr. O'Leary, 
of our office, were present. There may have been one or two others. 
[ do not recall who they were, Senator. I believe the meeting was 
mn Mr. Sorkin’s office. 

Senator Anprerson. What was Mr. Sorkin’s title at that time? 

Mr. Pricwarp. He was then Chief of the Peanut and Oil Feeds 
Programs Division, Fats and Oils Branch. 

Senator Anperson. Did he have authority to recommend in this 
matter that is involved a loss to the Commodity Corporation that 
there should be no prosecution ? 

Mr. Pricuarp. Yes; he had authority to recommend. 

Mr. Correr. That there be no prosecution ¢ 

Mr. Pricuarp. I do not know as to that. That was not for us to 
decide. He recommended that the case be closed. And, as I pointed 
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out in my later letter to Mr. Cole, it indicated that it was done 0) 
the basis of consultation with the Office of the Solicitor. 

Mr. Correr. Did you discuss all of the phases of the case when y. 
had this conference with Mr. Sorkin and Mr. O'Leary, Mr. Pickard / 
Mr. Pickarp. Primarily, we discussed the question of civil liabi| 
as to whether the Government had suffered any damage. I think 
some mention was made of the criminal aspects of the case at that 
time. However, there appeared to be only one car with respect to 
which there was evidence of a possible crime having been committed, 
which is borne out by the opinion which was written at a later time. 
It also appeared to be very clear from the evidence that the Go 

ernment did not suffer any damages in this case. 

Senator Anperson. Did you get a copy of this letter which Mi: 
Sorkin wrote, in which he said there was a heavy loss / 

Mr. Pickxarp. I do not believe I did, sir. 

Senator Anperson. But the copy was sent you ¢ 

Mr. Pickarp. No, sir; I do not believe it was. 

Senator Anperson. Would you read to whom that copy was sent / 

Mr. Pricuarp. That went to Mr. Brastield of the Fiscal Branch. 

Senator Anprerson. To whom did the copies go? The list is dow 
there at the bottom. 

Mr. Pricuarp. One went to Bradley in Chicago, Harrill 
Audit Branch, and Graves who worked in our branch at that time. 

Senator ANperRson. Fiscal did not get a copy of it ¢ 

Mr. Pricnarp. Fiscal got the original. 

Senator Anperson. The Solicitor did not get a copy ¢ 

Mr. Pricnarp. No, sir. Compliance and Investigation also got a 
copy. 

Mr. Correr. Why was your memorandum with respect to the crim- 
inal angles of the case delayed over a year, Mr. Pickard? 

Mr. Pickarv. The delay was only 11 months, Mr. Cotter. 

Senator ANperson. Reasonably close, though; is it not ? 

Mr. Picxarp. As indicated, we reviewed this case with Mr. Sorkin 
informally in his office, including a review of the investigation report 
and discussed the matter with him. 

Senator Anperson. Let us have the date of your memorandum again. 

Mr. PicKxarp. June 30, 1950. 

Senator ANperson. And the date of reference to you? 

Mr. Prcxarp. July 21, 1949, by the Fiscal Branch. 

Mr. Correr. There was evidence as of April 26, 1949, that you 
conferred informally on the thing. Is that not correct? 

Mr. Pickxarp. About that date. I think it possibly was a few days 
earlier than that date. 

Senator AnpDerson. You knew about it in April of 1949? 

Mr. Pickarp. Yes, sir. 

Senator Anperson. How did you 1 know about it? 

Mr. Pickarp. In the conference with Mr. Sorkin before he wrote 
the memorandum. 

Senator Anperson. Did Compliance and Investigation give you any 
copy of the reports that they had ? 

Mr. Pickarp. No, sir. 

Senator Anperson. Only supplied them to the Fats and Oils 
Branch ¢ 














STORAGE AND PROCESSING ACTIVITIES OF CCC 2213 


Mr. Picxarp. To the Fats and Oils Branch, and whoever else they 
normally send copies to. At that time they did not send a copy 
directly to us, Senator. 

Senator ANDERSON. On a matter involving a financial situation of 
this nature ¢ 

Mr. Prcxarp. The procedure was for the Compliance and Investiga- 
tion Branch to send the report to the office which requested the investi- 
vation, and then it was the responsibility of that office to take appro- 
priate action. If it appeared that any action might be appropriate, 
that branch would normally send its recommendations to the Fiscal 
Branch, which, under the procedure, had the general responsibility 
for claims matters. 

Senator Anperson. Is this a claim / 

Mr. Pickarp. Sir? 

Senator ANperRsoN. Would this be a claims matter? 

Mr. Picxarb. Yes, sir. 

Senator ANDERSON. An attempt to defraud ‘ 

Mr. Prcxarp. It is a claims matter; yes, sir. I would not classify 
this necessarily as an attempt to defraud. That is a question— 

Senator ANperson. A man loads some stuff into a car in order to 
vet more money than he is entitled to, and a lawyer would know that 
was not an attempt to defraud, but a layman would think that it came 
perilously close to it. 

The CHarrMAN. Are there any further questions ? 

Mr. Correr. I think we ought to find out what your reason for your 
decision not to prosecute was, or what happened to the case / 

Mr. Picxkarp. Our memorandum of June 30, 1950, which is in the 
General Accounting Oflice report—and I assume part of the record 
Sp aks for itself on that point. It confirms in more detailed fashion 
the previous oral advice that I had given Mr. Sorkin. 

We studied the case again prior to writing this memorandum. It 
is clear from the investigation report that with respect to only one car 
of the 48 cars was there any real evidence of plugging. I say that 
because —_— 

Senator ANperson. Is that a correct statement of fact now? 

Mr. Pickarp. I believe so, sir. 

Senator ANpersSoN. One car out of 48, in which there was any in- 
vestigation of plugging, or one car out of 48 in which it was not 
caught, maybe ¢ 

Mr. PIcKArD. Any real evidence of plugging, I said, sir. That was 
a legal conclusion, 

Senator Anperson. Would you give us the authority for the inves- 
tigation. Who made the investigation where they found that in 48 
cars only 1 of them was plugged ¢ 

Mr. Pickarp. The Office of Compliance and Investigation. 

Senator ANperRsoN. Would you refer us to that part of their inves- 
tigation which reveals that? 

Mr. Pickarp. The entire investigation. As I say, it was our legal 
conclusion from reviewing and studying the entire investigation 
report. 

Senator ANpgrson. But they do not say that. 

Mr. Pickarp. That is not the conclusion of the Office of Compli- 
ance and Investigation. 
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Senator ANpERsON. Quite the contrary. 

Mr. Picxarp. That is not their responsibility, sir. 

Senator Anperson. Their conclusion is quite different; is it not? 
It is completely contrary to what you have just said; is it not? 

Mr. Pickarp. Senator, they prepare summaries of all reports of 
investigation. You might call those conclusions. We read the sw 
mary for the purpose of getting an idea of what the thing is about, 
but we have to read past the summary, because you cannot summarize 
a complicated case on a page or half a page and actually cover the 
evidence. Sometimes we disagree with some of the conclusions ex- 
pressed in the investigator’s summary. That is only natural. I do 
not think their conclusions in the summary are intended to represent 
necessarily a recommendation on their part or their legal conclusions. 

Mr. Correr. Why should not they, Mr. Pickard? These are ex- 
perts. They are lawyers. They are fact-finders. Why should the) 
be so sterile of any sense / 

Mr. Picxarp. Their policy is to investigate a case and to develop 
the facts. 

Mr. Correr. In investigating a case, do you not have to have some 
conception of the legal wrongdoing in putting your facts together’ 
Can you sit in your ivory tower here in Washington and master-mind 
whether a crime has been committed or not? The investigator who 
goes out—does not his ability as a lawyer and fact-finder depend o 
whether you are going to get a case or not ? 

Mr. Pickxarp. That is right, sir. 

Mr. Correr. Then why do you treat your investigators as so in 
capable of opinion or so incompetent for a recommendation? Why 
do you take a recommendation? Why do you deal with your lay 
people at your commodity branches with men like Mr. Prichard, who 
seem to have a rather high tolerance for wrongdoing ¢ 

Mr. Pickxarp. Mr. Cotter, I certainly did not say what you have 
just implied that I did say. 

Mr. Correr. We seem to be getting back on to that pattern that we 
took here for 2 days with Mr. Hunter. 

Mr. Picxarp. All of the legal work of the De ‘partment of Agricul 
ture is performed in the Office of the Solicitor. The investigative work 
for PMA is performed by the Office of Compliance and Investig: itiol 

Mr. Correr. Do you not feel there is a great deal of legal work in 
investigation ¢ 

Mr. Pickarp. It requires some legal training; yes, sir. That is an 
advantage. 

Mr. Correr. I think that is quite an understatement. 

Mr. Pickarp. But you cannot read the first page of an investiga 
tion before a jury and convict a man for a crime. 

Mr. Correr. You cannot. You have to put it in by the rules of 
evidence. 

Senator Anperson. Can you find a place in the investigation report 
that checks with your statement on page 2? 

Mr. Pickarp. Yes, sir. 

Senator Anprerson. Where do you find it? 

Mr. Pickxarp. I would like to go through 48 flaxseed shipments, 
if I may, briefly summarizing what they show. Out of the 48 cars 
of flaxseed that were shipped by the Morris Elevator, 35 cars were 
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purchased by Commodit 5 Credit Corporation. No Federal inspec 
tions were made of 14 of -hose 35 cars. With respect to the remainder 
of those cars, 21 in nuniber, there was an appeal inspection made. 
That appears on page 5 cf the investigation report. I am not reading. 
I am just paraphrasing. For the purpose of analysis a comparison 
as made het ween the amount of dockage found by the Federal in 
spectors and the amount, of dockage found by the State inspectors In 
he >U cars of the entire iS W hieh were subjected to appeal Inspection 
by Federal inspectors. Those 30 cars included cars sold to the Com 
iodity Corporation and cars sold to other buyers. This comparison 
dicated that Federal inspectors found an average of 0.883472 per 
cent more than the State inspectors in dockage. In other words, the 
Federal appeal inspect ion on those 30 cars showed an average of eight- 
tenths of 1 percent more dockage that the State inspectors. 

Now the detailed analysis of those cars is given in exhibit B of the 

vestigation report. 

Senator ANDERSON. Do we have that ? 

Mr. Pickxarp. I think it is in the General Accounting Office re- 
port, sir. Are the exhibits included / 
~ Mr. Kirk Jounson. No schedules were put in. 

Mr. Pickarp. Apparently, the exhibits are not included. 

Senator ANperson. All right, go ahead. 

Mr. PicHarp. Exhibit B of the investigation report discloses an in- 
dividual car breakdown what the State inspection showed and what 
the Federal Inspection showed W ith respect to dockage. And consid- 
erable other information as well. 

On the first car the Federal Inspection showed | percent more dock 


age than the State inspection. On the next car the Federal Inspection 
showed | percent less dockage than the State inspection. 


Mr. Corr R. There would not be any significance to a differential. 
There would be significance if there was a large differential, but even 
though there was, the car could still be plugged, is that not right / 
What is the over-all dockage ? 

Mr. Pickarpb. The over-all dockage increase averaged eight-tenths 
of 1 percent. 

Mr. Corrrer. That is the differential. 

Mr. Pickarp. The differential between the State inspection and the 
Federal Inspection. 

Mr. Correr. What is the total dockage on the cars? One could be 25 
and one could be 25.8 percent. Ido not see what point you are making 
with the differential. 

Mr. Pick arp. The Senator asked me how we arrived at our con 
clusion. Only one car revealed any real evidence of plugging. None 
of the certificates of Inspection have any comment that there was anv 
plugging or any dockage in the bottom of the car, except for this one 
car. 

Che Federal inspection certificate on that one car had a note on it : 
“Heavy dockage in the bottom of the car.” It did not say, “Plugged.” 
It said, “Heavy dockage in the bottom of the ear.” 

Senator ANperson. We had a statement from Mr. Cole that the in 
spectors never put on that there was dockage in the plugging in these 
cars, 

Mr. Prexarp. I believe he stated “plugging.” 
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Senator ANpberson. I am not trying to question Mr. Cole’s tes 
mony. I am only trying to say there anlcelie would not be anythi 
written on by the inspector that the car was plugged, would there, 
you had the statement by the inspector that he car was plugged befor 
you go to this? 

Mr. Cole says it was never put on. There could never be a crimi: 
case, could there ? 

Mr. Pickxarp. That is right, sir. 

Senator Anperson. That is right, there never could be a crimi: 
case. 

Mr. Picxarp. You have to have evidence by the man that unload 
the car as to the condition he found the car in. 

Senator Anperson. The thing I am getting to on your theory ist 
there never could be a criminal prosecution—there never could b 
violation of anything. 

Mr. Prcxarp. I would not say that. 

Senator Anperson. You just did agree with me a minute ago. 

Mr. Pickarp. I agree with you that you would have to have evide: 
showing that when the car was unloaded, it was clearly plugged. 
cannot convict a man on his general reputation for plugging cars. 

Senator Anprerson. Here is a man who testified that he plugg 
them. Here is a man where the elevator found them plugged, | 
one but many. And you studied all of that and came up with t 
conclusion that one car was plugged. 

The Cuarman. Suppose he refused to testify ? 

Senator Anperson. He did not refuse. 

The Cuatrman. I know that in a criminal prosecution if he | 
been faced with a jury or a judge he might have changed his mi: 

Senator Anperson. He might have, but his statement might chang 
somebody's mind, too. 

The Cuatrman. To be able to convict criminally you certainly | 
to have evidence. 

Mr. Pickarp. In Mr. Dahl’s statement to the investigator he 
not admit that he plugged the car. 

Senator ANperson. You do not have to have a confession in o1 
to bring a man to trial. ; 

The Cuamman. What is the use of bringing him to trial unless 
have the evidence / 

Senator Anperson. They did have evidence. 

The Cuammnan. I am talking about this admission that you s| 
of. He was the only one to admit it. 

Senator Anperson. Not the only one. 

The Cuairrman. You could not have made him testify against h 
self under the law. 

Mr. Correr. Did you have any difficulty with the section that \ 
were considering ¢ 

Mr. Picxarp. The section of the law? 

Mr. Correr. It is section 80, is it not ¢ 

Mr. Pickarp. Yes, or section 1001 in the 1945 revision of the C: 
inal Code. It involves false statements and a trick, scheme, 01 
vice to defraud the United States. We studied that question 
fully. We examined the Commodity Credit Corporation Chart 
Act to see if there was any criminal statute that might be invok 
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there and found there was none. We studied the other criminal 
statutes, and came to the conclusion that this one section was the 
only one that possibly could have been invoked in this type of case. 

The man made no false statement to the Commodity Credit Corpora- 
tion or anybody else. If he plugged the cars of flaxseed, he simply 
plugged the cars and left it up to the inspector to try to find it. So 
the only type of crime you might get him for would be knowingly 
ud willfully falsifying, conce: ling, or covering up by any trick, 

heme, or device a material fact in any matter within the jurisdiction 
of any department or agency of the United States. 

Mr. Correr. 1 am not sure that even it would hold under that. 
You apparently did not refer it to the Justice Department or do 
invthing like that? It petered out, is that not true ¢ 

Mr. Pickarp. We did not refer it to Justice. In our opinion to 
Mr. Brasfield we pointed out that on the basis of the evidence there 

is only one car that involved any possibility- 

Mr. Correr. Why would you go back to Mr. Brasfield who would 
ave to go back to Compliance and Investigation or would have to gx 
» Mr. Cole? Why did you not deal directly with Compliance and 

vestigation if they are expert fact-finders? Why do you have this 
range process of going around through the Department, channels 

t has been termed ? 

Mr. Prckarp. Through experience in PMA in the Department it 
is been found that it is best to have in one branch all of the adminis- 

itive responsibility for general supervision and channeling of 

11s. 

Mr. Correr. What has that got to do with claims? It is more in 
e nature of a criminal case. 

Mr. Pickarp. If we had 

Mr. Correr. You have given up your claims a year ago. 

Mr. Prcxarp. If we had had—— 

Mr. Correr. Had you not é 

Mr. Pickarp. Yes, sir. 

Mr. Correr. This was simply a criminal case. 

Mr. Prexarp. That is right. 

Mr. Correr. Is it fair to put it that you did not intend to do any- 

¢ about it, that is why you kicked it around this way ; if you really 
ul wanted to do so ymething, why would you not have gone to the 
mpliance and Investigation office and said, “We want more facts 
this case” ¢ 

Mr. Prckarp. It certainly did not appear to us, and it does not 
ippear to me now, that it was possible to get any more facts of proba- 
tive value in a criminal case than what the investigator found in 

case, 

Mr. Correr. Did you not suggest that more facts be obtained—as 
| recall it, you did. 

Mr. Prckarp. We did. 

Mr. Correr. What about the statement you just made? 

Mr. Piekarp. We did not suggest that more facts be obtained in 
We did diseuss the fact that there was one car which might constitute 
munor, technical violation, and the fact that the Government had 
-ulfered no damages whatsoever. We also pointed out the screening 
\uthority that the Department of Justice had given us—that they had 
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asked us to refrain from sending them these minor, technical vio 
tions because of the heavy workload on the Department of Justice 

Senator ANperson. You think that $2,000,000 is no damage w!] 
ever / 

Mr. Pickxarp. There was no damage whatever in this case. 

Mr. Correr. What about the cars that you did not inspect or t 
you did not catch ? 

Mr. Pickarp, I am answering your other question right now. Th. 
we made this statement: “If it is decided administratively to rec 
mend this case for criminal prosecution, will you please orga t 
office with information indicating how widespre “ad the alleged °* 
ging’ practices appear to be at the present time with respect es ora 
shipments in which the Commodity Credit Corporation is interes 
and whether a prosecution and conviction in this case would oe, 
deterrent effect on these practices in the future.” Also, we point: 
out that if there were any cases in which the evidence was stronger 
it would be to the advantage of the Government to concentrate 
prosec ution of the stronger cases. 

Senator ANpeRson. M: iy I ask you about this language where you 
say how widespread the alleged plugging practices appear to be at 
the present time. 

Mr. Pickarp. Yes, sir. 

Senator Anperson. That is written June 30, 1950, when the t 
minal program was over, was it not? 

Mr. Picxarp. That is right, sir. 

Senator ANpERSON. So there could not have been any to answet 
you? , 

Mr. Picxarp. That may be right, sir. 

Senator Anperson. Why would you ask the question, then, si! 
it was over? 

Mr. Pickxarp. The terminal purchase program ended before | 
investigation report was completed. 

Senator Anperson. Why do you say, find out how it is going 
now, when there is not any such thing? 

Mr. Prcxarp. I have learned since then that the plugging _— let 
under oe ‘ommodity Credit Corporation’s programs had been larg 
solved. I did not know that at the time. 

Senator Anperson. You did not find out by examination i 
Department that it was over at that time? 

Mr. Pickarp. This investigation report does not indicate that. 

Senator Anperson. But the program in the Department was whe 
you could have found out if you did not have to go back throug 
Compliance and pring agers to Mr. Brasfield to this fellow—\ 
could have found out by asking Mr. Prichard that there was nv 
any such program and, therefore, there could not have been 
investigation. 

Mr. Pickxarp. I knew that there was then no direct purchase | 
gram, but I did not know then that there was no longer a ma} 


plugging problem. 
Senator Anperson. Why do you want to know how this plugging 
practice is going on at the present time? 
Mr. Pickarp. It is possible to plug cars of flaxseed, I asume, ev 


under a loan program. CCC acquires title to flaxseed at country el: 
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vators and later orders it shipped to terminal markets. The plug- 
ging could take place at that time. 

Senator Anperson. It is possible, but when they are brought into 
the terminal warehouse and have to cut the stream on them they 
can stop the plugging pretty quickly. It was only with this purchase 
program that we had for a while which did not go through the 
ordinary method that we got into difficulties. 

The CuarrmMan. Are there any further questions. 

Mr. Correr. What happened in the Kerkhoven case, Mr. Pickard? 
Did you ever get that—what decision did you make? 

Mr. Picxarp. That was never referred to us. I knew of the exist 
ence of the case. 

Mr. Correr. You knew somebody talked to you about it? 

Mr. Picxarp. I think so, sir. 

Mr. Correr. Here was a case where a man gave your Compliance 
and Investigation investigator a statement that he deliberately 
plugged the car, who screened that one. Where and in how many 
channels did that have to go through ? 

Senator ANnperson. You will have to start with Mr. Prichard on 
that, will you not? 

Mr. Pricuarp. That is right. 

Senator Anperson. Can you give us a report on that ? 

Mr. Pricnarp. We sent that to the Fiscal Branch July 13, 1950. It 
came to us on May 17. 

Senator Anprerson. Can we have your letter of transmittal read into 
the record ¢ 

Mr. Pricnarp. Would you rather that I supply a copy ? 

Senator Anperson. Can you just take it out and submit it for the 
record u 

Mr. Pricuarp. I can supply one. I would like to keep a copy for 
our file. 

The Cuamrman. Have it copied, and we will put it into the record. 

Senator Anperson. Go ahead and read it, then. Did you make a 
recommendation in it? 

Mr. Pricuarp. Yes, sir. 

Senator Anperson. Let us hear it. 

Mr. Pricnarp. We recommended that the case be closed, and the 
Fiscal Branch concurred in that recommendation. 

Senator Anperson. I think that we had better have the whole letter. 
Here is a case where a man admits that he plugged, that he did it 
purposely, tells what his intentions are, and here is a recommendation 
that it be closed without any action. I think that whole letter ought 
to go in. 

Mr. Correr. Did you do that without the benefit of the Solicitor’s 
office ? 

Mr. Pricuarp. Yes, sir. 

The Cuarmman. What pressure was brought to bear on you to do 
that, if any ? ; 

Mr. Pricnarp. None whatsoever. 

The Caran. I did not think so, but I just thought I wanted 
the record to show it. Why did you do it? 

Mr. Pricuarp. We did it in view of the Solicitor’s opinion in con- 

ction with the case we have just discussed. They were quite similar. 





2220 STORAGE AND PROCESSING ACTIVITIES OF CCC 


ee 


There was no claim that could be collected, and the Fiscal Bran 
agreed with us. And I believe, althought it is not so stated here, tha: 
it was discussed with your office informally, Mr. Pickard. 

Senator Anperson. Could we have the whole letter ¢ 

The Cuarrman. The whole letter will be put in the record at th 
point. You might send a copy to the clerk and to Mr. Cotter. 

(The letter above referred to is as follows :) 


Exnuisir No. 94-A 


UNrreD STATES DEPARTMENT OF AGRICULTURE, 
PRODUCTION AND MARKETING ADMINISTRATION, 
FATS AND OILs BRANCH, 
Washington 25, D. C., July 13, 195 
To: K. A. Brasfield, Director, Fiscal Branch, PMA. 
Attention: E. J. Good, Chief, Claims Division. 
From: George L. Prichard, Director, Fats and Oils Branch. 
Subject: Confidential Investigation Report C-36—5, Plugging of Flaxseed, Ke: 
hoven Grain Co., Kerkhoven, Minn 

After reviewing the subject report, we are of the opinion that at least two « 
of flaxseed were “plugged” by the shipper. However, in view of the Soli 
opinion, dated June 30, 1950, rendered for the Director of Fiscal Branch in « 
nection with the investigation made of the Morris Cooperative Elevator Ass 
ciation, it does not appear that Commodity could successfully prosecute a crimi 
nection against the shipper 

Of the 28 cars of flaxseed shipped by the company to Minneapolis, 13 
subsequently sold to CCC, The flaxseed was purchased on an in-car basis w! 
means that samples are taken for inspection from the cars without distu 
the position of the flaxseed. 

\ reinspection by the Federal inspectors of four cars was made at destinati 
the samples from two of the cars were drawn in the same nrnner as at po 
of shipment and in each instance the Federal inspectors reported 1 percent 
dockage than the State inspectors. The other two cars were reinspected by dit 
transfer at the terminal and found to contain 25 percent and 27 percent dockag 
as compared with the 16 and 17 percent, respectively, indicated by the origi: 
in-car inspection. However, the two cars on which direct transfers were n 
were sold to Commodity on the basis of the grade after direct transfer, Dir 
transier means that the flaxseed in a freight car is removed and transferred t 
scale at the terminal elevator and retransferred to the same freight car. T! 
operation thoroughly mixes the contents of the car thereby enabling the inspe 
to draw a representative sample. 

Che method of grading may have resulted in financial loss to Commodity. H 
ever, there does not appear to be any basis for a claim against the subject « 
pany. Our file in the case is being closed. 

Georce L, Pricuar 


Mr. Pricuarp. This was addressed to Mr. Brasfield, Director of | 
Fiscal Branch, July 13, 1950. Subject: Confidential Investigat 
Reports, C-36-5. Plugging of Flaxseed, Kerkhoven Grain Co., Ke1 
hoven, Minn. 


After reviewing subject report we are of the opinion that at least two « 
of flaxseed were plugged by the shipper. However, in view. of the Solicit 
opinion dated June 30, 1950, rendered for the Director of Fiscal Branch in « 
nection with the investigation of the Morris Cooperative Elevator Associatio! 
does not appear that Commodity could successfully prosecute a criminal ac! 
against the shipper. 

Of the 23 cars of flaxseed shipped by the company to Minneapolis, 15 we! 
subsequently sold to Commodity Credit Corporation, 

The flaxseed was purchased on an in-car basis which means that sam 
are taken for inspection from the cars without disturbing the position of 
flaxseed 

A reinspection by Federal inspectors of four cars was made at desti! 
The samples from two of the ¢ars were drawn in the same manner as at 
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shipment. In each instance, the Federal inspectors reported 1 percent less 
iockage than the State inspectors. 

The other two cars were reinspected by direct transfer at the terminal and 
found to contain 25 percent and 27 percent dockage as compared with the 16 
and 17 percent, respectively, indicated by the original in-car inspection. How- 
ever, the two cars on which direct transfers were made were sold to Commodity 
n the basis of the grade after direct transfer. 

Direct transfer means that the flaxseed in the freight cars was moved and 
ransferred to a scale at the terminal elevator, retransferred to the same freight 

ir. This operation thoroughly mixes the contents of the car, thereby enabling 
the inspector to draw a representative sample. 

Method of grading may have resulted in financial loss to Commodity. How- 
ver, there does not appear to be any basis for a claim against the subject 
ompany. Our file in the case is being closed. 

Mr. Correr. Who wrote that? 

Mr. Pricuarp. I wrote that. 

Mr. Correr. What was the date of it? 

Mr. Pricnarp. July 13, 1950. 

Mr. Correr. Why did you Wi ait so long to write that one —you 
wrote your other one a year before that? 

Mr. Pricuarp. The case was similar to this one, and it was held 
pending the Solicitor’s opinion on the Morris Grain case. 

Senator ANprrson. In this you revealed that a man tried to cheat 
the Government out of $2,000 and failed. It is your theory that that 
was not a fit subject for prosecution; is it ? 

Mr. Pricuarp. That was the Solicitor’s opinion in connection with 
the other case, and we were guided by that opinion in our recom- 
mendation on this one. 

Senator Anpekson. The other case was quite different. He found 
only 1 car out of 48. This time he had two. And, therefore, you had 
twice as strong a case. It was not accidental. 

Secondly, this is one where you had a definite showing of the 
ictual percentages. This is one that he could not have possibly gotten 
away with. You had him for 10 percent, and each percent, I believe, 
they testified ran $108; is that right? So there is $1,080 on each car 
that he was trying to defraud the Government. 

Mr. Correr. He made a confession. 

Senator Anperson. Did the Solicitor’s office advise him that they 
could not do anything about this case? 

Mr. Pickarp. If 1 might clarify that point, this case was dis- 
cussed to some extent with our office. We did not have an oppor 
tunity to read the investigation report at that time. However, we 
have since reviewed the report, and I would like to point out one 
factor that, in my opinion, would prevent any criminal prosecution 
n this case. None of these cars of flaxseed shipped by this elevator 
was sold directly to Commodity Credit Corporation, but instead were 
sold to commercial flaxseed processors located in Minneapolis. Thir- 
teen of the cars were later resold by those flaxseed processors to 
Commodity Credit Corporation. 

How can you get the man who loaded the cars originally for at- 
tempting to defraud the Government when the flaxseed was not even 
sold to the Government initially ? 

Senator Anperson. He knew that the Government was the biggest 
buyer of flaxseed and would be the eventual purchaser 

Mr. Correr. Are you talking about the cars in issue ? 
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Mr. Picxarp. All of them, the two cars as well as the others. 

Senator Anperson. What would a man have to do to get into 
trouble? Would he have to come to the Federal Treasury and put 
the money in his hands? He has tried his best, has he not, to defraud 
the Government ? 

Mr. Picxarp. I would not say that. 

Senator Anperson. Do you think he was half trying then? 

Mr. Pickarp. This man was loading flaxseed at a country elevato 
to go to the terminal market for sale on the public market, whoev: 
might wish to buy it. At that time Commodity Credit Corporati: 
was in the market buying, but so were some other people. These pa: 
ticular cars were consigned to the Hoover Grain Co., Minneapolis, 
broker, and were sold by that company to Leval & Co., according 
to the investigation report. Leval & Co. asked for a Federal app 
inspection. ‘Then, a direct transfer was performed, apparently, b 
cause there was evidence of plugging of these two cars. And Le: 
& Co. bought the flaxseed on the basis of the final inspection whi 
presumably showed the actual dockage content. 

Later Leval & Co. sold those two cars of flaxseed to Commodity 
Credit Corporation on the basis of the final inspection which, a) 
parently, was a true inspection. So, the Government was not 
defrauded. 

The Cuarmman. Are there any more questions? 

I wish to publicly apologize for keeping all of these newspaperme: 
and witnesses until a quarter of 3. I did it because I had anoth« 
committee meeting scheduled for 2:30. I have not had lunch yet 


) 
While I am in the mood of apologizing, I wish to apolize to four 


young people from my own State who are members of the 4-H Ch 
I was supposed to have lunch with them. 

They are delegates Miss Ruth Anne Bennett, from Zachary, La.: 
Miss Nelda June Crick, of Olla, La.; Mr. Perey A. Sharp, of Mor 
ringsport, La.: and Mr. William L. Hightower, of Athens, La. 

Will you boys and girls stand up, so that these folks can see you? 

( Applause. ) 

Senator Anperson. I think you ought to let them realize that th 
Senator works hard in Washington. And this day is no excepti 
to what he does. 

The Carman. The committee will stand in recess until 10 o’clock 
tomorrow morning, when we will hear Secretary of Agriculture Bra 
nan, who will appear in order to be examined by Senator Kem. So 
far as I can tell now this ends the hearing except for that phase o! 
the situation. 

(Whereupon, at 12:50 p. m. the committee recessed, to reconvens 
Thursday, June 19, 1952, at 10 a. m.) 








INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITIES OF THE COMMODITY CREDIT CORPORATION 


THURSDAY, JUNE 19, 1952 


Unrrep STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FoRESTRY, 
Washington, D. ¢ 

The committee met, pursuant to recess, at 10: 10 a. m., in room 324 
Senate Office Building, Senator Allen J. Ellender (chairman) pre 

resent: Senators Ellender (chairman De Hoey, Johnston, Holland, 

lerson, Aiken, Thye, Kem, Hickenlooper, and Mundt. 

\lso present : Paul J. Cotter chief counsel for investigations. 

The CHAIRMAN. The committee W ill be in order. 

{s I stated vesterday, the Secretary of Agriculture, Mr. Brannan, 
s here today in order to give Senator Kem the opportunity of exam 

¢ him as to the statement that was made by the Se retary some 
time ago wherein the Secretary accused Senator Kem of voting 
nst nearly everything that farmers need. 

| have a letter here addressed to Senator Kem, dated June 11, 1952. 

nd if it is the desire of the Senator to put that in the record, it will 
be so done. 

Senator Kem. I will put it in in the regular course. There are some 
preliminary exhibits, first. 

The CHarrMan. You may proceed, s 

Senator Kem. Very well. 

Secretary Brannan. May I just inquire before proceeding whether 
or not the scope of the inquiry this morning by the Senator will go 
beyond the voting record business? I have asked Mr. Kruse and Mr. 

derhill to accompany me. They have the material about the various 
ases that we have gone over in the past. There is an awful lot of 
work to do down at the Department, and I would not like to keep them 
here unless you intend to get into that kind of material again. 

Senator Kem. Well, I do not have in mind reviewing the investiga- 
tion that we have been engaged in for some months past. I have in 

nd inquiring into the basis of the charges that you have made 
igainst me that were detailed in your letter. I do not want to see you 
is 9 of any assistance that you need, but at the same time, if we 
get into something that is be yond the range of your information I 

ink you would have ample opportunity to call any of your assistants 
that you want. 

Secretary Brannan. Thank you, Senator. 

Senator Kem. I want to say this in that connection, that I know 
you are busy, and this is the ¢ Josing part of the session, the chairman 
is busy and the other members of the committee are busy, and I want 


2223 








D294 STORAGE AND PROCESSING ACTIVITIES OF CCC 


to make this inquiry as brief as we consistently can. And if you 
cooperate with me I will try to make my questions brief and if | 
make your answers correspondingly brief and keep to the po 
raised in the questions and I think we can proceed with reasor 
speect. 

The Cuamman. All right, proceed, Senator Kem. 


TESTIMONY OF HON. CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE—Resumed 


Senator Kem. Mr. Secretary, did you on May 14 issue a pul! 
statement saying that I am “against nearly everything that far 
need” ¢ 

Secretary Brannan. Yes, sir. 

Senator Kem. I will hand you a paper marked “Exhibit A” an 
will ask you if that is a correct copy of the public statement you is: 
on that date? 

Secretary Brannan. Senator, I believe it is. 

Senator Kem. All right, Mr. Chairman, I ask that that state: 
be made a part of the record. 

The Cuarrman. Without objection it will be placed in the reco 

(The paper entitled “Statement by Secretary of Agriculture Bra 
nan” is as follows:) 

Exuipit No. 95 


STATEMENT BY SECRETARY OF AGRICULTURE BRANNAN ( EXHIsitT A) 


In reply to remarks by Senator Kem, of Missouri, in today’s Congress 
Record (May 13) it apparently is Senator Kem’s turn again to carry the n 
ball in the quadrennial game of attacking the administration's farm prox 
The Senator has been warming up for this by being against nearly every 
that farmers needs. He is suffering acutely from his defeat in the Camp Cr« 
case. Last January when he and 17 other Republicans introduced a reso 
to investizate grain storage in the old Camp Crowder facilities, I publicly ad 
that the investigation would show that the two private operators at that 
tion were losing money instead of making fat profits as charged. 

That fact has since been proved by several investigations, but the Senato 
sisted on his political fishing expedition and therefore should not comp 
because he hooked an old shoe instead of a fish. 

On January 14 I publicly welcomed the possibility of a full investigatior 
respectfully asked for an opportunity to be heard. I have repeated that requ 
several times but the Senator has consistently fought my appearance and se+ 
bent on keeping me from ever appearing to answer the malicious charges 
that the committee has finally overcome the unfair tactics of Senator he 
Senator Aiken and has arranged for me to appear on May 21, Senator Ke! 
engaged in an attempt to discredit and prejudice my testimony. 

It will be a great pleasure to defend the farm program from Senator Ke 
latest of many attacks and to continue to cooperate with the committee in! 
out any wrongdoing either inside or outside the Department of Agriculture 


Senator Kem. In this statement, in addition to the uncomplimentar) 
reference to the senior Senator of Missouri, you also make unco! 
plimentary reference to the Senator from Vermont, Mr. Aiken, do 
not ¢ 

The CuarrMan. Read the question. 

(The question was read.) 

Secretary Brannan. I do not see in here that Senator Aike1 
mentioned. 

Senator Kem. How about it? 
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Secretary Brannan. He is not mentioned by name, sir. 
Senator Kem. How about the last sentence in the next to the last 
paragraph, reading as follows: 


Now that the committee has finally overcome the unfair tactics of Senator Kem 
nd Senator Aiken and has arranged for me to appear on May 21, Senator Kem is 

vaged in an attempt to discredit and prejudice my testimony. 

Secretary BRANNAN. Excuse me, Senator Aiken is mentioned, yes, 

Senator Kem. Now, in addition to the statement that I was against 
nearly everything that the farmers need, did you, also, in your state- 

ent of May 14, say that I had consistently fought your appearance 
efore this committee ¢ 

Secretary Brannan. Exhibit A is in the record now and if you will 
just point to the language I can say “Yes” or “No” and we can expe- 
lite 1t. 

Senator Kem. All right. The sentence I have in mind is the second 
sentence in the next to the last paragraph, reading as follows: 

[ have repeated that request several times but the Senator has consistently 

ght my appearance. 

Is that correct ¢ 

Secretary Brannan. That is right. That is in the statement. 

Senator Kem. Did you at a subsequent meeting of this committee 
withdraw that statement and say that you knew of only one occasion 

which I had asked that a hearing in which you were to appear be 
post poned ¢ 

Secretary Brannan. I said that the record disclosed only one occa- 
sion When you had objected formally. 

Senator Kem. And that you knew of no other / 

Secretary Brannan. There is no record. 

Senator Kem. Do you know of any other ? 

Secretary Brannan. No formal record of anything else. 

Senator Kem. Do you know of any formal or informal ¢ 

Secretary Brannan. Nothing that can be put into evidence, Sen- 
tor. 

Senator Kem. Do you know anything that you could not put in 
evidence ¢ 

Secretary Brannan. No, sir. 

Senator Kem. All right. Did you then withdraw your statement 
to the effect that I had repeatedly attempted to prevent your appear- 

e before the committee / 

Secretary Brannan. That is a matter of the records of this com- 

ttee. 

Senator Kem. Yes. 

Secretary Brannan. And the records will speak for themselves, 

ist as to what I did or did not do. 

Senator Kem. I introduce at this point, Mr. Chairman, the state- 
ment by the Secretary which appears at page 3771 of the transcript 
record, 

The CHarrmMan. Without objection, it will appear in the record. 

(P. 3771 of the transcript record is as follows :) 

Senator Kem. Then is it your statement that I attempted on repeated occa- 
sion to prevent your coming; is that correct? 

Secretary BRANNAN. Well, you know the situation and I do. It is not on the 
record, but I withdraw the word “repeated.” 
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Senator Kem. Let's get it on the record. 

Secretary BRANNAN. I will withdraw the word “repeated.” 

Senator Kem. All right now, if there is any inference from what you have 
that on any other occasion I tried to prevent your coming here, I demand t! 
you now publicly state what that occasion was, 

Secretary BRANNAN. I withdraw the word “repeated.” 

Senator Kem. Well, now, I will ask you again: Did Ll on any other occasior 
any way directly or indirectly try to prevent your appearing here as a wilt 

Secretary Brannan. I have withdrawn the word “repeated,” Senator 

Senator Kem. Well, will you answer my question? Mr. Chairman, I w 
like to have the witness answer the question. 

Secretary BRANNAN. Of my own personal knowledge, no. 

Senator Kem. Did you, Mr. Secretary, during the investigatior 
ducted by this committee accuse members of the committee stat 
“mental browbeating and dumping the contents of the desk of 
poor guy Hudtloff” ¢ 

Secretary BRANNAN. I made that statement, yes, sir. 

Senator Kem. Did you refer to members of the committee staff 
“musclemen” ? 

Secretary Brannan. I think I did that day, but the record ag 
speaks for itself. 

Senator Kem. Yes. [introduce at this point, Mr. Chairman, 
statements made by the secretary which appear at page S900 of 
transcript record, 

The CHarrmMan. Without objection it will be so ordered. 

(P. 3900 of the transcript record is as follows :) 

Mr. Correr. Did Mr. McCune tell you that he told Mr. O'Connor that 
wceasion of this telephone call, he said that he was an ex-F BI agent, he s! 
vo ahead and handle it as he saw fit? 

Secretary BRANNAN. No, no; but that is the sort of thing he ought to have 
him 

Mr. Correr. You will forgive me if I say that I am a little mad abo 

Secretary BRANNAN. Well, if you want to get mad about conduct, let 
about the mental browbeating and the dumping of the contents of the ce 
Mr. Hudtloff 

Mr. Correr. Who is this? 

Secretary BRANNAN. By your musclemen here—dumping the contents « 
man's desk out on top of it, picking up and reading his personal letters 
goodness! Let us all keep our good will here. 

Mr. Correr. Mr. Secretary, that is the first time 

Secretary BRANNAN. I would like to testify about those kinds of things 

Mr. Correr. I would like to pursue this 

Senator Kem. Have you withdrawn the charges that you have n 
against the members of the committee staff on that day ¢ 

Secretary Brannan. No, sir. 

Senator Kem. You have not withdrawn it. Have you, also, atta: 
the Senator from Delaware, Mr. Williams, in this connection ‘ 

Secretary Brannan. Not that I know of. I did not say he was 
mental browbeater. 

Senator Kem. No. But have you said that—have you charact 
ized him as the No. 1 enemy of the farmer? 

Secretary Brannan. I think I did. 

Senator Kem. Were all these comments made while this committe: 
was investigating charges of corruption and irregularities in your 
administration of the Commodity Credit Corporation ? 

Secretary Brannan. I am not sure of the timing, but it is poss!! 
that the statement was made at the same time that the proceedings 
were going on. 
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Senator Kem. Could it be that you were trying to create a smoke 
screen to discourage or prevent the activities of the committee being 
carried on properly ¢ 

Secretary Brannan. On the contrary, Senator, I was repeatedly, 
all during this time, asking for an opportunity to present our views 
ind the facts, as we understood them, to the committee. 

Senator Kem. Yes, but were they — 

Secretary Brannan. I do not think that anybody can say that we 
attempted to impede the investigations of the committee. On the con- 
trary, almost everything that is before the committee has been taken 
from our records. 

Senator Kem. I am asking—— 

Secretary Brannan. Which were supplied to them. 

Senator Ky Mm. I am asking you if the charges you made agalnst 
the Senator from Vermont, the Senator from Delaware. the Senator 
from Missouri, members of the committee staff were for the purpose of 

eating a smoke screen In connection with this investigation / 

Secretary BRANNAN. I answered that in the negative. 

Senator Kem. All right. Do you recall receiving a letter from me 

June 11, 1952, which was dispatched by spec lal messenger to the 
Dy partment ‘ 

secretary Brannan. Is that the letter in which you urg “l me to get 

y statement up to you ¢ 


Senator Kem. I will read you the letter. It is dated June 11, 1952. 


DEAR Mr. SECRETARY: On May 14, 1952, you issued a public statement in which 
you said that Senator Kem is “against nearly everything that farmers need.’ 
On May 22, 1952, when you appeared as a witness before the Senate Committee 

Agriculture, you said, regarding this charge, “I intend to make it again and 
tend to document it very thoroughly.” (Report of Proceedings, p. 5781.) 

On May 23, 1952, according to the transcript of the proceeding before the Senate 
mimittee, the following took place: 

Senator KEM . Mr. Chairman, the Secretary, Mr. Brannan, and I 
ive had some discussion about the comments that he proposes to make on 
iy voting record. It is understood that he will mail me in the near future a 

of his complaint or charge. I will then have an opportunity to examine 

And the Secretary will then return to the committee, and I will be afforded 

opportunity to cross-examine him in regard to the statements that he has 
»in this memorandum 

‘The CHAIRMAN. All right * * *” (Report of Proceedings, p. 4049). 
More than 2 weeks have passed since this agreement was reached May I 
vite your attention to the fact that you have not made available to me the 

promised memorandum containing the documentation of your charge. I should 

ke to have this at once so that a date can be arranged for your further appear- 
nee before the committee for cross-examination, as contemplated by our agree- 
ent 

In all fairness you should either submit your evidence or withdraw your 

rge. May I hear from you without further delay? 

Sincerely yours, 
James P. Kem. 


Did you receive that letter from me? 
Secretary BRANNAN. Yes, sir, and responded without further delay. 
senator Ky m. I offer it in evidence. It is the letter marked “Exhibit 
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The Cuairman. Without objection it will be made part of thx 
record. 
(The letter dated June 11, 1952, is as follows: ) 


Exuisir No. 96 (Exureitr B) 


JUNE 11, 1952 
Hon. CHARLES F’. BRANNAN, 
Secretary of Agriculture, Washington, D. C. 

Dear Mr. Secretary: On May 14, 1952, you issued a public statement in whi 
you said that Senator Kem is “against nearly everything that farmers need.” 

On May 22, 1952, when you appeared as a witness before the Senate Cor 
mittee on Agriculture, you said, regarding this charge, “I intend to make 
again and intend to document it very thoroughly.” (Report of Proceedings 
p. 3781.) 

On May 23, 1952, according to the transcript of the proceeding before th: 
Senate committee, the following took place: 

“Senator Kem. * * * Mr. Chairman, the Secretary, Mr. Brannan, a! 
have had some discussion about the comments that he proposes to make o 
my voting record. It is understood that he will mail me in the near futur 
copy of his complaint or charge. I will then have an opportunity to examine 
that. And the Secretary will then return to the committee, and I will be afforde: 
an opportunity to cross-examine him in regard to the statements that he hia 
made in this memorandum.” 

“The CHAIRMAN. Allright * * *” (Report of proceedings p. 4049.) 

More than 2 weeks have passed since this agreement was reached. May | 
invite your attention to the fact that you have not made available to me th: 
promised memorandum containing the documentation of your charge. I shoul 
like to have this at once so that a date can be arranged for your further appear 
ance before the committee for cross-examination, as contemplated by our agre 
ment. 

In all fairness you should either submit your evidence or withdraw you 
charge. May I hear from you without further delay? 

Sincerely yours, 
JAMES P. Kem 


Senator Kem. As you say, you responded immediately by a lette: 

I offer in evidence the letter that you wrote in reply under date of 
June 11, 1952. 

The Cuarrman. Without objection it will be made a part of th: 
record. 

(The letter dated June 11, 1952, is as follows :) 


ExHIBIT No. 97 
Unirep Strares DeparTMENT OF AGRICULTURE (ExuHuBIT C) 
OFFICE OF THE SECRETARY 


WASHINGTON, June 11, 1952 


Secretary of Agriculture Charles F. Brannan today made public the following 
letter to Senator James P. Kem of Missouri: 


Hon. JAMES P. Kem, 
United States Senate. 

Dear Senator KEM: As you requested on May 23, during a meeting of th 
Senate Committee on Agriculutre and Forestry, I am transmitting herewith 
the complete documentation of my statement that you have been “against 
nearly everything that farmers need.” 

You have already discussed those instances in which you voted in favor of 
farm programs and I am of course pleased that your record has not been con 
pletely negative. However, after reviewing the full record in more detail, I «! 
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more convinced than ever that the patern of your voting record, your remarks 
during the consideration of the legislation, and your attitude as a member of 
the Senate Committee on Agriculture and Forestry, is alarmingly negative. 

You have attempted to obscure this fact by comparing your Various votes on 
farm programs with the votes of one or more other Senators on the same 
occasion. It is almost axiomatic that one or more Senators who believe in 
the farm program would be found voting on your side in any single given in- 
stance ; however, I refuse to allow that to cover up the fact that your total pat 
tern of votes is a bad one. I have never charged that you voted wrong in every 
instance, but I have charged that you have been against nearly everything the 
farmers need at one time or another. 

Your record shows that in nearly every instance when price supports were 
being considered you voted on the low side. 

Your record shows constant efforts to cut the agricultural conservation pay- 
ment program. 

Your record shows a damaging delay on passage of legislation to allow the 
Commodity Credit Corporation to provide the storage needed for large crops 
of grain in 1949 and subsequently. As a matter of fact, I can find no record of 
your having voted in favor of the CCC, a most significant fact in view of your 
vicious attacks on its conduct of the storage program. 

You have apparently never voted in favor of farmers’ efforts to obtain generat 
ing capacity and transmission facilities to effectuate the rural electrification 
program. 

You have voted against sufficient funds to extend the Federal crop-insurance 
program even to those areas authorized by Congress. 

By voting in favor of across-the-board cuts in appropriations for the De- 
partment of Agriculture you have in effect sought to reduce every farm pro- 
gram—research, credit, ete. 

This negative pattern consists of much more than mere roll-call votes, but 
the 31 votes which follow are ample to document my statement that you have 
not served the interests of farmers of this country. 

1. In 1948, during the Eightieth Congress, you voted against price support at 
90 percent of parity for tobacco farmers. Senators Barkley and Cooper offered 
an amendment to keep the “sliding scale” from lowering the price support of 
tobacco below 90 percent of parity. The amendment passed the Senate, but 
you voted against it (Congressional Record, vol. 94, pt. 7, p. 8556). 

2. During further debate on S. 2318 (which eventually became the Agricultural 
Act of 1948), Senator Russell offered a substitute in the form of a temporary 
extension of price support at 90 percent of parity for the basic commodities, 
as had already been passed by the House. (The “basics” are corn, cotton, wheat, 
tobacco, rice, and peanuts.) Senator Russell’s amendment would have post- 
poned operation of the “sliding scale,” which at that time would have provided 
for movable price support between 60 and 90 percent of parity on the basics. 
Senator Russell told the Senate that unless it accepted the House bill, as pro- 
vided by his amendment, Congress might adjourn without passing any farm 
bill, thus leaving farmers without price support. He therefore urged a tem- 
porary extension of existing legislation. You voted against this amendment 
(Congressional Record, vol. 94, pt. 7, p. 8598). 

3. During debate on the Agricultural appropriations for 1949 (H. R. 5883), 
Senator Umstead of North Carolina offered an amendment to increase the 1949 
agriculture conservation payments from $150 million to $250 million. The 
amendment was defeated, with the aid of your vote against it (Congressional 
Record, vol. 94, pt. 5, p. 6283). 

4. Similarly, Senator Russell tried to obtain an increase in the 1949 con- 
servation payments—from $225 million to $300 million. The House had au- 
thorized payments of $225 million, as against the President’s request for $300 
million which Senator Russell sought to restore. You voted against this amend- 
ment (Congressional Record, vol. 94, pt. 5, p. 6334). 

5. When the Eighty-first Congress sought to repair the damage of the Eichtieth 
Congress to the grain-storage program of the Commodity Credit Corporation, you 
took the leadership of the drive to delay and harass the remedial legislation. 
You sueceeded in holding up for several months the bill which would have 
authorized the Commodity Credit Corporation to acquire additional storage 
facilities by arguing at length about the extraneous question of the method 
for appointing the Board of Directors of CCC. 








2230 STORAGE AND PROCESSING ACTIVITIES OF CC¢ 


— 


On March 18, 1949, Senator Anderson explained the need for prompt action 
as follows: 

“I hope the Senate will not indefinitely postpone action upon this measure 
This bill contains a provision for storage facilities for grain, a matter which 
was quite prominently featured in the recent political campaign. The bil 
has been thoroughly studied by the Committee on Agriculture. It follows to 
a large degree the suggestions made by the distinguished Senator from Vermont 
Mr. Aiken, although of course not all of the provisions of the bill are of his 
making. 

“The bill has been subjected to a great deal of compromise; but the time fo: 
storage of grain is upon us, for the harvest will be beginning in a short time 
This matter is of particular concern to the farmers of Minnesota and Nort} 
Dakota; and the Senators from these States, | am sure, will agree that th: 
farmers need these facilities for storing of their grain. 

“So Lam very sorry that there is any objection to the present consideration 
of the bill.”’ 

Yet when the bill tinally came back from conference—after the grain harvest 
had started—the delaying tactic of you and others was to send it back to con 
ference tor further study of the method for appointing the directors (C 
gressional Record, vol. 9, pt. 5, p. GOO Senator Anderson led an upsuecess 
ful tight to approve the bill at that time, quoting from the Hoover Commissio1 
Report in delense of the proposed method for appointing directors and making 
it very clear that the bill needed to be passed then and there. As soon as it 
was rejected—with the aid of your necative vote—Senator Anderson sa 
“The Senate has decided it is not going to provide storage by the vote it has just 
tuken Storage cannot be ready in time for this vear’s harvest if the bill is | 
be taken up for consideration again.” 

6. That same year, Senators Loung and Russell offered an amendment to S 

(the Senate bill for price support) which would have required 90 percent 
‘or the basic crops on which marketing quotas or acreage allo 
in effect. The Young Russell proposal would have continued ft! 
existing level of support on the six basics, rather than subject them to 
“sliding scale.” It was defeated by one vote, and you yoted against it (Congr 
il Record, vol. 15. pt 10), | 14067) 

‘. A motion to reconsider this vote was successful and on the second vote the 
Young issell amendment wus agreed to, with the Vice President breaking 
tie. You still voted against it (Congressional Record, vol. 95, pt. 10, pp. 14080 
14081) 


S. Wherever the issue arose, you voted in favor of the “sliding scale” as again 
price supports ata high level (Congressional Record, vol, 95, pt. 11, p. 14388) 

% During debate on the Agriculture Department appropriation for 1950, Ser 
tor Ferguson moved to recommit with instructions to reduce appropriations 


} 


his amendment, b 


5 percent. Lie next moved to suspend the rules and agree to 
he was defeated You voted in favor of the cut (Congressional Record, yo! 
pt >. Dp GOO7T6) 

10. Senator Ferguson then moved again to recommit the bill with instructior 
to cut it 5 percent Again the motion was rejected, and again you voted in fa\ 
of it ( ngressional Reeord, vol. 95, pt. >, Dp. GOSG). 

ll. You have boasted that you once voted against a move by Senator Williams 
to delete provisions for 90 percent of parity price supports for basic commoditic 
during the first year under price control. However, you studiously avoided me! 
tioning Senator Williams’ amendment to House Joint Resolution 398, whi: 
would have repealed outright and indefinitely 90 percent of parity price supports 
for basic crops. This would have caused an immediate drop to the “sliding scale 
instead of waiting about a year when legislation then on the books would hav 
made it take effect. You were paired in favor of the Wiliams amendment (Con 
gressional Record, volume 06, pt. 2, p. 2307). 

12. A slightly reworded amendment by Senator Williams was immediate!) 
reintroduced and again rejected—but you were again paired in favor of it (Co! 
grossional Record, vol. 96, pt. 2, p. 2607) 

13. You have also boasted about your vote in favor of Hotse Joint Resolutio: 
398, which chiefly would have allotted additional acreage to certain cotton 
armers and made certain changes in the peanut program. Both of these features 
were recommended by the Department of Agriculture, but you did not mentior 
an additional feature which was tacked into these important changes to prohibit 
price support for potatoes. The Department of Agriculture asked Congress 





STORAGE AND PROCESSING ACTIVITIES OF CCC 293 1] 


many times to correct the potato program, as we have also felt that potate 
growers and consumers are as entitled to a good price-support program as are 
those of any other commodity and we did not feel that simply killing the program 
was the solution. 

14. In 1950, as larger crops made it obvious that the Commodity Credit Cor 
poration would need more funds to meet the price-support obligations—even 

ough the great bulk of the funds would be returned, of course legislation 
was introduced to increase the borrowing authority of the Corporation by $2 bil 
lion. The bill was agreed to in the Senate after the Vice President broke a tis 
ote, but you voted against it (Congressional Record, vol. 96, pt. 7, p. 9176) 

In 1951, you voted to reduce funds for the 1952 agriculture conservation 
program by $130 milion, If this amendment had been successful, as you desired, 
it would have cut the advance authorization ior the 1952 program to $150 mil 
lion, aS against the President’s request for $285 million and the Senate Appro 
priations Committee’s recommendation for $280 million. As Senator Young 
said during debate on this amendment, the cut would “go far to destroy the 
whole program.” The amendment was rejected in spite of your vote (Congres 
sional Record, vol. 97, pt. 7, p. S852). 


16. Similarly, Senator Ferguson offered an amendment to reduce these funds 


hout SSO million Again, you voted in favor of the cut (Congressional 
ol. 97, pt. 7, p. SS57T). 


- c 
Recora 


17. Along the same line, you voted against a committee amendment to in 
ese funds by $55 million. This amendment was accepted by the Senate, 
u voted against it (Congressional Record, vol. 97, pt. 7, pp. SY15-S916) 
Is. Also during debate on the agricultural appropriation bill for 1952, you voted 
favor of an amendment to reduce administrative funds for the Federal Crop 
lusurance Corporation by $5,045,541 This was a cut of about three-eighths 
the expenses necessary to conduct the crop-insurance program on a gradually 
nereasing geographical basis, in accordance with the formula established by 
gress If you and others had been successful, crop insurance could have 
expanded little or none that year (Congressional Record, vol, 97, pt. 7, p. 8950) 
1% During debate on the same bill, you voted unsuccessfully to cut funds 
or the Office of Information in the Department of Agriculture by one-fourth, 
including elimination of the Agriculture Year Book (Congressional Record, 
vol. 97, pt. 7, p. SH54) 
You have stated that you have supported the Rural Electrification Adminis 
ration, but you have stated o a fraction of the true situation. There has 
been a roll-call vote of any consequence pertaining to REA as an agency 
f the Government for a long t Its worst enemies are smart enough not 
ittack it head-on The enificant otes come in the forin of voting on 
ograms Which would provide elect ty for new or even old REA lines. The 
einies of REA have found thi I way to operate. They throttle down 
supply of electricit r n to cooperatives organized under the 
al Electrification Act or k jects which are needed for generating the 
ctricity and transmitti: it 1 I reas 
There have been 12 roll tes on these issues since you were elected, and 
batting averag cat I These 12 votes follow 
Effort to pigeonhole t. Lawrence seaway bill during the Eightieth 
ress—February 27, 194 
Funds for the TVA Ne sonville steam plant-—June 15, 1948—No 
Motion to kill the TVA aun int June 19, 194S Yes, 
Funds to speed up ji allation of generators at Grand Coulee Dam-—Au 
1948—No. 
Move to kill funds for the TVA steam plant—April 13, 1949—Yes 
Move that would have tied up TVA in steam plant constitutionality 
April 15, 1949—Yes 
Move to cripple the Southwestern Power Administration bill—August 
1)40— Yes 
27. Funds for the Kerr-Anaconda transmission facilities-—-August 24, 1949 
‘Ss. Funds for the transmission line from Buggs Island Dam to Langley Field 
uary 2, 1951—Noe. 
20. Move to restrict SPA and SEPA funds in serving rural electrice co-ops 
10, 1951—Yes 
30. Move to restrict SPA and SEPA continuing funds used to serve rura 
ectric Co-ops July 10, 151 Yes 





99392 STORAGE AND PROCESSING ACTIVITIES OF CCC 


_--’ 


31. Amendment to authorize the use of Bureau of Reclamation funds 
transmission lines in Minnesota and lowa where many of the rural elect: 
co-ops wanted their own lines—July 12, 1951—No. 

Very truly yours, 
CHARLES F. BRANNAN, Secretary 


Senator Kem. Do you identify that as the letter you sent me / 

Secretary Brannan. Yes, sir. 

Senator Kem. Why was it that it took you almost a month fr: 
the time you made your statement to the press until the time of y: 
document giving your beliefs as to my voting record ¢ 

Secretary Brannan. Senator, as you well know we have been a; 
pearing before this committee quite regularly during the interveni: 
period of time and several agricultural bills were before the Congres 
about which we were required to give information to some of t 
Members of the Congress. This series of investigations has co: 
sumed vast quantities of time of the people in the Department. \\, 
were just trying to get back and keep up with some of the regula 
business and did not immediately turn our attention to this particu 
matter. Therefore, it just took its routine place in our work. 

Senator Kem. You did not appear before the committee perso: 
ally subsequent to your appearance on May 23, 1952, did you? 

Secretary Brannan. Not before this committee, if I remember co: 
rectly, but I appeared before a number of other committees of tly 
Congress in the intervening time. 

Senator Kem. Did you prepare the letter addressed to me under 
date of June 11 which is marked “Exhibit C” yourself ? 

Secretary Brannan. Senator, I dictated the original draft. I have 
prepared—I have looked at all of the material that has gone into it. 

Senator Kem. Well, did you go to the Congressional Record and 
dig out this voting record? 

Secretary BRANNAN. No, Senator, I read the Congressional Records 
myself, of course, but—— 

Senator Kem. Who is 

Secretary Brannan. If you wish to know the members of the staff, 
the material from the staff which is prepared—— 

Senator Kem. What staff? 

Secretary Brannan. My personal staff. 

Senator Kem. You mean your—— 

Secretary BrannAN. There is—— 

Senator Kem. The staff of the Department of Agriculture / 
Secretary Brannan. Right, sir. There is material in it that | 
Congress itself put out about the legislation, the voting record. Wi 

get a document from Mr. LeMay. 

Senator Kem. I understand. 

Secretary Brannan. Every once,in a while. All of this materia 
Is 

Senator Kem. You are assisted in the preparation of the letter 
members of the staff of the Department of Agriculture, is that true ‘ 

Secretary Brannan. Oh, sure. 

Senator Kem. And did you have any other assistance outside t 
Department of Agriculture ¢ 

Secretary Brannan. Just the material I think that comes do. 
from the Congress from time to time. 
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Senator Kem. Did you have any assistance from any political 
functionaries in that connection ¢ 

Secretary Brannan. Not at all, 

Senator Kem. Did you check it with any political committees; the 
staff of any political committees? 

Secretary Brannan. No; I did not check it with anybody. We 
checked it against the record. 

Senator Kem. Did you talk with any member of any political com- 
mittee regarding its contents / 

Secretary Brannan. Senator, I do not believe we did. 

Senator Kem. You are not sure? 

Secretary Brannan. No. Now, wait a minute. I did not say I 
am sure. I do not believe we did, but I want to make it entirely clear 
that this decument was prepared by me under my direction, and not 
by any political group. 

Senator Kem. By Government employees? 

Secretary Brannan. You asked for the material, sir. 

Senator Kem. Do you regard that the development of material at- 
tacking the record of a Member of Congress as a proper expenditure 
of funds appropriated for the Department of Agriculture ?¢ 

Secretary BranNNAN. Senator, you asked for this material and asked 
for it repeatedly. It is not an attack. It is a statement of fact. In 
the preliminary maybe you might be entitled to say that I expressed 
an opinion or two, but the opinions are drawn exc a ively from the 
Congressional Record and the facts in that rec ‘ord, s 

Senator Kem. You agree that the funds of the EE ap- 
propriated for the Department by the Congress, should not be used 
for political purposes, do you not ¢ 

Secretary Brannan. I certainly agree to that. But I think the 
Department of Agriculture is here to serve the Congress, and you asked 
for this information. 

Senator Kem. In your letter you say that you are pleased to say that 
my record is not “completely negative.” 

Secretary Brannan. Yes, sir; and I said that to you before. 

Senator Kem. Yes. Have you appointed yourself a judge of what 
the farmers need ¢ 

Secretary Brannan. No, sir; but I have a right to express an opin- 
ion, and I expressed an opinion just as you expressed an opinion which 
detonated this whole thing that I ought to be fired from the Secre- 
taryship. 

Senator Kem. What right do you assume to judge either my voting 
record or my attitude ¢ 

Secretary .Brannan. The same right you assumed to advise the 
Congress—I mean, advise the President that he ought to fire any of his 
Cabinet officers. 

Senator Kem. When I introduced this resolution and have been 
pursuing it, was I not carrying on a constitutional function as a 
Member of the Congress? 

Secretary Brannan. And when I expressed an opinion am I not 
exercising the constitutional right of a citizen ? 

Senator Kem. Well, if you will point to the provision that gives 

vou the right to judge the voting record and the performance of 
Members of Congress, I would be very much interested in seeing it. 


20554—52— pt. 2———69 
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Secretary Brannan. The right of free speech, in the Constitution. 

Senator Arken. We all know it, anyway. 

Senator Kem. You were exercising your right of free speech ? 

Secretary Brannan. I thought you were, too, Senator, when you 
said 

Senator Kem. That gives you a right to sit as a judge on my voting 
record and my attitude as a Member of Congress? 

Secretary Brannan. No, Senator, I am not sitting as a judge. | 
simply expressed an opinion which I thought the facts sustained. You 
asked me to produce the facts which led me to that opinion, and | 
carefully documented it for you. 

Senator Kem. Of course, your opinion as Charles F. Branna: 
would not attract any attention and interest, but your opinions as 
Secretary of Agriculture, exercising the vast authority that you have 
in that office, are quite a different matter, you realize. 

Secretary Brannan. Well, that is a matter of judgment for the 
people. 

Senator Kem. Do you think that when you pass out of office that 
your statements will have the same public interest and attention that 
they do when you hold the office that you now hold? 

Secretary BranNAN. That remains to be seen. It depends on what 
I would be doing afterwards. 

Senator Kem. Well, it is not your concept, is it, Mr. Secretary, that 
the executive branch of the Government should police the actions of 
the legislative branch, is it? 

Secretary Brannan. Nor have I attempted to, sir. 

Senator Kem. Well now, you have attempted to say when I was 
not voting in the interests of the farmers and for the farmers’ need, 
have you not? 

Secretary Brannan. I have expressed an opinion on that, and | 
still entertain that opinion, Senator. 

Senator Kem. Well, as a member of the executive branch of the 
Government do you think that opinion was in order and in accord 
ance with the spirit of our Constitution which divides the powers of 
the Government in three branches, the executive, the legislative, and 
the judicial ? 

Secretary Brannan. Senator, I think I have a right to express a: 
opinion, and I expressed an opinion. You have a right to express a1 
opinion and you expressed an opinion. I do not see any difference 

Senator Kem. When I introduced the resolution and supported 
with argument, I was discharging a duty placed on me by the Co! 
stitution as a Member of the Congress and performing the well 
settled investigative function of the Congress. When yeu undertook 
to police my record as a Member you were certainly not exercising an) 
function placed on you by the law as-Secretary of Agriculture. You 
will admit that, will you not? 

Secretary Brannan. Well now, Senator, by the same token I do 
not think you were discharging any responsibility resting on a Sena 
tor when you advised the President to fire his Cabinet officers. I think 
you have got a right to do it. I am perfectly in accord with your 
right to do it, but I do not think you can point to any law which 
says that a Senator must from time to time advise the Presiden! 
whether or not he should keep his Cabinet officers. 
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Senator Kem. Is it not entirely in order for a Senator in connection 

with inv estigations to make comments on the evidence disclosed ¢ 
Secretary “BRANNAN. I did not object to that. 

Senator Kem. But you did object very strenuously. 

Secretary Brannan. No; I just expressed another opinion about 
the quality of your opinion. 

Senator Kem. Well now, do you not recognize that it is a very 
dangerous tendency if we are going to est: ablish a principle that the 
actions—not only the actions but the thoughts of legislators are to 
be subject to rev iew by the executive branch ‘of the Government ? 

Secretary BranNaNn. Well, I am sure they are, and the Constitution 
so provides. 

Senator Kem. You are sure they are? 

Secretary BranNan. Yes, sure, the acts of the Congress are subje ct 
to review by the President when he considers whether he will sign 
or veto a bill. And there are many, many examples of it, sir. But, 
again, I remind you, Senator, that I was expressing an opinion about 
the worth-whileness of your opinion that the Secretary of Agriculture 
was or was not discharging his duties. 

Senator Kem. You do not understand under the Constitution that 
you exercise any right to veto the acts of Congress as the President 
of the United States, do you / 

Secretary Brannan. Certainly, the President has got a right to veto 
the acts of Congress. 

Senator Kem. I am asking whether you consider that a Secretary 
of Agriculture has that similar right, express or implied ¢ 

Secretary BranNnaAN. I have never even gotten near that subject. 

Senator Kem. Why do you compare your action to the action taken 
by the President when he vetoes an act of Congress ¢ 

Secretary Brannan. I am not comparing my action at all. I was 
trying to answer a question that you asked sometime ago. 

Senator Kem. I understood you to say that you thought that your 
right was comparable to that of the President. 

Secretary Brannan. No; I did not say that. And I do not think 
the record sustains that interpretation. 

Senator Kem. Well now, you would agree, would you not, that if we 
are going to have the actions and the thoughts of Members of Con- 
gress subject to review by the executive branch of the Government we 
are pretty well along toward a police state, would you not ¢ 

Secretary BRANNAN. I certainly would not agree to any such state- 
ment as that. And I do not agree that is what is going to take place 
in the expression of my Opinion. Your opinion about me was not of 
great quality. 

Senator Kem. Would not such a bureaucratic attitude show or in- 
dicate the rights of individuals in this country are imperiled ? 

Secretary BRaNNAN. Well now let me make it clear, I do not agree 
with the term “bureaucratic attitude.” Nor do I agree with any 
part of that statement. 

Senator Kem. Your answer to that is, no, you see no ground for 
reasonable fear ¢ 

Secretary Brannan. It is more than no. It also is an expression 
of my disagreement with the use of terms. 
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Senator Kem. All right. Now in your letter of June 11 you com 
plain about 31 actions of mine which you set out in that letter; is that 
correct ¢ 

Secretary Brannan. Senator Kem, you may term it “complaint,” 
but I named 31 cases or 31 examples which are the foundation for the 
right to reach a conclusion that your vote was inconsistent with the 
farmers’ welfare. 

Senator Kem. The conclusion reached was that I was against nearly 
everything that the farmers need. That was your conclusion. 

Secretary Brannan. That is right, sir. 

Senator Kem. Now these 31 votes you set out in your letter are thie 
31 votes that you present as evidence for your statement that I have 
been against nearly everything the farmers need ¢ 

Secretary Brannan. That is right, sir. 

Senator Kem. Well now, I have been a Member of Congress for 
nearly 6 years. I took the oath of office about January 1, 1947, and 
am still a Member of the Senate. 

Do you believe that the 31 acts set out in your letter of June 11 
constitute nearly all of the legislation that has been before the Senate 
in the past 6 years in which the farmers have had an interest in‘ 

Secretary Brannan. No, sir. 

Senator Kem. Do you believe that that legislation constitutes nearly 
everything that the farmers have needed during that period ¢ 

Secretary Brannan. Without some of the legislation which was 
passed over your objection or which you voted against I would. say 
that the farmers today would have been in a very dire situation. 

Senator Kem. Well, they have needed much additional legislation 
over and above the 31 bills referred to in your letter of June 11; have 
they not ¢ 

Secretary Brannan. That is right. It is just like saying—— 

Senator Kem. Admitting that I was wrong on every one of these 
31 votes, could it fairly be said that I have been against everything 
in the farmer’s need ¢ 

Secretary Brannan. At one time or another it looks to me as 
though you have. 

Senator Kem. I want to deal with these various votes in groups for 
purposes of simplification, and I would like to take up, first, the group 
that has to do with the question of flexible price supports against rigid 
p rice supports. 

At the outset of your letter you make a general charge that mj 
record shows in every instance when price supports were being con 
sidered you—meaning the senior Senator from Missouri—voted 
the low side. 

Is it your intention to convey the idea that I am opposed to thu 
farmer getting a fair income ? 

Secretary Brannan. Well, I think the record speaks for itself. 

Senator Kem. All right. Let us get at the record. The first vot 
which you refer to in your letter, paragraph 1, on page 2, is a vote 
on June 17, 1948, and the subject was the farm program long range. 

2318, H. R. 6248, passed in lieu of the Senate bill. A short synopsis 
of that bill is this, vote on Cooper-Barkley amendment, the effect o! 
which was to remove tobacco from the list of commodities found 
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the price-support table in the bill, and to give to tobacco a definite 
fixed support price equal to 90 percent of its parity price. 

The action taken agreed to. The vote was yeas 41, nays 40. 

I notice in the record and I would like to put it in the record, Mr. 
Chairman, at this place, the vote as shown. 

The CuarrMan. Without objection, it is so ordered. 

(The vote record is as follows:) 


Exutsir No. 98 


Subject: Farm program—Long range—(S. 2318). (H. R. 6248 passed in lieu 
of Senate bill.) 

Synopsis: Vote on Cooper-Barkley amendment, the effect of which was to re 
move tobacco from the list of commodities found in the price-support table in the 
bill, and to give to tobacco a definite fixed support price equal to 90 percent of its 
parity price. 

Action: Agreed to. 

Excerpts f1 ord, p. 8822, June 17, 1948 

Mr. Cooper. Mr. President, for my colleague [Mr. Barkley] and myself, I 
offer the amendment which I send to the desk and ask to have stated 

The Prestpine Orricer. The amendment offered by the Senator from Kentucky 
will be stated. 

The Cnier CLerK. On page 80, between lines 22 and 23, in the committee 
amendment, it is proposed to insert the following: 

“(5) Notwithstanding the foregoing provisions of this section, the level of 
price support to cooperators for any crop of tobacco for which marketing quotas 
are in effect shall be 90 percent of its parity price as of the beginning of the 


marketing year.” 
The Presipine Orricer. The question is on agreeing to the amendment pro 
posed by the junior Senator from Kentucky | Mr. Cooper | on behalf of himself and 


his colleague, the senior Senator from Kentucky | Mr. Barkley | 

Mr. Coorer and Mr. Bark try asked for the yeas and nays, and they were 
ordered 

The PRESIDING OF Ficer. The clerk will call the roll. 

The Chief Clerk called the re 

Mr. WHerry. I announce that the Senator from Delaware [Mr. Buck]. the 
Senator from Kansas [|Mr. Reed], and the Senator from New Hampshire [Mr. 
Tobey | are detained on official business. If present and voting, the Senator 
from Delaware | Mr. Buck] and the Senator from New Hampshire [Mr. Tobey] 
would vote “nay.” 

The Senator from South Dakota [Mr. Bushfield], the Senator from Kansas 
[Mr. Capper], and the Senator from Indiana [Mr. Jenner] are necessarily ab 
sent. If present and voting, the Senator from South Dakota, the Senator from 
Kansas, and the Senator from Indiana would vote “nay.” 

The Senator from Massachusetts [Mr. Lodge] is necessarily absent and is 
paired with the Senator from Georgia |Mr. George]. If present and voting, 
the Senator from Massachusetts would vote “nay” and the Senator from Georgia 
would vote “yea.” 

The Senator from California is absent by leave of the Senate. If present and 
voting, the Senator from California [Mr. Knowland] would vote “nay.” 

Mr. Barktey. The Senator from Virginia [Mr. Byrd], the Senator from 
Louisiana [Mr. Feazel], and the Senator from Rhode Island [Mr. McGrath] 
are necessarily absent on official business, 

I announce that the Senator from Georgia [Mr. George] is absent because of 
a death in his family. 

The Senator from Nevada [Mr. McCarran] and the Senator from New York 
[Mr. Wagner] are necessarily absent. 

The Senator from Utah [Mr. Thomas] is absent by leave of the Senate. 
having been appointed a national delegate by the President to the annual con 
ference of the International Labor Organization, meeting in San Francisco, Calif. 

I announce further that the Senator from Georgia [Mr. George| who would 
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vote “yea,” 
Lodge |, who would vote 


AND PROCESSING 


is paired with the Senator 
“nay,” if present. 
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from Massachusetts [ Mr. 


The result was announced—yeas 41, nays 40, as follows: 


Baldwin 
*Barkley 
Capehart 
*Chavez 
*Connally 
Cooper ‘ 
*Downey 
*Eastland 
Ecton 
*Fulbright 
*Hatch 
*Hayden 
*Hill 
> Hoey 


-y n 


- es 
ricker 
ridges 
rooks 
utler 
‘ain 
Cordon 
Donnell 
Dworshak 
*Ellender 
Ferguson 
Flanders 


Ai 


Buck 

Bushfield 
*BRvyrd 

Capper 
*Feazel 


[Vote No. 281] 
YEAS—41 


*Holland 

* Johnson, Colo 
* Johnston, 8S. C 
*Kilgore 
*McClellan 

*MeFarland 
*McKellar 

*Mc Mahon 

* Magnuson 
Malone 

*Maybank 
Moore 
*Murray 
*Myers 


*(Green 
Gurney 
Hawkes 
Hickenlooper 


*Lucas 
McCarthy 
Martin 
Millikin 
Morse 

*(0' Daniel 
Robertson, Wyo. 


NOT VOTING 
reorve 
Jenner 


Cnowland 


“arran 


*(’ Conor 
*O’ Mahoney 
° Pepper 
Revercomb 
*Robertson, Va 
*Russell 
Smith 
*Sparkman 
*Stennis 
*Stewart 
*Taylor 
*Tydings 
*Umstead 


Saltonstall 
Taft 
*Thomas, Okla. 
Thye 
Vandenberg 
Watkins 
Wherry 
White 
Wiley 
Williams 
Wilson 
Young 


*McGrath 
Reed 

*Thomas, Utah 
Tobey 

*Wagner 


So the amendment of Mr. Cooper, on behalf of himself and Mr. Barkley, to the 
committee agreement, was agreed to. 


*Democrats ; Republicans unmarked 


> licar 
epudlical 
Rey ib I tpcceneres 


Yeas 
Nays 
Not voting 
Positions of Senators not voting 
Paired-—“‘yea” 
Paire i “tl iV’ 
Not psired— Positior 1) 
Not paired—No position 


Senator Kem. I notice in the record that I happened to vote that 
day the same way as the present distinguished member of the Agri- 
cultural Committee, Senator Ellender, from Louisiana, whom we al! 
respect, the same way as the then majority leader, Senator Lucas, of 
Illinois, the same way as Senator Thomas, of ¢ peneumeres. who was soon 
to become the chairman of the committee. 

Senator HoLttanp. Senator Lucas was not the majority leader at that 
titme. He was the whip. 

Senator Kem. I am glad to know that. I appreciate that. I want 
to be very accurate. 

Well, then, there is Senator Thomas, of Oklahoma, who was soon 
to become the chairman of our committee. 
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Senator Arken. You voted with the Department of Agriculture 
that day, Senator Kem, do you realize that / 

Senator Kem. I thought I was voting right. I was doing the best 
[ could to exercise the best judgment that God gave me. And it 
seems to be a rather controversial question, because the vote was 41 
to 10). 

Now I would like to ask you, for instance, I take some pride in the 
fact that I was in the company of such well known experts on agri- 
cultural legislation as Senator Ellender, Senator Thomas, Senator 
Aiken. Do you consider that on that occasion I was voting against 
what the farmers needed ¢ 

Secretary Brannan. That seemed to me to be a bill which in- 
volved what tobacco farmers needed, and it was my opinion that the 
bill should have been passed. 

Senator Kem. The vote indicated it was rather a close question, 
did it not? 

Secretary Brannan. That is right, sir. 

Senator Arken. Several Members of the Senate voted opposite 
from what they thought they were doing. A move was made to re- 
consider, and then the motion was made, a nondebatable motion, 
so that we were never able to explain to all of the Members who had 
come rushing in late that they had voted the opposite of what they 
had intended, but I am sure that if you were wrong, Senator Kem, 
the Department of Agriculture was, also, wrong at that time. 

Senator Anperson. Did not the Department send up a report on 
the Cooper amendment ? 

Senator Kem. I do not know. 

Senator A1ken. They sent an oral statement in opposition to it, 
at least. 

Senator Kem. If, as the Secretary says, I was voting against the 
farmers, what the farmers needed, he would, also, say that Senator 
Ellender and Senator Aiken and Senator Lucas and Senator Thomas 
were, also, voting against what the farmers needed, would he not ¢ 

Secretary Brannan. I think, Senator Kem, you have got to take 
the record on its cumulative basis. 

Senator Kem. That is what we are going todo. We are going to go 
into each of these. 

You set it out in paragraph 1 of your letter, and I want to know 
whether on that date I voted against what the farmers needed. We 
will not overlook any of these, do not worry about that. We will go 
into every one of them. I want to know about this one. 

Was I voting that day on June 17, 1948, against what the farmers 
needed ? 

Secretary BrannAN. In my opinion, sir. 

Senator Kem. Was it your opinion on that day? 

Secretary Brannan. I think it was, sir. 

Senator Arken. That was not in accord with the information which 
we received that day, Mr. Secretary, as you will recall. 

Secretary Brannan. What was the date of this? 

Senator Arken. You were working very closely with the subcom- 
mittee that I was the chairman of, and my recollection is very plain 
that you were not in favor of the 90 percent of support for the tobacco 
as expressed by your men working with us on the Hill. 
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Secretary Brannan. Well, Senator Aiken 

Senator Arken. I grant you the right to change your mind. Son 
times hindsight is better than foresight. 

Secretary Brannan. I grant your right to recall the circumstances, 
too, Senator. 

Senator Kem. If you find, Mr. Secretary, that you were approving 
the same position I took on June 17, 1948, will you make that corre 
tion and give your withdrawal of your charge the same publicity 
that you gave the original charge ¢ 

Secretary Brannan. Senator, I am expressing an opinion on t! 
face of the record, sir. 

Senator Kem. I know, but if on that day you were taking the sa: 
position that Senator Ellender and Senator Aiken and Senat: 
Thomas 

The Cuatrman. Thomas and Lucas. 

Senator Arken. Thomas and Lucas. 

Senator Kem. Thomas and Lucas took, if you were taking t! 
Same position on that day you, certainly, would not want to be heard 
to criticize my position in doing as you advised on that day 4 

Senator Tuyr. Senator Lucas at that particular time was, also, t] 
majority leader. 

Senator Anprrson. The minority leader. 

Senator Tnyr. Yes; the minority leader. 

Senator Hottanp. He was the whip. 

Secretary Brannan. What was the date? 

Senator Kem. June 17, 1948. 

The Cuarrmman. That is right. Senator Barkley was the minority 
leader and Senator Lucas was the whip. 

Senator Tuyr. Well then, he was the party whip at that time. 

Senator Kem. Yes. 

Senator Jounson. The minority party whip. 

Senator Hotnanp. Also, a member of this committee. 

Senator Ture. Yes. 

The CHarrman. Yes. 

Senator Kem. You would not want to be heard to criticize me for 
voting on that day the way that you were recommending that I vot 
would you! 

Secretary Brannan. Well now, Senator, let us just analyze that 
phase of it. Senator Aiken says he remembers that the people fron 
the Department were in accord with your view. You must recall 
that I had been Secretary about 10 days, I guess, at this time. And | 
am sure that I did not change the attitudes of the Department of 
Agriculture to my attitudes overnight or if ever. 

Senator Arken. May I clarify that! 

Senator Kem. I beg your pardon. 

Senator Arxen. I was going to say that in the hearings which wer 
held before the joint committee, October 6, 7, and 8, 1947, the fall be- 
fore, you were representing the Department of Agriculture's views 
on the Hill. 

Secretary Brannan. On this point, Senator Aiken, on this point! 

Senator Arken. On the bill generally. 

Secretary Brannan. On the Cooper bill? 

Senator Arken. Let me see. I can tell you—on the whole bill. You 
made this statement on October 6, 1947, before the joint committee: 
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Senator Thomas, we have taken all of those factors into consideration, and 
Mr. Farrington, when he presents the price policy and support-price operation 
statement later on, will discuss those in great detail. I confess to you he is 
much better equipped to discuss them than I am. 

You turned the matter of price supports over to Mr. Farrington, 
and Mr. Farrington took a very definite position in the matter. 

You were, I think, speaking at that time specifically for, 1 think, 
the social end of the farm program. I have it here. 

The Cuamrman. Well, as I recall the matter at issue in the bill that 
you are referring to, Senator Kem, it is whether or not we should have 
accorded a special privilege to the tobacco growers by granting them 
90 percent parity. 

Senator Hotianp. Fixed. 

The CHarrman. Yes: fixed 90 percent of parity. That was the 
question at issue. It strikes me asa very simple thing to get a conclu- 
sion on that and not labor it too long. If we sit here on the 31 cases 
and try to dig into them as you are now doing, we might be here 
another week. 

Senator Kem. I want to progress, but the Secretary says he has 
got to look at the entire record, and he has that right to do that. 

The Cuarman. On that particular issue he is entitled to his per- 
sonal opinion. 

Senator Kem. To bring it to a head, Mr. Secretary, I will repeat 
my question. 

Senator Arken. May I clarify the Secretary’s position? He ap- 
peared that day as a chairman of a working group which had been 
appointed by the then Secretary, Mr. Anderson, a policy and program 
committee. He was the chairman of the whole committee. 

Senator Anperson. It was a committee to discuss— 

Senator Arken. And to turn the testimony regarding price sup- 
ports and pricing over to Mr. Farrington, who then represented the 
views of the Department. That is all. I wanted that clear in the 
record, what the Secretary's position was. 

Senator Kem. If you find on further investigation, Mr. Secretary, 
that on that day I was voting in accordance with the views of the 
Department, will you be good enough to withdraw the criticism you 
have made on this point in a statement to which you will give equal 
publicity as that which you gave to your letter criticizing me for that 
action ¢ 

Secretary Brannan. Well, now, Senator, I am expressing a per- 
sonal opinion. The opinion I expressed is still my opinion, sir. 

Senator Kem. Mr. Secretary—— 

Secretary Brannan. Though it might differ with testimony given 
by the Department 10 days after I became Secretary. 

Senator Kem. Mr. Secretary—— 

Secretary Brannan. I think that is not the basis for my changing 
my opinion. 

Senator Kem. Mr. Secretary, may I invite your attention to the fact 
that your letter is written on the official stationery of the Department 
of Agriculture, reading “Department of Agriculture, Office of Secre- 
tary, Washington, D. C.,” and that your letter is signed “Charles F. 
Brannan, Secretary.” So you were not acting in a personal capacity. 
You were acting in an official capacity when you made that statement. 

Secretary Brannan. Well, no; only to the extent, Senator, that 
Tam fulfilling a request by you. 
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Senator Kem. Well, no. 

Secretary BRANNAN. You requested—you sent me a request and a 
very insistent request. 

Senator Kem. I did? 

Secretary BRANNAN. That I document the basis for my opinion. 

Senator Kem. You sent me an official letter. If you will pardo: 
my saying so, I have little interest in what you think as an individna 
It is only in what you think as Secretary of Agriculture in whic! 
am interested. I addressed you an official letter as Secretary of Ag 
culture, and I received an official re ply from you. And it is me fal 
nugatory for you to say that you were merely expressing a perso 
opinion. 

Just answer that question yes or no, so that we can go on to some 
thing else. 

Are you willing, if you find that my vote was in accord with the th 
advice of the Department of Agriculture, to withdraw the criticis: 
the public statement ? 

Secretary BRANNAN. My opinion will remain the same. The recor 
now shows that as and if the record shows that you voted in accor 
with the recommendations of the Department at that time, whet! 
or not you were motivated by the Department’s recommendations, th 
fact speaks for itself, Senator. 

Senator Kem. And you will not withdraw your criticism? 

Secretary BRANNAN. Senator, I do not know whether you shou! 
call it criticism. I am expressing an opinion. And as a matter 
fact until you insisted and reinsisted that I document the opinio: 
was willing to let it go at that. 

Senator Kem. Yes. 

Secretary BRANNAN. I have not asked—— 

Senator Kem. You wanted to make the charge—you wanted t 
make a hit-and-run and get away with it, and I did not propose t 
permit you to do that. 

Secretary Brannan. Not any more than—— 

Senator Kem. I have the backing of this committee on that and | 
think it will be a very wholesome example to any successor that y 
may have in office or any other head of an executive department |v 
who may be tempted at any future time to engage in any simila 
tactics. 

Let us go to the se “7 item in your letter which refers to the far 
program long-range S. 2518, H. R. 6248, passed in leu of the Senat 
bill. 

The synopsis of that bill is a vote on Russell modified amendments, 
in the nature of a substitute. 

The action was rejected. And I would like the record to show, 
Mr. Chairman, the vote on that bill. 

Senator ArkeNn. You had better put the whole No. 2 in the record. 

The CuarrmMan. Without objection, that will be done. 

(The vote on the bill is as follows :) 


Exnursir No. 99 


Subject: Farm program—long-range—(S. 2318). (H. R. 6248 passed in lieu of 


Senate bill.) 

Synopsis: Vote on Russell modified amendment in the nature of a substitute 
(See explanation by Russell below.) 

Action: Rejected. 
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[Excerpts from the Congressional Record, June 17, 1948, p. 8864 
I 


Mr. Russet. I offer an amendment in the nature of a substitute for the 
committee amendment. 

(See below for copy of amendment as modified by Ives, Williams, O’Conor, 
Morse, and Tydings. ) 

The PresipinGc Orricer. The question is on agreeing to the amendment in the 
nature of a substitute offered by the Senator from Georgia [Mr. Russell], as 
modified. 

Mr. ELLeNveER, I ask for the yeas and nays. 

The yeas and nays were ordered, and the Chief Clerk called the roll. 

Mr. WuHekrry. I announce that the Senator from South Dakota | Mr. Bushfield], 
the Senator from Kan#as [Mr. Capper], the Senator from Indiana [| Mr. Jenner], 
and the Senator from Maine |Mr. White] are necessarily absent. If present and 
voting, the Senator from South Dakota |Mr. Bushfield], the Senator from Kansas 
{Mr. Capper], and the Senator from Indiana [Mr. Jenner] would vote “nay.” 

The Senator from New Hampshire [Mr. Bridges] and the Senator from Kansas 
[Mr. Reed] are detained on official business. If present and voting, the Senator 
from New Hampshire and the Senator from Kansas would vote “nay.” 

rhe Senator from California [Mr. Knowland] is absent by leave of the Senate 
and is paired with the Senator from Oklahoma [Mr. Moore], who is detained on 
official business. If present and voting, the Senator from California would vote 
“nay” and the Senator from Oklahoma would vote “yea.” 

The’ Senator from Massachusetts [Mr. Lodge] is necessarily absent and is 
paired with the Senator from Georgia [Mr. George]. If present and voting, the 
Senator from Massachusetts would vote “nay” and the Senator from Georgia 
would vote “yea.” 

Mr. Lwvcas. I announce that the Senator from Georgia [Mr. George] is absent 
because of a death in his family. 

The Senator from Nevada |Mr. McCarran], the Senator from Wyoming [Mr. 
O'Mahoney], and the Senator from New York [|Mr. Wagner] are necessarily 
absent. 

The Senator from Utah [Mr. Thomas] is absent by lease of the Senate, having 
been appointed a national delezate by the President to the annual conference of 
the International Labor Organization, meeting in San Francisco, Calif. 

I announce further that the Senator from Georgia |Mr. George], who would 
vote “yea” if present, is paired with the Senator from Massachusetts [Mr. Lodge], 
who would vote “nay” if present 

The result Was announced—yeas 27, nays 55, as follows: 


Vote No. 283] 


*Murray 
*(O’Conor 
*() Daniel 
Johnston, South Carolina *Robertson 
. *Russell 
*Sparkman 
*Stennis 
*T vdings 


tead 


*Umst 


Re vercomb 
Robertson. Wyoming 
Saltonstall 
Smith 
*Stewart 
* Johnson, Colorado Taft 
Kem *Taylor 
Langer *Thomas, Oklahoma 
*Lucas Thye 


Donnell 
*Downey 
Dworshak 
*Ellender 
Ferguson 
Flanders 
*CGreen 


Gurney 


McCarthy 
*MeceGrath 
*McMafhon 
*Magnuson 

Malone 

Martin 

Millikin 

Morse 
*Mvyers 
*Pepper 


Tobey 

\ andenberg 
Watkins 
Wherry 
Wiley 
Williams 
Wilson 
Young 
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NOT VOTING—14 


Bridges Knowland Reed 
Bushtfield Lodge *Thomas, Utah 
oar r > Carran *Wagner 
George oore White 

Jenner *O'’Mahoney 


*Democrats ; Republicans unmarked. 


So Mr. Russell's substitute amendment, as modified, to the committee amend 
ment, was rejected. 


Analysis 
Yeas (27 
Nays 
Not vot 

P ) 


irea 


Pp 
Pa 
Not 
Ni 


pal 


(Statement of Senator Russell—Record 6/17/48:) 

Mr. RusseLt. Without the substitute being read in full, I will state th 
it embodies a bill which has passed the House, known as the Hope bill, for th 
temporary extension of the agricultural program, to which has been added 
language extending the soil-conservation privilege to the States to set up Stat 
programs for a period of 2 years, as weil as an extension of the Commodity 
Credit Corporation for a period of 2 years. 

Strike out all after the enacting clause and insert in lieu thereof the following: 

“That, notwithstanding any other provision of law, the Secretary of Agriculturs 
is authorized and directed through any instrumentality or agency within or under 
the direction of the Department of Agriculture, by loans, purchases, or other 
operations 

“(a) To support prices received by producers of cotton, wheat, corn, tobace 
rice,and peanuts marketed before June 30, 1950, if producers have not disapproved 
marketing quotas for such commodity for the marketing year beginning in the 
calendar yvear Ih which the « rop is harvested. The price support authorized by 
this subsection shall be made available as follows: 

(1) To cooperators at the rate of 90 per centum of the parity price for 
commodity as of the beginning of the marketing year ; 

“(2) To noncooperators at the rate of 60 per centum of the rate specified in 
(1) above and only on so much of the commodity as would be subject to penalty 
if marketed 

‘All provisions of law applicable with respect to loans under the Agricultural 
Adjustment Act of 1938, as amended, shall, insofar as they are consistent with 
the provisions of this subsection, be applicable with respect to loans or other 
price-support operations authorized under this subsection, and the provisions of 
Public Law 163, Seventy-ninth Congress, shall continue in effect. 

‘(b) To support until December 31, 1949, a price to producers of commodities 
with respect to which the Secretary of Agricuiture by public announcement pu 
suant to the provisions of the Act of July 1, 1941, as amended, requested an 
expansion of production of not less than 60 per centum of the parity or comparabl 
price therefor nor more than the level at which such commodity was supported in 
1948, except that Irish potatoes harvested before January 1, 1949, milk and its 
products, hogs, eggs, chickens (including broilers), ducks, and other poultry shal 
be supported at 90 per centum of the parity or comparable price, except that for 
the purpose of computing the parity price for Maryland tobacco the base period 
shall be the period August 1936 to July 1941 in lieu of the period August 1919 to 
July 1929. The comparable price for any such commodity shalt be determined 
and used by the Secretary for the purposes of this subsection if the production or 
consumption of such commodity has so changed in extent or character since the 
base period as to result in a price out of line with parity prices for the commodi 
ties referred to in (a) hereof. In carrying out the provisions of this subsection 
the Secretary of Agriculture shall have the authority to require compliance with 
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production goals and marketing regulations as a condition to eligibility of pro- 
ducers for price support. 

“(c) Sections 1 and 3 of the Act approved August 5, 1947 (Public Law 360, 
Eightieth Congress), are amended by striking out in each section the date ‘De- 
cember 31, 1948,’ wherever it appears and inserting in lieu thereof the date ‘June 
30, 1950.’ 

“(d) It is hereby declared to be the policy of the Congress that the lending and 
purchase operations of the Department of Agriculture (other than those re- 
ferred to in subsections (a), (b), and (c) hereof) shall be carried out so as to 
bring the price and income of the producers of other agricultural commodities 
not covered by subsections (a), (b), and (c) toa fair parity relationship with the 
commodities included under subsections (a), (b), and (c), to the extent that 
funds for such operations are available after taking into account the operations 
with respect to the commodities covered by subsections (a), (b), and (c). In 
carrying out the provisions of this subsection the Secretary of Agriculture shall 
have the authority to require compliance with production goals and marketing 
regulations as a condition to eligibility of producers for price support. 

“Sec. 2. From any funds available to the Department of Agriculture or any 
agency operating under its direction for price support operations or for the dis 
posal of agricultural commodities, the Secretary of Agricuture is authorized and 
directed to use such sums as may be necessary to carry out the provisions of 
section 1 of this Act. 

“Sec. 3. Section 22 of the Agricultural Adjustment Act, as added by section 31 
of the Act of August 24, 1955 (49 Stat. 773). reenacted by section 1 of the Agri- 
cultural Marketing Agreement Act of 1937 (50 Stat. 246), as amended, is hereby 
amended to read as follows: 

‘*Sec. 22. (a) Whenever the President has reason to believe that any article 
or articles are being or are practically certain to be imported into the United 
States under such conditions and in such quantities as to render or tend to render 
ineffective or materially interfere with, any program or operation undertaken 
under this title or the Soil Conservation and Domestic Allotment Act, as amended, 
or section 32, Public Law Numbered 320, Seventy-fourth Congress, approved 
August 24, 1935, as amended, or any loan, purchase, or other program or operation 
undertaken by the Department of Agriculture, or any agency operating under its 
direction, with respect to any agricultural commodity or product thereof, or to 
reduce substantially the amount of any product processed in the United States 
from any agricultural commodity or product thereof with respect to which any 
such program or operation is being undertaken, he shall cause an immediate in- 
vestigation to be made by the United States Tariff Commission, which shall give 
precedence to investigations under this section to determine such facts. Such 
investigation shall be made after due notice and opportunity for hearing to inter- 
ested parties, and shall be conducted subject to such regulations as the President 
shall specify. 

“*(b) If, on the basis of such investigations and report to him of findings and 
recommendations made in connection therewith, the President finds the existence 
of such facts, he shall by proclamation impose such fees not in excess of 50 per 
centum ad valorem or such quantitative limitations on any article or articles 
which may be entered, or withdrawn from warehouse, for consumption as he 
finds and declares shown by such investigation to be necessary in order that the 
entry of usch article or articles will not render or tend to render ineffective, or 
materially interfere with, any program or operation referred to in subsection (a), 
of this section, or reduce substantially the amount of any product processed in the 
United States from any such agricultural commodity or product thereof with 
respect to which any such program or operation is being undertaken: Provided, 
That no proclamation under this section shall impose any limitation on the total 
quantity of any article or articles which may be entered, or withdrawn from 
warehouse, for consumption which reduces such permissible total quantity to 
proportionately less than 50 per centum of the total quantity of such article or 
articles which was entered, or withdrawn from warehouse, for consumption 
during a representative period as determined by the President: And provided 
further, That in designating any article or articles, the President may describe 
them by physical qualities, value, use, or upon such other bases as he shall 
determine. 

“*(c¢) The fees and limitations imposed by the President by proclamation under 
this section and any revocation, suspension, or modification thereof, shall become 
effective on such date as shall be therein specified, and such fees shall be treated 
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for administrative purposes and for the purposes of section 32 of Public Law 
Numbered 320, Seventy-fourth Congress, approved August 24, 1935, as amended, 
as duties imposed by the Tariff Act of 1930, but such fees shall not be considered 
as duties for the purpose of granting any preferential concession under any 
international obligation of the United States. 

“*(d) After investigation, report, finding, and declaration in the manner pro- 
vided in the case of a proclamation issued pursuant to subsection (b) of this 
section, any proclamation or provision of such proclamation may be suspended or 
terminated by the President whenever he finds and proclaims that the circum- 
stances requiring the proclamation or provision thereof no longer exist or may 
be modified by the President whenever he finds and proclaims that changed cir- 
cumstances require such modifications to carry out the purposes of this section. 

“*(e) Any decision of the President as to facts under this section shall be final. 

“*(f) No proclamation under this section shall be enforced in contravention of 
any treaty or other international agreement to which the United States is or here- 
after becomes a party.’ 

“Sec. 4. Section 8 (a) of the Soil Conservation and Domestic Allotment Act, as 
amended (U. 8S. C., 1940 edition, Supp. V, title 16, sec. 500h (a)), is amended 
(a) by striking out ‘January 1, 1949, wherever appearing therein and inserting 
in lieu thereof ‘January 1, 1950°; and (b) striking out ‘December 31, 1948’ and 
inserting in lieu thereof ‘December 31, 1949.’ 

“Sec. 5. The first sentence of subsection (a) of section 7 of the Act approved 
January 31, 1935 (49 Stat. 4), as amended, is amended by striking out ‘June 30, 
1948’ and inserting in lieu thereof ‘June 30, 1950.’ 

“Sec. 6. This Act shall take effect on January 1, 1949, except that sections 
38 and 5 shall take effect on the date of enactment of this Act.” 

Amend the title so as to read: “An Act to authorize the Secretary of Agriculture 
to stabilize prices of agricultural commodities; to amend section 22 of the Agri- 
cultural Adjustment Act, reenacted by the Agricultural Marketing Agreement Act 
of 1937; and for other purposes.” 

Senator Arken. Because I want to ask a question or two on that. 

Senator Kem. I ask to put the excerpts from the Congressional 
Record appearing on this into the record. 

Senator Arken. Charge No. 2 where you voted wrong in voting 
against Senator Russell’s motion. Perhaps it would be well to read it: 

During further debate on S. 2318, which eventually became the Agricultura 
Act of 1948, Senator Russell offered a substitute in the form of a temporary 
extension of price support at 90 percent of parity for the basic commodities, as 
had already been passed by the House. (The “basics” are corn, cotton, wheat, 
tobacco, rice, and peanuts.) Senator Russell’s amendment would have post 
poned operation of the “sliding scale,” which at that time would have pro 
vided for movable price support between 60 and 90 percent of parity on th: 
basics. Senator Russell told the Senate that unless it accepted the House b 
as provided by his amendment, Congress might adjourn without passing an 
farm bill, thus leaving farmers without price supports. He therefore urged 
temporary extension of existing legislation. You voted against this amendment 

I would like to ask the Secretary what the existing legislation would 
have provided in the way of price supports had the Russell motior 
which Senator Kem opposed prevailed ¢ 

Secretary Brannan. Well, Senator, I cannot recall the precis 
history of every piece of legislation, and did not assume that I was 
going to be interrogated on every detail of legislation of the Senate 
over the period of the last 4 or 5 years. 

Senator Arken. I am not going to interrogate you, Mr. Secretary. 
except on those items in this letter which pertain to legislation whi: 
I had something to do with. I want to say for the record that, had 
the price-support program reverted back to the then existing legis 
lation, the Steagall amendment having expired, the support lev: 
for wheat, corn, and cotton would have been from 52 to 75 percent. 

Senator Anperson. Yes, 52. 
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Senator Arken. With no supports—that is, of parity—for rice, 
peanuts, tobacco, I believe—no supports at all. Peanuts would have 
been 50 to 75, I am advised. No support for rice and tobacco and 
support for the basics running from 52 to 75 percent of parity. 

You charged Senator Kem “voted against that motion, and as a re- 
sult we got a flexible program which had been recommended by the 
President and the Secretary with support levels ranging—that is, 
working support levels—from 72 to 90 percent of parity. 

Do you think that in voting against a reversion to the old 50-percent 
parity Senator Kem was really voting against the interest of the 
farmers ¢ 

Secretary Brannan. Well, Senator, I do not interpret the situation 
at all in that fashion. 

Senator Arken. I am telling you the facts. 

Secretary Brannan. What was before the Senate, if I understand 
it correctly, was the difference between the so-called Hope section 
and the so-called Aiken section. 

The Hope section was for a fixed 90 percent of parity. And the 
section which bears your name contains the Bean a sliding-scale 
provisions. 

Now, in my opinion, the Hope section was preferable. That seemed 

have been the opinion of Senator Russell and of a number of 
other people in the Congress. 

Senator Arken. Mr. Secretary, I do not know whether you are still 
under oath or not. Do you want to continue with that statement that 
you thought the Hope section of the bill was preferable? Do you 
want that to go into the record when you are right on the record just 
to the contrary ? 

Senator Anperson. He is on the record. 

Senator Arken. You supported very earnestly the flexible supports. 

Secretary Brannan. Well, now, that gets us into an argument over 
a term. 

Senator Arken. This is a question of whether you are telling the 
facts or not to this committee. 

Secretary Brannan. But you are using the term “flexible” now, 
Senator, and when I supported what I called “flexible farm program” 
I was talking about a farm program that had flexibility of means 
and devices for supporting the agricultural commodities and allowed 
flexibility among various commodities. 

Senator Arken. Mr. Secretary 

Secretary Brannan. And that was my interpretation of it as it 
appeared in the document you are about to read from. I realize 
that Senator Anderson had a different opinion of what the term 
“flexible” meant. 

I submitted to Senator Anderson a sort of little historic brief of 
how the term “flexible” got in, and I am not arguing with his right 
to say flexible means sliding scale. Itdid not meanittome. It meant 
flexibility of method. 

Senator Arken. Mr. Secretary, the words used by Mr. Farrington 
under your authority where we would need a strong program of 
production goals aided by adjustable price supports. 

He used the word “adjustable.” 

Secretary Brannan. That is right. 
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Senator Arxen. Now, Mr. Secretary, let me quote from the Demo 
cratic national platform of 1948 on the agricultural planks | reading | 

Specifically, we favor a permanent system of flexible price supports for agri 
cultural products. 

Secretary Brannan. Yes, sir. 

Senator Arken. Was the Democratic National Committee of the 
Democratic Convention working against the interests of the farmers 
at that time? 

Secretary Brannan. No. 

Senator Arken. Senator Kem—was he working against it when 
he voted with this plank of the Democratic national program ? 

Secretary Brannan. I think there were two sets of interpretations 
on what the term “flexible” meant in the Democratic National] 
Convention. 

Senator Arken. I quote from the President’s message to Congress 
in January 1948 in regard to agriculture. He said [reading]: 

Commodity price supports are desirable as assurances against special dis 
locations which might arise in case of recession. I emphasize, however, the need 
for keeping support levels flexible. 

Was the President working against the interests of the farmer when 
he made that recommendation to the Congress ¢ 

Secretary Brannan. Well, Senator, of course he was not. I do not 
know of anybody in this country who has worked more diligent]; 
for the American farmer than President Truman. 

Senator Aiken. Except for one summer he slipped a bit. 

Was the Farmers Union in testifying so vigorously in support of 
flexible supports working against the interests of the farmer? 

Secretary Brannan. Well, I think the Farmers Union were sup 
porting the Hope section of the bill—were they not, Senator ?—and 
I thought—— 

Senator ArkeNn. No; just a minute. I will quote that. This testi- 
mony was in the month of April 1948. Mr. Patton, president of the 
Farmers Union, said [reading]: 

We are undoubtedly going to spend large sums of money for national defense 
and agriculture may be called upon with very short notice to substantially in 
crease the production of certain crops, and that is part of the background, 
coupled with the long-time economic factors, in my thinking, of keeping a 
price situation which is flexible enough that you can do what you need to 
do in terms of price that can be used as a directive in terms of production. 

And repeatedly Mr. Patton in his testimony emphasized the need— 
he said at one point: 

Beyond a certain point I think the more flexibility you have in price rela 
tionship the more effectively the program is going to work. I would not dis 
agree with those who say probably the two formulas should run together i 
2 or 3 years. . 

This is when we were discussing a new formula. 

Secretary Brannan. Yes, sir. 

Senator Arken. You would not say that Mr. Patton was working 
against the welfare of the farmers? 

Secretary Brannan. No, sir. I do not say that that means that he 
endorsed this particular kind of 60-to-90-percent sliding scale. 

Senator Aiken. Oh, but he did. 
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Senator Anprerson. I think I have an answer to that. 

Mr. Patton’s testimony on page 112 of that hearing said [read- 
ing |: 

Before discussing the administrative realinements proposed in the earlier 
part of S. 2318, I should like to discuss with the committee first the provisions 
of title III, the title relating to price supports, and to a revision of the parity 
formula. A major contribution of the measure, of course, is its proposal of a 
new system for the support of agricultural prices in which the level of support 
is related to the volume of supplies of each major farm product. The theoretical 
base of the proposal is admirable. It offers, to my mind, one way of moving 
toward three objectives that many eminent economists and agriculturists have 
recognized is desirable: 

(1) More adequate recognition in price supports of changes in demand. 

(2) A shift in emphasis from control simply for the sake of price boosting to 
control as an instrument for adjustments in production as between groups 
of commodities. 

(3) A tacit admission of the fundamental importance to each other of pro- 
ducer and consumer through relating farm income to volume of production as 
well as price. 

The proposal of such a formula by such distinguished legislators as the 
sponsors of this bill is in itself a great step forward in thinking on agricultural 
subjects. 

Secretary Brannan. All I can say to that is that I still do not 
agree that it is right. 

I think Senator Russell did not agree that that was desirable. 
Certainly, Congressman Clifford Hope and the House did not agree 
that it was the best approach. And, Senator, this is a give-and-take 
world in which we exchange ideas. 

I still think the sliding scale has been disproven by history as a use- 
ful means for regulating production. And I have said time and again 
that I think it is unfair. 

Now, you have a right to think just the opposite, but I have a right 
to express my opinion after repeated insistence that I express my 
opinion. 

Senator Kem. Oh, no. I did not ask you to express your opinion 
that I voted against everything that the farmers needed. I did not 
ask you to do that. 

Senator A1rKEN. I have one more question on this point. 

Senator Kem. Make no mistake about that. 

Senator A1rken. The President in making a public address in Los 
Angeles on May 26—I believe it was within a day or two of that date— 
1948, publicly urged Congress to approve what he chose to call the 
\iken bill. Was he working against the interests of the farmer ? 

Secretary BRANNAN. Well, Senator, he was not working against the 
interests of the farmer at any time. 

Senator Kem. Why was | voting against the interests of the farmer 
when I voted the same way / 

Senator ArkEN. The only reason I raise that—— 

Secretary Brannan. Maybe that was the only alternative that they 
had left at that time. Certainly, this was better than nothing at all. 
and that is what Senator Russell was saying to you. And you voted 
for nothing at all. 

Senator ArkeN. The only reason I raised these points, Mr. Secre- 
tary, is when you charge the Senator from Missouri with working 
against the interests of the farmer on matters like this you are also 
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accusing all of the rest of us, including yourself, of doing the same 
thing. 

The Cuarrman. Let us go to the next case. 

Senator Kem. I would like to put in the reeord—— 

Secretary Brannan. I do not just agree with that, Senator. I am 
willing to go on to the next one, too. 

Senator Kem. I would like to put in the record the vote on the farm 
program, long range, S. 2318. 

Senator Anperson. Is that the vote on it or the vote on the Russell 
amendment ¢ 

Senator Kem. On the Russell amendment; yes. 

The Cuairman. Without objection, it will be placed in the record 
at this point. 

(See exhibit No. 99.) 

Senator Kem. I want to invite the Secretary’s attention—— 

Senator Arken. What was the vote? 

Senator Kem. The vote was 27 yeas, 55 nays. And I want to invite 
the Secretary's attention to the fact that I was in pretty good company 
again. I voted the same way as Senator Chavez, Senator Downey, 
Senator Ellender, Senator Green, Senator Hoey, Senator Holland, 
Senator Johnson of Colorado, Senator Lucas, Senator McGrath, Sen- 
ator McMahon, Senator Magnuson, Senator Myers, Senator Pepper, 
Senator Stewart, Senator Taylor, Senator Thomas of Oklahoma, 
Senator Thye, and others. 

Secretary Brannan. Well now, Senator, let us make this completely 
clear. I can have and do have profound respect for, for example, the 
chairman of this committee, but that does not mean that he has to 
agree with everything I believe in. 

Senator Kem. Well now, you said—— 

Secretary Brannan. Nor that I have to agree with everything that 
he believes in. 

Senator Kem. You said—— 

Secretary Brannan. But let us also get this one in context now. 

Senator Kem. You said 

Secretary Brannan. This is a vote—if this is a vote on the final 
bill 

Senator Kem. This is a vote on the Russell modifying amendment 

Secretary Brannan. Well—— 

Senator Kem. You said on that vote that I voted for nothing at all. 

Secretary Brannan. Well, that is what Senator Aiken just told us. 

Senator Kem. Did Senator Ellender vote for nothing at all on that 
vote ¢ 

Secretary Brannan. That is what Senator Aiken explained to us 
a moment ago. 

Senator Kem. Did Senator Holland vote for nothing at all ? 

Secretary Brannan. That is what Senator Aiken explained 
moment ago. 

Senator Kem. Did Senator Hoey vote for nothing at all ? 

Secretary Brannan. The same answer, sir. 

Senator Kem. Do you want to characterize all of these Senators 
these 54 Senators who voted as I did, as voting for nothing at all an 
as voting against what the farmers needed ? 
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Senator Arken. Mr. Chairman, I am not sure that this is quite 
correct. They voted to revert to the 52 percent. 

Secretary Brannan. No. 

Senator Arken. The Russell amendment. 

Senator Kem. He said they voted for nothing at all. 

Senator Arken. Certainly not. They voted against returning to a 
52 percent support level for four basic commodities and voted against 
returning to nothing at all for tobacco and rice. 

Secretary BranNAN. Senator Aiken, I do not interpret it that way 
at all. I think they voted against continuing 90 percent of parity, 
continuing the general provisions of the Steagall amendment. That 
is my interpretation of it. I think that is what Senator Russell was 
trying to do. That is what Congressman Hope was proposing to do. 

Senator Arken. They voted to repose more confidence in the Sec- 
retary of Agriculture, giving him minimums and maximums and cer- 
tain conditions to work under, to make it easier for him to carry on 
an adequate support price program for farmers. 

Secretary Brannan. No. 

Senator Arken. No legislation had been enacted, or, if the motion 
to continue the old law temporarily had carried, you would have had 
52 percent support levels, back to the old 1938 law. 

Secretary eau in. Let us follow that out. You had a Secretary 
who continued things at 90 percent of parity and has since then pretty 
much. 

Senator ArkeNn. That is right. 

Secretary Brannan. Under his discretionary authority, and Sena- 
tor Kem 

Senator Arken. And he can continue to, can he not ? 

Secretary Brannan. And Senator Kem says the man ought to be 
fired. He jumps up and down and says that. 

Senator Arken. The Secretary can continue to support basis com- 
modities and other commodities, too. 

Senator Kem. Have I criticized you for doing that ? 

Secretary Brannan. He criticizes because I support commodities 
at 90 percent of parity. 

Senator Kem. Tet me say to the Secretary—— 

Secretary Brannan. That is where it all starts. 

Senator Kem. I made it clear as to the ground on which I was ask- 
ing for his removal. It had nothing to do with his actions of sup- 
porting prices. It had to do with fraud, corruption, mismanage- 
ment in the Department of Agriculture as shown by the record be- 
fore this committee. 

Secretary Brannan. Senator Kem, that is the most dishonest state- 
ment that I have heard made in a long time, and I think you should 
retract it. You show one bit of fraud that I have been involved or 
engaged in. 

Senator Kem. I did not say you were engaged in fraud. 

Secretary Brannan. You just said it on the record. 

Senator Kem. No, I did not; no, I did not. I said there was much 
fraud in your Department. 

Secretary Brannan. There is not much fraud in our Department. 

Senator Kem. I will show you the record. 

Secretary Brannan. That is another thing. 
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Senator Kem. If we have to go into that and review the testimon 
of this committee, why, that is 

The Cuarrman. We are not going to do that. The record speaks 
for itself. We have been here 7 weeks now and I am just getting 
tired of itall. Let us get to these other cases. 

Secretary Brannan. Let us make it clear now, are you aceusing m 
of fraud ¢ 

Senator Kem. I said—— 

Secretary Brannan. Are you accusing me of any of the other terms 
you used there / 

Senator Kem. I think you are subject to a charge of mismanage 
ment—yes, I do—gross mismanagement, and I think the evidence 
shows that there has been fraud and corruption in the Department 
during your administration, and on that ground I suggested you 
removal. I think it is still in order. And I should like to see it 
accomplished. 

Secretary Brannan. You have your right to your opinion and | 
have a right to my opinion that you are against the farmers generally. 

Senator Anperson. May I make just one request here / 

I have been very much interested in this general question of what 
we mean by flexible price supports, and I think that there is honest 
difference of opinion on it. I would like, if I may, at this point the 
privilege of inserting in the record some material that I think bears 
on the question. 

For example, what the Democrats meant in Philadelphia may be 
hard to determine. The fact is that the Democratic platform did 
not call for flexible price supports as originally written. Senator 
Lucas brought the Democratic platform to me and asked me if I 
thought the wording of the plank was sufficient, and I wrote in the 
word “flexible” and Senator Cea took it back to the committee and 
they adopted it. Therefore, 1 think the man who wrote in the word 
“flexible” has a right to believe that he knows what he meant by the 
word “flexible.” 

I call attention to what the then minority leader, Mr. Barkley, 
said in his legislative record which he printed after he had been 
nominated, I believe, for the Vice Presidency, and it is very short. 
He said: 

When President Truman announced in May that he was going to send his 
formal request for a modernized farm program to Congress in a few days, 
the Senate Agriculture and Forestry Committee got busy. The committee r« 
ported this long-range farm program on May 17, less than a week after the 
President sent his special message on farm problems to Congress. The Pres 
dent had succeeded in prodding the Senate committee into action and that bill 
was almost a carbon copy of the sensible farm program proposed by the 
President. 

Now if the so-called movable floors or sliding scales are so difficult 
they, at least, followed the pattern which the President submitted 
to the Congress, and I would like permission, Mr. Chairman, if | 
may subsequently, to submit a few comments on that. 

The Cuarrman. Without objection it will be so ordered. 

(The information referred to is as follows :) 
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Exuteir No, 100 
MEMORANDUM CONCERNING FLEXIBLE on SLIDING SCALE PRICE SuProrTs 


Many people have questioned what is meant by the term “flexible price sup- 
ports” and whether that term related to the tables which appeared originally 
in the Agricultural Act of 1948 and were revised in the Agricultural Act of 1949. 

Perhaps we need to go back to legislative history and we would find that @n 
April 21, 1947, as Secretary of Agriculture I appeared before the House Com- 
mittee on Agriculture which was holding hearings on long-range agricultural 
programs and said: 

“We need to develop a long-range system of commodity price floors to pro 
tect producers against excessive or abnormal declines during the market season 
and to generally cushion declines in farm prices and incomes in the event of 
business recessions. We should make sure, however, that we do not establish 
a rigid system of price relationships. We will do well to heed the warning of 
the House Special Committee on Postwar Economic Policy and Planning It 
spoke of the danger of pricing our commodities out of the markets; it said the 
needed long-run adjustments in agriculture are ‘not necessarily accomplished 
by present price support programs together with systems of production quotas’: 
it spoke of the need to meet producers’ problems by expanding both markets and 
production. Prices are and should be an effective means of encouraging changes 
in production as the conditions of production and demand change.” 

The Department had a Policy Planning Committee headed by the then Assist- 
ant Secretary of Agriculture, Charles F. Brannan. The work of presenting the 
findings of that Committee was delegated by him to the various chairmen of the 
subcommittees, and accordingly Carl C. Farrington, then Chairman of the De- 
partment of Agriculture’s Committee on Price Policy and Production Adjust- 
ment, and Assistant Administrator of the Department’s Production and 
Marketing Administration, testified on October 7, 1947, before a subcommittee 
of the Senate as follows 

“Our committee spent a great deal of time studying this question in light of 
our past experience and arrived at several general principles which we believe 
should characterize future price-support programs. 

“First, a high dgree of flexibility, both as to support levels and methods, is 
essential in view of difference between commodities and constant y changing 
conditions that cannot be foreseen.” 

He was questioned as to this recommendation and on page 175 there is this 
statement: 

“We think 50 percent of parity is entirely too low. We believe the minimum 
should be about 75 percent of parity and we recommend that the Secretary have 
discretion to go well above 75 percent of parity.” 

Mr. Farrington suggested the farmers should have parity but said: 

“But we do not believe that the support price is the only mechanism for achiev- 
ng that objective, and that if you have mandatory support prices at or near 
parity, you will have, sooner or later, a more or less completely regimented agri 
culture, and that may lead into other undesirable results. We believe that the 
first effort should be made to keep up the demand. 

“At the present time, with supports generally at 90 percent of parity, the agri- 
cultural prices of this country are 121 percent of parity.” 

On page ISG Senator Aiken asked: 

“Mr. Farrington, may I ask this question: In advocating a flexible floor for 
support prices, is it your objective to maintain parity income for farmers rather 
than parity unit prices for each specific crop? 

“Mr. Farrtneton. Yes, sir. 

“Senator ArKEeN. And in the long run, do you believe that the maintenance of 
the parity income would be more effective and less costly to the Government than 
the maintenance of parity floor prices? 

“Mr. Farrineton. That is, commodity by commodity ; yes. 

“Senator ArKEeN. Yes; that is right. In other words, it would help you to pre- 
vent severe overproduction in years when a high percentage of parity might 
amount to an incentive price. Also it would increase the production of those crops 
which bid fair to be in good demand, and at good prices on the market.” 

Now it so happens that I had appeared as Secretary of Agriculture at the very 
opening of the Senate hearings and I indicated what we meant by flexibility as 
to support levels. On page DO of the Senate hearings are these words: 
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“T also suggest that the Congress should provide that support prices for co 
operating farmers should not be less than 75 percent of parity or more than 90 
percent when marketing quotas are in effect.” 

I also suggested the Congress should provide that support prices should b 
not less than 75 percent of parity nor more than 90 percent when marketi 
quotas are in effect. 

Senator Aiken questioned me as to my meaning and I gave him this reply: 

« “It seems to me then that some operating flexibility is needed, even when mar 
keting quotas are being used. At the same time, the mandatory minimum lev: 
should certainly be high enough to assure cooperating farmers of some real ad 
vantage. In view of these considerations a mandatory floor of 75 percent with 

permissive maximum of 90 percent seems reasonable.” 

Incidentally, to keep the history straight, I never testified before any congre 
sional committee with reference to what is now known as the Aiken bill. A 
my testimony was given with reference to the bill S. 2318, of the Eightieth Cor 
gress which included a reorganization plan of the Department of Agriculture, p: 
visions for the coordination of research and educational work, a whole ne 
method of developing State and county agricultural committees and coun 
amendments to the Soil Conservation and Domestic Allotment Act and in its tit 
III amendments to the Agricultural Adjustment Act. I opposed that bill and the 
provisions with reference to price support but I did indicate that if the committ 
wanted to, we could send them over what we regarded as a better bill. 

When I appeared before the Senate committee in April 1948 I brought with n 
the recommendations of the working group from the Production and Marketi 
Administration which had been studying the original Aiken bill, S. 2318. Thi 
had come to some conclusions and these conclusions again clearly illustrate wl 
the people in the Department meant by flexible price supports. I give you th: 
three recommendations. 

“(a) We favor a mandatory support price for the basic commodities—wheat 
corh, cotton, peanuts, rice, and tebacco—within the range of 75 to 90 percent 
parity at the discretion of the Secretary A producer must comply with acreag 
allotments when in effect in order to be eligible for price support. If at least tw 
thirds of the producers voting in a referendum favor marketing quotas, the pr 
support on these commodities should be mandatory at 90 percent of parity. I 
quotas are defeated in a referendum there shall be no price support on su 
commodity. 

“(b) For other agricultural commodities for which a program has been « 
veloped in accordance with this motion, we favor a mandatory support pri 
within the range of 60 to 90 percent of parity at the discretion of the Secretary 

“(c) For all other agricultural commodities, we favor a price support of not 
exceed 60 percent of parity at the discretion of the Secretary. This permissiv: 
support is to be offered for only 1 year, with the additional provision that 
support may be offered a second year if producers have made sufficient effort 
develop a sound program.” 

The statement of the Department of Agriculture was closed by me, as Secr 
tary of Agriculture. That appears in the hearings on page 196. Here are my 
words: 

“This brings us to the question of mandatory or flexible supports, especial! 
for the basic commodities. We believe that this is a question for the farm pr 
ple, the farm organizations, and the Congress to decide. I hope you will g 
many expressions of opinion on this question as you hold hearings over 
country. 

“I want to interpolate a sentence here that does not appear in the draft yo 
have. 

“Now, let me add, our goal is parity prices, properly modernized, and parity 
income. We are for that. But we are now talking about mandatory minimu 
levels. This is only one device to move toward our over-all goal. 

“However, I do not hesitate to say that we in the Department feel that th: 
52 percent minimum level now provided in the continuing Agricultural Adjus 
ment Act of 1938 is too low a support level for our great basic commodities 
At the same time, we also raise the question as to whether the 90 percent 
minimum now carried in the Steagall amendment is not too high a mandato: 
level as we look ahead to more normal conditions. It seems to us that the 
answer lies somewhere between these two limits—perhaps around 75 percent 
but, again, this is a question for the Congress, and our price committee has tried 
to give you information which will be helpful. 
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“In line with the third general conclusion I stated—that one of our main needs 
is to keep our present programs geared together in furtherance of our policy ob- 
jective—I feel I should once again call attention to the dangers involved in a 
rigid formula for price supports. We not only need to modernize the commodity 
relationships; we also need considerable administrative flexibility with re- 
spect to price support operations. 

“A flexible system based on the Agricultural Adjustment Act of 1938 and the 
Agricultural Marketing Agreement Act of 1937 seems to me far superior to any 
rigid adherence to a fixed level.” 

I think it was quite clear that I was testifying against mandatory rigid price 
supports, especially for the basic commodities, and that I feit a flexible system 
where the loan could vary according to production and carry-over between two 
figures was, and I quote from my testimony, “far superior to any rigid adherence 
to a fixed level.” 

Now for an extremely important part of the legislative history. I have tried 
to indicate that the Department of Agriculture knew what it meant by flexible 
price supports, that it meant a range from 75 to 90 percent for basic and from 
60 to 90 percent for certain other commodities, 

The President of the United States sent a message to the Congress on May 14, 
1948. In it he asked for flexible price supports and these are his words: 

“Now we must look ahead to a farm price-support policy geared to our im- 
proved farm economy. Many shifts in production will have to be made and 
flexible price supports will help us make them in an orderly manner. This will 
require authority to make prompt adjustments in support levels in line with 
current and prospective supply and demand conditions. It will also require 
flexibility in the choice of methods or programs that are designed to be most 
effective for individual commodities, that avoid waste, and that help bring 
about needed adjustments in production, distribution, and consumption.” 

I think I know what he meant by that statement because I had helped in the 
preparation of the message to the Congress. I had discussed this section with the 
President and had specifically urged the inclusion of the language “flexible price 
supports” with the exact meaning that had been incorporated in my testimony 
to the Senate a few days earlier. 

In a talk over the CBS radio network on June 9, 1948, Mr. Brannan who had 
been Chairman of the Policy and Program Committee and had become the Secre- 
tary of Agriculture said: 

“President Truman in his special message to Congress on May 14 asked for 
four kinds of action. First, he recommended flexible price supports on a perma- 
nent basis . As you know, our present price supports are quite rigid.” 

Before the nominating conventon at Philadelphia the President visited the 
country and made an address at Omaha, Nebr., on June 5, 1948. He outlined 
needed extensions and improvements to the then existing farm program which 
was a program that under the Steagall legislation had mandatory 90-percent 
supports. Here is the first recommendation the President made: 

“First, the Congress should provide a permanent system of flexible price sup- 
ports for agricultural commodities. For the benefit of farmers and of the whole 
Nation, we need price-support legislation which will assure reasonable sta 
bility of farm income while encouraging desirable adjustments in production.’ 

rhat language was echoed in the Democratic platform, which had this plank: 
“Specifically, we favor a permanent system of flexible price supports for agricul- 
tural products.” 

Finally Senator Alben W. Barkley, then the minority leader in the Eightieth 
Congress, issued in Document No. 208 a summary of the legislative record of 
the Eightieth Congress, second session. In it at page 31 there is this language: 

“When President Truman announced in May that he was going to send his 
formal request for a modernized farm program to Congress in a few days, the 
Senate Agriculture and Forestry Committee got busy. 

“The committee reported its long-range farm program May 17, less than a 
week after the President sent his special message on farm problems to Congress, 

“The President had succeeded in prodding the Senate committee into action. 
And the Senate committee's bill was almost a carbon copy of the sensible farm 
program proposed by the President. 

“The Senate Agriculture and Forestry Committee reported a realistic, modern 
farm bill early in the second session of Congress. Some of the high lights of the 
measure were: 

“First. Abundant production would be assured. 

“Second. Agricultural income would be maintained on a flexible parity base. 


’ 
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“Third. Marketing procedures would be improved. 

“Fourth. Production quotas, marketing agreements, and crop loans would be 
worked out. r 

“Fifth. Conservation practices would be encouraged. 

“Sixth. Farm cooperatives would be strengthened. 

“These provisions indicated that the Senate committee had closely followed 
resident ‘Truman's recommendations. 

“The Senate passed this farm program that followed most of President Tru 
man’s suggestions. But the House refused to go along with the Senate in enact- 
ing a realistic farm program. 

“The result was that the farm legislation finally passed by Congress merely 
extended existing laws until June 30, 1950, and postponed a long-range farm 
program until that date.” 

The Cuarman. Let me state this, let us try to stick to the subject 
matter. 

Senator Kem. I will try to do that. 

The CHAIRMAN. Let us not get into political discussions here. Let 
us get at the facts. 

Senator Kem. I have been very careful to try to avoid that and I 
have not gotten into any political discussions. It has Been contrary 
to my intention. 

I want to deal strictly with the facts. 

Senator Arken. I think it has been made plain they tried to remove 
each other from office. 

Senator Kem. Let me say—— 

Secretary Brannan. That is none of my business. 

Senator Kem. In this investigation 1 appreciate very much the 
sympathy and the support that 1 have had from my Democrati 
brethren on the committee, and I am not unmindful of that and I an 
certainly, not going to do anything that not only would be unfair to 
them or would be a breach of good taste on my part, if I can help it. 

Secretary Brannan. I would just like to say with respect to your 
statment, Senator Aiken, that I am not engaged in trying to remove 
anybody from office. I think that is up to the electorate. 

Senator Kem. I would like to go on, Mr. Chairman, to the next 
item in the Secretary’s letter. It is the next item that has to do 
with price support ety ste paragraph 6. It has to do with the 
vote on October 4, 1949, on the farm price support, S. 2522. 

The synopsis on that bill is this vote on Young- Russell amendment 
which provided that 90 percent of parity shall be mandatory when 
producers are under either acreage control or quotas and it applied 
on the basic farm commodities, cotton, corn, wheat, rice, and peanuts. 
Under the bill tobacco was supported at JU percent. 

The Anderson bill provided mandatory price supports for the basi: 
commodities for the first year when under either acreage allotments 
or marketing quotas at 90 percent of parity and in all other years 
between 90 and 75 percent, 

The action was, amendment was rejected. 

And I ask that the record show the vote on that amendment which 
was, 37 yeas and 38 nays. 
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The CHarrmMan. Without objection, it is so ordered. 
(The record vote is as follows:) 


Exnuieir No. 101 


Subject : Farm price support—(S. 2522). ’ 
Synopsis: Vote on Young-Russell amendment which provided that 90 percent of 
parity shall be mandatory when producers are under either acreage control 
or quotas, and it applied to the basic farm commodities—cotton, corn, wheat, 
rice, and peanuts. Under the bill tobacco was supported at 90 percent. The 
Anderson bill provided mandatory price supports for the basic commodities 
for the first year when under either acreage allotments or marketing quotas at 
90 percent of parity and in all other years between 90 and 75 percent. See 
votes Nos. 209, 210, and 215 on this amendment. 
ion: Rejected. (Agreed to Vote No. 210—rejected Vote No. 215.) 
[Excerpts from the Congressional Record, October 4, 1949, p. 14067] 

Mr. YounG. Mr. President, on behalf of the Senator from Georgia [Mr. Russell] 
and myself I offer the amendment which I send to the desk and ask to have 
stated. 

The Vice Presmpent. The amendment offered by 


the Senator from North 
Dakota will be stated. 

The LEGISLATIVE CLERK. On page 3, beginning with the word “immediately” in 
line 6, it is proposed to strike out down to and including the word “effect” in 
line &, 

Mr. RusSety. Mr. President, I ask for the yeas and nays. 

The yeas and nays were ordered. 

The Vice Presipent. The question is on agreeing to the amendment offered 
by the Senator from North Dakota [Mr. Young] for himself and the Senator 
from Georgia [|Mr. Russell] On this question the yeas and nays have been 
ordered, and the Secretary will call the roll, 

Che legislative clerk called the roll 

Mr. Myers. I announce that the Senator from New Mexico [Mr. Chavez] and 
the Senator from West Virginia |Mr. Neely] are detained on official business 

The Senator from Louisiana [Mr. Ellender] is absent because of a death in 
his family. 

The Senator from 
Humphrey], the Senator from Rhode Island [Mr. Leahy], and the Senator 
from Alabama [Mr. Sparkman] are absent on public business. 

The Senator from Nevada |Mr. McCarran] and the Senator from Maryland 
[Mr. Tydings ] are absent by leave of the Senate on official business 

I announce that on this vote the Senator from Alabama [Mr. Sparkman] who 
would vote “yea” if present, is paired on this vote with the Senator from New 
York [Mr. Dulles], who would vote “nay,” if present. 
on this vote the Senator. from West Virginia [Mr. 
if present, is paired on this vote with the Senator 


Delaware [Mr. Frear], the Senator from Minnesota [Mr. 


I announce further that 
Neely]. who would vote “yea” 
from Ohio [Mr. Taft], who would vote “nay” if present. 

I also announce that on this vote the Senator from Minnesota [Mr. Humphrey], 
who would vote “vea” if present, is paired on this vote with the Senator from 
New Jersey [Mr. Smith], who would vote “nay” if present. 

Mr. SALTONSTALL. I announce that the Senator from Maine [Mr. Brewster], 
the Senator from Massachusetts [Mr. Lodge], the Senator from Kansas | Mr. 
Reed], and the Senator from Michigan [Mr. Vandenberg] are absent by leave of 
the Senate. 

The Senator from New Hampshire [Mr. Tobey] is necessarily absent. If 
present and voting, the Senator from New Hampshire would vote “nay.” 

The Senator from Indiana [Mr. Jenner] is absent by leave of the Senate be- 
cause of illness in his family. 

The Senator from Nevada [Mr. Malone] and the Senator from California 
[Mr. Knowland] are absent on official business. 

The Senator from Ohio [Mr. Taft], who is necessarily absent, is paired with 
the Senator from West Virginia [Mr. Neely]. If present and voting the Senator 
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from Ohio would vote “nay” and the Senator from West Virginia would vot: 
“yea.” 

The Senator from New York [Mr. Dulles], who is absent by leave of th: 
Senate, is paired with the Senator from Alabama [Mr. Sparkman]. If present 
and voting, the Senator from New York would vote “nay,” and the Senator fro 
Alabama would vote “yea.” 

The Senator from New Jersey [Mr. Smith] is absent on official business with 
leave of the Senate and is paired with the Senator from Minnesota [Mr. Hum 
phrey]. If present and voting, the Senator from New Jersey would vote “nay, 
and the Senator from Minnesota would vote “yea.” 

The result was announced—yeas 37, nays 38, not voting 21, as follows: 


[Vote No, 207] 
YEAS—37 


Butler *Johnson, Texas *Murray 
*Connally * Johnston, South Carolina *Mvers 
Cordon *Kefauver *(O’ Mahoney 
*Downey *Kerr *Pepper 
*Eastland Langer *Russell 
Ecton *Long *Stennis 
*Fulbrigcht McCarthy *Taylor 
*George *McClellan *Thomas, Oklahoma 
Gurney *McFarland Watkins 
*McKellar Wiley 
*Maybank Young 
*Miller 
Colorado Mundt 


NAYS—38 


Aiken *Gillette Martin 
* Anderson *Graham Millikin 
Baldwin *Green Morse 
Bricker Hendrickson *O’Conor 
Bridges Hickenlooper *Robertson 
*Byrd * Hoey Saltonstall 
Cain *Holland ey 
Capehart Ives Smith, Maine 
oChapman Kem * Thomas, Utah 
Donnell *Kilgore Thye 
* Douglas *Lucas Williams 
Ferguson *McMahon *Withers 
Flanders *Magnuson 
NOT VOTING—21 

Brewster Knowland Smith, New Jersey 
*Chavez * Leahy *Sparkman 
Dulles Lodge Taft 
*Ellender *McCarran Tobey 
*Frear Malone *Tydings 
*Humphrey * Neely Vandenberg 
Jenner Reed Wherry 


*Democrats ; Republicans unmarked. 


So ,the amendment offered by Mr. Young, for himself and Mr. Russell, was 
rejected. 


Republicans Democrats 
(43) (53 


Analysis of vote 
Ye as (37 
N iys 38 
Not voting (21 

Positions of Senators not voting: 
Paired—‘“‘yea . . 
Paired—‘“nay”’ 
Not paired— Position “nay” 
Not paired— No position 


1 Dulles, Smith of New Jersey, Taft. 

2 Tobey 

3 Brewster, Jenner, Knowland, Lodge, Malone, Reed, Vandenberg, Wherry 
¢ Humphrey, Neely, Sparkman. 

‘ Chavez, Ellender, Frear, Leahy, McCarran, Tydings. 








I 
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Senator Arken. This paragraph 6 relates to the Agricultural Act 
of 1949; does it not ? 

Senator Kem. I think so. 

Now, I call your attention, Mr. Secretary, to the fact that in joining 
the majority of 38 nays I voted the same way as Senators Aiken, Byrd, 
Chapman, Douglas, Gillette, Graham, Green, Hoey Holland, Kilgore, 
Lucas, McMahon, Magnuson, O’Conor, Robertson, Thomas, ‘hye, 
Hickenlooper, Capehart, and others who might be mentioned. 

Do you consider that I voted against the farmers’ need on that 
amendment ¢ 

Secretary Brannan. Yes, sir. That is one of the examples I cited. 

Senator Kem. Do you consider that the other Senators whose names 
[ have just read, also voted against the farmers’ need on that occasion ? 

Secretary Brannan. That was my opinion, sir, and that the Sena- 
tors who voted for it, voted for the farmers’ need. 

Senator Kem. And that is still your opinion ¢ 

Secretary Brannan. Yes, sir. 

Senator Arken. May I come in there? 

Senator Kem. Yes, sir. 

Senator Arken. If the legislation which I supported, although the 
Young-Russell amendment required a mandatory 90-percent price 
support for basic crops was defeated, will you tell the committee, Mr. 
secretary, what support level for the basic crops was that vear 1949? 

Secretary Brannan. It was 90 percent of parity. 

Senator A1rKkeN. Exactly. 

Secretary BRANNAN. Yes. 

Senator ArkeNn. Therefore, the Young-Russell amendment was 
completely unnecessary in order for you to support prices at 90 per- 
cent of parity, and it still is. 

Secretary Brannan. Well now, Senator—— 

Senator Arken. And I want to commend you for supporting them 
at a good level. 

Secretary Brannan. Yes, but this is basic to the whole discussion 
here. You say repeatedly that there is no need to remove the sliding 
scale because the present Secretary will support at 90 percent of 
parity, yet here is Senator Kem trying to get me fired every day. 
What if Senator Kem got his wish and we got an “Allan Kline” nom- 
inated Secretary of Agriculture—do you think we would be support- 
ing prices at 90 percent of parity’ We would be at the very bottom 
of things. 

Senator Arken. I cdo not know that we would be, but I think it 
would be time for the Congress to act. When the time comes that 
the Congress does not have confidence enough in the Secretary of 
Agriculture so that they have to legislate every little detail as to how 
he is to act, then our country would be in even worse trouble than 
it is now. 

Secretary Brannan. A lot of things could happen to me besides 
what Senator Kem wants. I could die, could get hit by a truck and 
all sorts of things. 

Senator Arken. Mr. Secretary, you have got to have confidence in 
the men who run the executive branch of the Government. If you 
do not have confidence in them, you do not have any peace of mind 
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yourself, and there are a lot of people without peace of mind these 
days, I will admit that, but you have got to have confidence in thx 
people who run the executive branch of the Government, and tly 
Department of Agriculture, and when the times comes when the 
majority of the people do not have confidence then they have a con 
stitutional method of changing these and getting some more in. They 
may get some in that are not good. 

Secretary BRANNAN. Sure. 

Senator Arken. But, certainly, the law as it is today gives thx 
Secretary of Agriculture the fullest authority to support prices up 
to 90 percent and as much higher as is necessary to get productio 
which is needed for the good of the country. 

Secretary Brannan. And you have a Secretary who is willing to 
do it and Senator Kem wants him fired. 

The Cuatrman. All right, Senator Kem, what is next? 

Senator Kem. Of course, Mr. Chairman, that is not the issue her 
and that was not the ground on which I asked for the removal 
the Secretary. 

The Cuatrman. I think the record will stand as to what ts tl 
issue. 

Senator Kem. The next item I would like to take up is x m 7 of 
the Secretary's letter and has to do with farm pr ice nt, se YoO22 
The synopsis on that is the second vote on the Youn nh, am 

amendment re parity at 90 percent. 

The action was agreed to. 

I ask that the record show the vote on that second vote which was 
yeas 37, nays 57 

Senator Anperson. It wag a tie vote. 


Senator Kem. Yes, veas 37 and nays 37. I invite attention to t] 
fact that it be made a part of the record. 

The Cuarrman. Yes, sir, without objection it is so ordered. 

(The record vote is as follows :) 


Exnipir No. 102 


Subject: Farm Price Support—(S. 2522). 

Synopsis: Second vote on the Young-Russell amendment reparity at 90 percent 
See vote No, 207 for analysis of this amendment. Also see votes Nos. 209 
215. See statement of Vice President on his deciding vote. 

Action: Agreed to. 


[Excerpts from the Congressional Record, October 4, 1949, p. 14081] 


The Vice Prestpent. The question recurs on agreeing to the amendment offer 
by the Senator from North Dakota [Mr. Young] for himself and the Senat 
from Georgia [Mr. Russell]. 

Mr. Lucas. Mr. President, I ask for the yeas and nays 

The yeas and nays were ordered, and the legislative clerk proceeded to « 
the roll. 

Mr. Witey (when his name was called). I have a pair with the distinguished 
junior Senator from New York [Mr. Dulles]. If he were present he would vot 
“nay.” If I were at liberty to vote I would vote “yea.” I therefore withh 
my vote 

The roll call was concluded. 

Mr. Myers. I announce that the Senator from New Mexico [Mr. Chave 
and the Senator from Maryland [Mr. O’Conor] are absent on official business 

The Senator from Louisiana [Mr. Ellender] is absent because of a death 
his family. 
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The Senator from Delaware [Mr. Frear], the Senator from Rhode Island 
(Mr. Leahy], and the Senator from Alabama [Mr. Sparkman] are absent on 
public business. 

The Senator from Nevada [Mr. McCarran] and the Senator from Maryland 
(Mr. Tydings] are absent by leave of the Senate on official business. 

The Senator from Utah |Mr. Thomas] is necessarily absent. 

The Senator from Alabama [Mr. Sparkman] is paired on this vote with the 
Senator from Utah [Mr. Thomas]. If present and voting, the Senator from 
Alabama would vote “yea,” and the Senator from Utah would vote “nay.” 

Mr. SALTONSTALL. I announce that the Senator from Maine [|Mr. Brewster], 
the Senator from Massachusetts [Mr. Lodge], the Senator from Kansas [Mr. 
Reed], and the Senator from Michigan [Mr. Vandenberg] are absent by leave 
of the Senate. 

The Senator from Ohio [Mr. Taft] and the Senator from New Hampshire 
{[Mr. Tobey] are necessarily absent. If present and voting, the Senator from 
Ohio [Mr. Taft] and the Senator from New Hampshire [Mr. Tobey] would each 
vote “nay.” 

The Senator from Indiana [Mr. Jenner] is absent by leave of the Senate be 
cause of illness in his family. 

The Senator from California [Mr. Knowland] and the Senator from Ohio 
{Mr. Bricker] are absent on official business. 

The Senator from New Jersey [Mr. Smith] is absent on official business with 
leave of the Senate. If present and voting, the Senator from New Jersey 
would vote “nay.” 

The Senator from New York [Mr. Dulles] is absent by leave of the Senate, 
and his pair has been previously announced by the Senator from Wisconsin 
{[Mr. Wiley ]. 

The yeas and nays resulted——yeas 37, nays 37, as follows: 


[Vote No. 210] 
YEAS—37 


Butler * Johnson, Texas *Murray 
*Connally *Johnston, South Carolina *Neely 
Cordon *Kefauver *O' Mahoney 
*Downey rr *Pepper 
Ecton ‘ 4 *Russell 
*Fulbright ong *Stennis 


*(eorge 

Gurney 

*Havyden 

*Hill 

*Humphrey 

*Hunt 

* Johnson, Coloradk 


Aiken 
*Anderson 
Baldwin 
Bridges 
*Byrd 
Cain 
Capehart 
*Chapman 
Donnell 
*Douglas 
*Fastland 
Ferguson 
Flanders 


Brewster 
Bricker 
*Chavez 
Dulles 
*Ellender 
*Frear 
lenner 
Knowland 


*McClellan 
*MeFarland 
*McKellar 
Malone 
*Maybank 
Mundt 


NAYS-—37 


*Gillette 
Graham 
*Green 
Hendrickson 
Hickenlooper 
* Hoey 
*Holland 
lves 

Ken 
*hKilgore 
*Lucas 
*McMahon 
*Magnuson 


NOT VOTING—22 


*Leahy 

Lodge 

*McCarran 

*() Conor 

Reed 

Smith, New Jersey 
*Sparkman 

raft 


*Democrats ; Republicans unmarked. 


*Taylor 


*Thomas, Oklahoma 


Watkins 
*Withers 
Young 


Martin 


*Miller 


Millikin 
Morse 


*Myers 
*Robertson 


Saltonstall 
Schoeppel 
Smith, Maine 
Thye 


Williams 


*Thomas, Utah 
Tobey 


*Tydings 


Vandenberg 
Wherry 
Wiley 


The Vice PRESIDENT. On this question the yeas are 37 and the nays are 37. 
Before voting, the Chair would like to ask the Senate for the privilege of doing 
what a Senator may not do, and that is to explain his vote. 
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The position of the Chair heretofore has been in favor of support at 90 pe 
cent. In every speech he made last year he declared the same position. HH 
cannot now repudiate it and, therefore, votes “yea.” [Applause.] 

So the amendment offered by Mr. Young for himself and Mr. Russell was agre« 
to. 


Republicans Democrat 


(43) 


Analysis of vote 
"eas (37 : . 
Nays 37 aie 
Not voting (22 

Positions « ‘ Senators not voting 
Paired—‘“‘yea”’ 
Paired—‘“‘nay”’ 
Not paired— Position “nay”’ 
Not paired—No position 


1 Wiley 

? Dulles 

3 Smith of New Jersey, Taft, Tobey. 

4‘ Brewster, Bricker, Jenner, Knowland, Lodge, Reed, Vandenberg, Wherry. 
' Thom is cl tal 

? Chavez, Ellen jer, Frear, Leahy, McCarran, O’Conor, Tydings. 

Senator Kem. I invite attention to the fact, too, that in my vote o: 
that occasion I voted the same way as did Senators Aiken, Anderson, 
Byrd, Chapman, Douglas, Eastland, Gillette, Graham, Green, Hicken 
looper, Hoey, Holland, Kilgore, Lucas, McMahon, Magnuson, Miller, 
Millikin Morse, Myers, Robertson, Thye, and others. 

I will ask you, Mr. Secretary, was I voting against what the farmers 
needed on that occasion ¢ 

Secretary Brannan. I think that the bill as passed by the one vot: 
was in the farmers’ interest, yes, sir, and so did one-half-—— 

Senator Kem. And that I voted against what the farmers needed ‘ 

Secretary Brannan. That was my opinion, Senator, that was the 
opinion of the other 37 people who voted the other way. 

Senator Kem. But all 37 who voted against it were voting against 
the farmers’ need ¢ 

Secretary Brannan. Well, now, you are trying to create a divisio1 
between me and the other Senators. Let me again remind you that 
they had a right to vote as they saw fit on that bill, and inasmuch as you 
usked for a documentation of my expression of opinion I am citing 
this as one of the examples. On every bill that comes before tl: 
Congress there are people on both sides of it. The fact that they 
vote one way or the other does not say that they are bad men or good 
men, either way. They are voting their convictions. I have a right 
to my convictions, too. And I expressed them in the context of you 
expression of being an authority on who should be Secretary of 
Agriculture. 

Senator Kem. Let me say that I did not create any difficulty be 
tween you and any other Senators. If any diffic ‘ulty exists it is of you 
own making, because you have attacked my vote in these particular 
cases which is necessarily an attack on the Senators who voted as 
I did. 

Secretary Brannan. That is right. 

Senator Kem. So if there is any difficulty it is a difficulty that yo 
have made for yourself and I have had nothing to do with it. 
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Secretary Brannan. Let me say again that it is the cumulative 
effect of the votes. 

Senator Kem. Yes, we are going into every one of them so that the 
cumulative effect wil Ibe shown in the record. 

Secretary BranNAN. Yes, sir. 

Senator Kem. All right. Mr. Chairman, I would like to take up 
next the price-support item, paragraph 8 of the Secretary’s letter of 
June 1l. That is S. 2522. 

And the synopsis reads, third vote on Young-Russell amendment as 
modified to make 90 percent of parity price support mandatory on 
all basic crops for which marketing quotas or acreage allotments are 
in effect. 

I would like to make as a part of the record the vote on that amend- 
ment which was yeas 26, nays 45. 

The CuarrMan. It is so ordered, without objection. 

(The record vote is as follows:) 


Exur1Bit No. 108 


Subject: Farm Price Support—(S, 2522). 

Synopsis: Third vote on Young-Russell amendment as modified to make 90 
percent of parity price supports mandatory on all basic crops for which mar- 
keting quotas or acreage allotments are in effect. See vote No. 207 for further 
explanation as well as votes Nos. 209 and 210 on the same subject. 

Action : Rejected. 


[Excerpts from the Congressional Record, Oc.ober 7, 1949, p. 14388] 


Mr. Young. Mr. President, on behalf of myself and the junior Senator from 
Georgia [Mr. Russe..], I send to the desk an amendment to Senate bill 2522 and 
ask for its immediate consideration. 

The PRESIDING Orricer. The clerk will state the amendment. 

The L&GISLATIVE CLERK. In the committee amendment, on page 3, line 3, after 
“(1),” it is proposed to insert “(A).” 

On page 3, between lines 8 and 9, it is proposed to insert the following: 

‘(B) The level of support to cooperators shall be 90 percent of the parity 
price for a crop of any basic agricultural commodity for which marketing quotas 
are in effect.” 

Mr. Munpr. I offer that as an amendment to the Senator's amendment, if he 
will accept it, that the words “or acreage control” be added. 

Mr. Younae. I accept the amendment. 

The PRESIDING OFFICER. Does the Senator from North Dakota accept the modi 
fication proposed by the Senator from South Dakota? 

Mr. Younc. Yes. 

The PResipING Orricer. And thereby modifies his amendment to that extent? 

Mr. Younc. Yes. 

Mr. Russell, Mr. Wherry, and other Senators asked for the yeas and nays. 

The yeas and nays were ordered. 

The Vice PRESIDENT. The question is on agreeing to the amendment offered by 
the Senator from North Dakota |Mr. Young] and the Senator from Georgia | Mr. 
Russell]. The yeas and nays have been ordered on the amendment. As many 
as favor the amendment will answer “yea” as their names are called. Those 
opposed will answer “nay.” The clerk will call the roll. 

The legislative clerk proceeded to call the roll. 

Mr. Bur_er (when his name was called). On this vote I have a pair with the 
senior Senator from New York [Mr. Dulles]. If he were present, he would 
vote “nay.” If I were permitted to vote, I would vote “yea.” I withhold my 
vote, 

Mr. CHAPMAN (when his name was called). On this vote I have a pair with 
my colleague, the junior Senator from Kentucky [Mr. Withers]. If he were 
present, he would vote “yea If | were permitted to vote, I would vote “nay.” 
I withhold my vote. 
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Mr. McKeciar (when his name was called). On this vote I have a pair with 
the senior Senator from Louisiana [Mr. Ellender]. If he were present, he would 
vote “nay.” If I were permitted to vote, I would vote “yea.” I withhold my 
vote, 

Mr. McCartruy (when his name was called). On this vote I have a pair with the 
senior Senator from Ohio [Mr. Taft]. If he were present, he would vote “nay.’ 
If I were permitted to vote, I would vote “yea.” I withhold my vote. 

Mr. Keravuver (when his name was called). On this vote I have a pair with 
the junior Senator from Iowa [Mr. Gillette]. If he were present, he would vote 
“nay.” If I were permitted to vote, I would vote “yea.” I withhold my vote. 

The roll call was concluded. 

Mr. Myers. I announce that the Senator from Louisiana [Mr. 
absent because of a death in his family. 

The Senator from Delaware [Mr. Frear], the Senator from Nevada [Mr. 
McCarran], the Senator from Alabama [Mr. Sparkman], and the Senator from 
Maryland [Mr. Tydings] are absent by leave of the Senate on official business. 

The Senator from Iowa [Mr. Gillette] is absent because of illness. 

The Senator from Kentucky [|Mr. Withers] is absent on public business. 

On this vote the Senator from Alabama [Mr. Sparkman], who would vot: 
“vea”’ if present, is paired with the Senator from Vermont [Mr. Flanders], who 
would vote “nay” if present. 

I announce also that on this vote the Senator from California [Mr. Downey 
who is detained on official business, is paired with the Senator from Maryland 
{Mr. Tydings]. If present and voting, the Senator from California would vote 
“vea,” and the Senator from Maryland would vote “nay.” 

I announce further that on this vote the Sénator from Florida [Mr. Pepper], 
who is detained on official business, is paired with the Senator from New Hamp 
shire [Mr. Bridges]. If present and voting, the Senator from Florida would 
vote “yea,” and the Senator from New Hampshire would vote “nay.” 

(Announcements continued on reverse side.) 


Ellender |] is 


The result was announced—yeas 26, nays 45, as follows: 


*Connally 

Ecton 

*Fulbright 

*Ceorge 

Gurney 

*Hill 

*Humphrey 

*Johnson, Texas 
*Johnston, South Carolina 


Aiken 
* Anderson 
ildwin 
> 


apehart 
havez 
ordon 
Donnell 
*Douclas 
*Eastland 
Ferguson 
*Graham 
*Creen 


*Hayden 


B 
B 
c 
c 
‘ 

c 


[ Vote No. 215) 


YEAS—26 


*Kerr 
Langer 
*Long 
*McClellan 
*McFarland 
Malone 
*Maybank 
Mundt 
*Murray 


NAYS 


Hendrickson 
Hickenlooper 
* Hoey 
*Holland 
*Hunt 
lves 
* Johnson, Colorado 
Kem 
*Kilgore 
Knowland 
* Leahy 
Lodge 
*Lucas 
*MceMahon 
*Magnuson 


NOT VOTING— 


*Frear 
*Gillette 
Jenner 
*Kefauver 
*McCarran 
MeCarthy 
*McKellar 
*Pepper 


Reed 


*Democrats ; Republicans unmarked. 


25 


*Neely 

*Russell 

*Stennis 

*Taylor 

*Thomas, Oklahoma 
Wherry 
Wiley 
Young 


Martin 
*Miller 
Millikin 
Morse 
*Myers 
*('Conor 

*O’ Mahoney 
*Robertson 
Saltonstall 
Schoeppel 
Smith, Maine 
*Thomas, Utah 
Thye 
Watkins 
Williams 


Smith, New Jersey 
*Sparkman 

Taft 

Tobey 
*Tydings 

Vandenberg 
*Withers 
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So the amendment offered by Mr. Young for himself and Mr. Russell was 
rejected. 

Mr. SALTONSTALL. I announce that the Senator from Maine [Mr. Brewster], the 
Senator from Kansas |Mr. Reed], and the Senator from Michigan [Mr. Vanden- 
berg] are absent by leave of the Senate. 

The Senator from Ohio [Mr. Bricker] is absent on official business with leave 
of the Senate. If present and voting, the Senator from Ohio [Mr. Bricker] 
would vote “nay.” 

The Senator from New York [| Mr. Dulles] is absent by leave of the Senate, and 
his pair has been previously announced by the Senator from Nebraska [Mr. 
Butler}. 

The Senator from Vermont [Mr. Flanders], who is absent on official business 
with leave of the Senate, is paired with the Senator from Alabama [Mr. Spark- 
man}. If present and voting, the Senator from Vermont would vote “nay,” and 
the Senator from Alabama would vote “yea.” 

The Senator from New Jersey [Mr. Smith] is absent on official business with 
leave of the Senate. If present and voting, the Senator from New Jersey would 
vote “nay.” 

The Senator from New Hampshire [Mr. Tobey] is necessarily absent. If 
present and voting, the Senator from New Hampshire would vote “nay.” 

The Senator from New Hampshire [Mr. Bridges], who is absent because of 
illness, is paired with the Senator from Florida [Mr. Pepper]. If present and 
voting, the Senator from New Hampshire would vote “nay,” and the Senator from 
Florida would vote “yea.” 

The Senator from Indiana [Mr. Jenner] is absent on official business. 

The Senator from Ohio [Mr. Taft] is necessarily absent, and his pair has been 
previously announced by the Senator from Wisconsin [Mr. McCarthy]. 





nape Democrats (53) 


Analysis of vote 
Yeas (26 
Nays (45) 

Not voting (25) 

Positions of Senators not voting 
Paired—“‘yea” 
Paired—“nay”’ 

Not paired— Position “‘nay"’ 
Not paired—No position 


Butler, McCarthy 
? Bridges, Dulles, Flanders, Taft 
? Bricker, Smith of New Jersey, Tobey 
‘ Brewster, Jenner, Reed, Vandenberg 
‘ Downey, Kefauver, McKellar, Pepper, Sparkman, Withers. 
‘Chapman, Ellender, Gillette, Tydings 
’ Frear, McCarran. 


Senator Kem. I would like to set out the names there. I would 
like now to invite attention to the fact that in voting “nay” I voted the 
same way as did Senators Aiken, Anderson, Byrd, Chavez, Douglas, 
Eastland, Graham, Green, Hayden, Hickenlooper, Hoey, Holland, 
Hunt, Johnson of Colorado, Kilgore, Knowland, Lodge, Lucas, Mc- 
Mahon, Magnuson, Miller, Millikin, Myers, O’Conor, O’Mahoney, 
Robertson, Thomas of Utah, and Thye. 

The Cuamman. I have not heard my name mentioned in a long 
time, Senator. Was I absent? 

Senator Kem. I think you were absent. 

Mr. Secretary, I would like to ask if in voting as did those Senators, 
I was voting against the farmers’ need ? 

Secretary Brannan. I thought that the majority in that case were 
on the right side of the issue, yes, sir. 

Senator Anperson. The majority? 


20554—5: pt. 2——71 
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Senator Kem. The majority were 45 to 26. Why did you castigate 
me in my letter if you thought I was right ¢ 

Secretary Brannan. Well, change the word “majority” to “minor 
ity,” excuse me. 

Senator Kem. You will admit that I was in pretty good company 
when I joined the majority that day? 

Secretary Brannan. | admit that the people who were against you 
were good company, too. 

Senator Kem. But you would say that those who voted “no” were 
voting against the farmers’ need ? 

Secretary Brannan. As a matter of fact, Senator, let us get it 
clear here that the fact you are in the Senate puts you in good com 
pany. They are on opposite sides of all kinds of issues every day. 
And that does not mean that any of them are bad people and you 
are not going to put words in, any derogatory inferences about the 
people who vote contrary to the way I feel about some of these issues. 

Senator Kem. I do not want to put in your mouth any words. | 
merely want to repeat what you said that I voted against the farmers’ 
need on that occasion. And it necessarily follows that the 44 Senators 
who joined me, also, voted against the farmers’ need on that occasion. 

Secretary Brannan. You asked for my opinion. 

Senator Kem. Yes, and that they voted against the farmers’ need ! 

Secretary Brannan. My opinion is that you at one time or another 
have been against the farmers’ interests, and I still maintain thas 
opinion, and it is a cumulative sort of thing. And this is one of the 
items which go to make up the total opinion. 

Senator Kem. You keep repeating that, Mr. Secretary. I will 
assure you that we are going to go into all of these items. Do not 
worry about that. We are going to take them all up, the entire 
record will be laid bare. 

What I am asking you about is this vote on June 7, 1949, and you 
say that the 44 Senators who voted the same as I did were voting 
against the farmers’ need in your opinion? 

Secretary Brannan. In my opinion; if I had been there I would 
have voted the other way. 

Senator Kem. All right. Now then, the next item on the question 
of price support is the item No. 11 of your letter. 

Vote on February 27, 1950. Subject was cotton, peanut acreage 
allotments, and potatoes. House Joint Resolution 398. 

The vote on the Williams amendment proposed by Senator Wil 
liams and others which sought to reduce the support price on all 
so-called basic commodities by repealing effective immediately the 
rigid 90 percent support formula and making all agricultural com 
modities subject to the sliding seale of support levels set up in the 
Agricultural Adjustment Act of 1949. The so-called flexible formula 
would be effective at once, instead of January 1, 1952. 

I will ask, Mr. Chairman, to put in the record at this point the 
vote on that amendment. 
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The Cuamman. Without objection it is so ordered. 
(The record vote is as follows:) 


Exureir No. 104 


Subject : Cotton and Peanut Acreage Allotments and Potatoes—(H. J. Res. 398). 

Synopsis: Vote on Williams et al., amendment which sought to reduce the sup- 
port price on all so-called basic commodities by repealing, effective immedi- 
ately, the rigid 90 percent support formula and making all agriculture com- 
modities subject to the sliding scales of support levels set up in the Agricul- 
tural Adjustment Act of 1949. The so-called flexible formula would be effec 
tive at once instead of January 1, 1952. 

Action: Rejected. 


{Excerpts from the Congressional Record, February 27, 1950, p. 2424] 

Mr. WiLtiAMs. Mr. President, on behalf of the Senator from New York [Mr 
Ives], the Senator from Massachusetts [Mr. Saltonstall], the Senator from New 
Jersey [Mr. Hendrickson], and myself, I offer the amendment lettered H, which 
I send to the desk and ask to have stated. 

The Vice Presipent. The amendment will be stated. 

The Curer CLerK. At the appropriate place in the bill it is proposed to insert 
the following: 

That paragraphs (1) and (2) of subsection (dad) of section 101 of the Agri- 
cultural Act of 1949 (Public Law Numbered 439, Eighty-first Congress) are 
hereby repealed. 

Mr. WiitrAMs. On this amendment I ask for the yeas and nays. 

The veas and nays were ordered, and the legislative clerk proceeded to call 
the roll. 

Mr. HicKENLOoprER (when his name was called). On this vote, I have a pair 
with the senior Senator from Ohio [Mr. Taft]. I am informed that if he were 
present and voting, he would vote “yea.” If I were at liberty to vote, I would 
vote “nay.” I withhold my vote. 

The roll call was concluded. 

Mr. Myers. I announce that the Senator from New Mexico [Mr. Anderson], 
the Senator from Tennessee [Mr. Kefauver], the Senator from Arizona [Mr. 
McFarland], and the Senator from Florida [Mr. Pepper] are absent on public 
business. 

The Senator from Connecticut [Mr. Benton] and the Senator from Montana 
{[Mr. Murray] are necessarily absent. 

The Senator from Texas [Mr. Connally] is unavoidably detained on official 
business. 

The Senator from Iowa [Mr. Gilletté] and the Senator ¢rom Florida [Mr. 
Holland] are absent by leave of the Senate on official business. 

The Senator from Florida [Mr. Holland] is paired on this vote with the Sen- 
ator from Massachusetts [Mr. Saltonstall]. If present and voting, the Senator 
from Florida would vote “nay.” and the Senator from Massachusetts would 
vote “yea.” 

If present and voting, the Senator from New Mexico [Mr. Anderson], the 
Senator from Connecticut [Mr. Benton], the Senator from Texas [Mr Con 
nally], the Senator from Iowa [Mr Gillette], the Senator from Tennessee | Mr. 
Kefauver], and the Senator from Montana [Mr. Murray] would vote “nay.” 

Mr. Wuerry. I announce that the Senator from Vermont [Mr. Arken], the 
Senator from Missouri [Mr. Kem], the Senator from Massachusetts [Mr. Sal- 
tonstall], the Senator from Minnesota [Mr. Thye], and the Senator from North 
Dakota [Mr. Young] are absent by leave of the Senate. 

The Senator from Indiana [Mr. Capehart] and the Senator from Pennsylvania 
[Mr. Martin] are absent on official busines, 

The Senator from Vermont [Mr. Flanders], the Senator from Ohio [Mr. Taft}, 
and the Senator from Michigan [Mr. Vandenberg] are necessarily absent. 

The Senator from Ohio [Mr. Taft] is necessarily absent and his pair has been 
announced previously by the Senator from Iowa [Mr. Hickenlooper]. 
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The Senator from Massachusetts [Mr. Saltonstall] is paired with the Senator 


from Florida [Mr. Holland]. 


If present and voting, the Senator from Massa. 


chusetts would vote “yea” and the Senator from Florida would vote “nay.” 
The Senator from Missouri [Mr. Kem] is paired with the Senator from Min 


nesota [Mr. Thye]. 


vote “yea” a 


If present and voting, the Senator from Missouri would 
nd the Senator from Minnesota would vote “nay.” 


The result was announced—yeas 17, nays 59, as follows: 


Bricker 
Bridges 
*Byrd 
Cain 
Ferguson 
*Frear 


Brewster 
Butler 
*Chapman 
*Chavez 
Cordon 
Darby 
Donnell 
*Douglas 
*Downey 
Dworshak 
*EKastland 
Ecton 
*Ellender 
*Fulbright 
*George 
*Graham 
*Green 
Gurney 
*Hayden 
*Hill 


Aiken 
* Anderson 
*Benton 
Capehart 
*Connally 
Flanders 
*Gillette 


*Democrats ; 


[Vote No. 260] 
YEAS—17 


Hendrickson 
Ives 
Knowland 
odge 
*O'Conor 
*Robertson 


NAYS—59 


*Hoey 
*Humphrey 
*Hunt 
Jenner 
* Johnson, Colorado 
*Johnson, Texas 
*Johnston, South Carolina 
*Kerr 
*Kilgore 
Langer 
*Leahy 
*Lebman 
*Long 
*Lucas 
*McCarran 
McCarthy 
*McClellan 
*McKellar 
*McMahon 
* Magnuson 


NOT VOTING—20 


Hickenlooper 
*Holland 
*Kefauver 

Kem 
*McFarland 

Martin 
*Murray 


Republicans unmarked. 


Smith, New Jersey 
Tobey 
*Tydings 
Watkins 
Williams 


Malone 
* Maybank 
Millikin 
Morse 
Mundt 
*Myers 
* Neely 
*O'Mahoney 
* Russell 
Schoeppel 
Smith, Maine 
*Sparkman 
*Stennis 
*Taylor 
*Thomas, Oklahoma 
*Thomas, Utah 
Wherry 
Wiley 
* Withers 


*Pepper 
Saltonstall 
Taft 


Thye 
Vandenberg 
Young 


So the amendment offered by Mr. Williams, on behalf of himself and other 


Senators, was rejeeted. 


Republicans — 
(42) | Democrats 


Analysis of vote: 


Yeas (17) 
Nays (59 
Not voting (20) 

Positions of Senators not voting 
Paired— Position ‘‘yea’’ 
Paired-—— Position “‘nay”’ 
Not paired— Position “nay” 
Not paired—No position 


' Kem, Saltonstall, Taft. 
? Hickenlooper, Thye. 
§ Holland. , 

¢ Anderson, Benton, Connally, Gillette, Kefauver, Murray. 
§ Aiken, Capehart, Flanders, Martin, Vandenberg, Young. 
* McFarland, Pepper. 


Senator Kem. And I will ask you if you consider that that vote 
was against the farmers’ need, a vote for that amendment was against 


the farmers’ need ? 
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Secretary Brannan. I thought that it was wise on that occasion to 
postpone the operation of the sliding scale. 

Senator Kem. Those that voted in favor of the amendment were 
voting for the policy advocated by the American Farm Bureau, were 
they not? 

Secretary Brannan. Well, sir, of course, it certainly is obvious to 
you that I have found little to agree with the Farm Bureau on in a 
jong time. 

Senator Kem. They were also voting the policy advocated at that 
time by the National Grange, were they not? 

Secretary Brannan. I do not know, but I do not want to say that 
I have the same kind of differences or the magnitude of differences 
with the Grange that I do with the Farm Bureau or that the Farm 
Bureau has with me. 

Senator Kem. I notice among those Senators who voted the same 
way as I did there were such Senators as Byrd, Frear, O’Conor, Rob- 
ertson, Tydings. You would say they were pretty good Senators, 
would you not? 

Secretary Brannan. I have said that a dozen times to you today. 

Senator Kem. Now then, I would like to take up No. 12 which has 
to do with the price-support program. That was on the subject of 
cotton, peanut acreage allotments, and potatoes. House Joint Resolu- 
tion 398. The vote on the amendment of Williams and others was the 
same as the previous vote except that those provisions of the law re- 
lating to the support price on all so-called basic commodities were 
sought to be repealed January 1, 1951. That vote was rejected. 

I ask that the record show the vote on that. 


The Cuarrman. Without objection, it will be so ordered. 
(The record vote is as follows:) 


Exursir No. 105 


Subject: Cotton and Peanut Acreage Allotments and Potatoes—(H. J. Res. 398). 
Synopsis: Vote on Williams et al., amendment—same as analysis of previous 
vote No. 260—except that those provisions of the law relating to the support 
price on all so-called basic commodities were sought to be repealed January 

1, 1951. 

Action: Rejected. 
[Excerpts from the Congressional Record, February 27, 1950, p. 2424] 

Mr. WituraMs. Mr. President, I offer and send to the desk an amendment, on 
behalf of the Senator from New York [Mr. Ives], the Senator from Massachu 
setts [Mr. Saltonstall], the Senator from New Jersey [Mr. Hendrickson], and 
myself, to repeal paragraphs (1) and (2) of subsection (d) of section 101, effec- 
tive January 1,1951. Iask that the amendment be stated. 

The Vice Prestpent. The amendment will be stated. 

The Curer CLerK. At the appropriate place in the bill, it is proposed to insert 
the following: 

That paragraphs (1) and (2) of subsection (d) of section 101 of the Agricul 
tural Act of 1949 (Public Law No. 439, Sist Cong.), are hereby repealed effective 
January 1, 1951. 

The Vick PrREsIpENT. The question is on agreeing to the amendment offered by 
the Senator from Delaware |Mr. Williams] on behalf of himself and other 
senators, 

Mr. WILLIAMS and other Senators requested the yeas and nays. 

The yeas and nays were ordered, and the legislative clerk proceeded to call the 
roll 

Mr. HICKENLOOPER (when his name was called). On this vote, I have a pair 
with the senior Senator from Ohio [Mr. Taft]. If he were present and voting, I 
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am informed that he would vote “yea.” If I were at liberty to vote, I would vote 
“nay.” I withhold my vote. 

The roll call was concluded. 

Mr. Myers. I announce that the Senator from New Mexico {Mr. Anderson | 
the Senator from Tennessee [Mr. Kefauver], the Senator from Arizona [ ) 
McFarland], and the Senator from Florida [Mr. Pepper] are absent on publi 
business. 

The Senator from Connecticut [Mr. Benton] and the Senator from Montana 
[Mr. Murray] are necessarily absent. 

The Senator from Texas [Mr. Connally] is unavoidably detained on official! 
business. 

The Senator from Iowa [Mr. Gillette] and the Senator from Florida [Mr 
Holland] are absent by leave of the Senate on official business. 

The Senator from Florida [Mr. Holland] is paired on this vote with the Sen 
ator from Massachusetts [Mr. Saltonstall]. If present and voting, the Senator 
from Florida would vote “nay,” and the Senator from Massachusetts would yot 
“ven.” 

If present and voting, the Senator from New Mexico [Mr. Anderson], thé 
Senator from Connecticut [Mr. Benton], the Senator from Texas | Mr. Connally 
the Senator from Iowa [Mr. Gillette], the Senator from Tennessee [Mr. Kefau 
ver], and the Senator from Montana [Mr. Murray] would vote “nay.” 

Mr. Wrerry. I announce that the Senator from Vermont [Mr. Aiken], th: 
Senator from Missouri [Mr. Kem], the Senator from Massachusetts [Mr. Salton 
stall], the Senator from Minnesota |Mr. Thye], and the Senator from North 
Dakota [Mr. Young] are absent by leave of the Senate. 

The Senator from Indiana [Mr. Capehart] and the Senator from Pennsylvania 
[Mr. Martin] are absent on official business. 

The Senator from Vermont [Mr. Flanders], the Senator from Ohio [Mr. Taft] 
and the Senator from Michigan |Mr. Vandenberg] are necessarily absent. 

The Senator from Ohio [Mr. Taft] is necessarily absent and his pair has been 
announced previously by the Senator from Iowa [Mr. Hickenlooper |. 

The Senator from Massachusetts [Mr. Saltonstall] is paired with the Senator 
from Florida [Mr. Holland). If present and voting, the Senator from Massachu 
setts would vote “yea,” and the Senator from Florida would vote “nay.” 

The Senator from Missouri [Mr. Kem] is paired with the Senator from Min 
nesota |Mr. Thye]. If present and voting, the Senator from Missouri would 
vote “yea,” and the Senator from Minnesota would vote “nay.” 

The Senator from Nevada [Mr. Malone] is detained on official business 

The result was announced—yeas 20, nays 55, as follows: 

[Vote No. 261] 

YEAS—20 
Bricker Hendrickson *Robertson 
Bridges Ives Smith, New Jersey 
*Byrd Knowland Tobey 
Cain Lodge *Tydings 
Cordon *McCarran Watkins 
Ferguson Morse Williams 
*Frear *O'Conor 

NAYS—55 


trewster *Hoey *Maybank 


sutler 
*Chapman 
*Chavez 
Darby 
Donnell 
*Touglas 
*Downey 
Dworshak 
*Fastland 
Ecton 
*Ellender 
*Fulbricht 
*George 
*Graham 
*(jreen 
Gurney 
*Hayden 
*Hill 


*Humphrey 
*Hunt 

Jenner 

* Johnson, Colorado 
* Johnson Tex is 

* Johnston, South Carolina 
*Kerr 
*Kilgore 

Langer 
*Leahy 
*Lehman 
*Long 
*Lucas 

MeCarthy 
*MeClellan 
*McKellar 
*McMahon 
*Magnuson 


Millikin 
Mundt 
*Mvyers 
*Neely 

*() Mahoney 
*Russell 
Schoeppel 
Sntith, Maine 
*Sparkman 
*Stennis 
*Taylor 
*Thomas, Oklahoma 
*Thomas, Utah 
Wherry 

Wiley 
*Withers 
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NOT VOTING 21 

Aiken Hickenlooper *Murray 
*Anderson *Holland *Pepper 
*Benton *Kefauver Saltonstall 

Capehart Kem Taft 
*Connally *McFarland Thye 

Flanders Malone Vandenberg 
*Gillette Martin Young 


*Democrats ; Republicans unmarked. 
So the amendment offered by Mr. Williams, on behalf of himself and other 
Senators, was rejected. 


Republicans Democrats 
42 5A) 


nalysis of vote: 
Yeas (20) 
Nays (55) 
Not voting (21 

sitions of Senators not votin 
Paired— Position “ yea 
Paired— Position ‘*nay”’ 
Not paired— Position “ 
Not paired— No positior 


Kem, Saltonstall, Taft. 

Hickenlooper, Thy 

Holland. 

‘ Anderson, Benton, Connally, Gillette, Kefauver, Murray. 

Aiken, Capehart, Flanders, Malone, Martin, Vandenberg, Young 
* McFarland, Pepper 

Senator Kem. Now, Mr. Secretary, in these seven places in your let- 
ter that we have just been going over you attack the principle of flex- 
ible price supports. Of course, as you know, I am for flexible price 
supports, 

Do you believe that you should decide what is best for the farmers, 
or do you believe that the Congress of the United States should decide 
what is best for the farmers ¢ 

Secretary Brannan. Well, I think the answer to that is so obvious 
that it hardly needs a reply. Of course, 1 do not presume to be exer- 
cising any legislative function. That is vested in the Congress by the 
Constitution. I think it is entirely correct and right. 

Senator Kem. The flexible provisions of the Agricultural Adjust- 
ment Act of 1949 have been the law ever since its passage, have they 
not ¢ 

Secretary Brannan. Well, I would assume so. 

Senator Kem. And they are based on the principle of flexible price 
supports, are they not ¢ 

Secretary Brannan. Well now, we are talking about a term here 
again. So far as I am concerned, my identification of the provisions 
which we have been talking about, to which I have objected, is the 
sliding scale. It is the provision that says you control the volume of 
production by reducing support prices. 

Senator Arken. What makes you— 

Secretary Brannan. It is the provision—it is the theory that you 
can control production by the price factor, and then when the farmers 
produce abundantly and bring their commodities to the market place 
that they must be encouraged to reduce production the next year by 
reducing the price in the market place. 
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Senator Arken. I want to ask the Secretary what makes you s 
sure that you are soon to be succeeded by somebody in the Secretary’ 
office who is going to use this flexible price-support program to the 
disadvantage of the farmers? 

What reason have you to believe that we will in the near futur 
have a Secretary of Agriculture who will not work in the interests o! 
the farmers, in other words, why are you so anxious to have the autho: 
itv or the duties of the Secretary of Agriculture written out in suc 
detail now? There must be some reason for it. 

Secretary Brannan. Well, Senator, I am not prepared to say wl) 
or how another person would act in any particular position, but I cd 
say this, that the philosophy and the theory that you control produ 
tion by reducing price in agriculture, that is, of agricultural commod 
itiesfi is both ineffective and unfair. 

Senator Arken. I think we have been through that a long time. 

Secretary Brannan. We have been through that many, many times. 
and that is my opinion. I do not know whether vou agree or disagre: 
with it, but—— 

The CuarrMan. It has been in the record many times. I do not se 
why we should argue about it. 

Senator Arken. Why are you so disturbed and so anxious to get 
rigid, high supports written into the law at this time when you alread) 
have full authority and have used it to maintain such supports’ 
What apprehension—what causes your apprehension ¢ 

Secretary BRANNAN. Well now, Senator, we are talking about his 
tory now. Senator Kem insisted that I document my attitude about 
previous votes. This does not indicate any anxiety. 

Senator AIKEN. | would say it does. 

You have no idea that you will ever abuse the authority granted 
by the flexible support program. You have no idea that the President 
will appoint a successor, in case you left office, who would abuse the 
authority granted to the office, have you? 

Secretary Brannan. No; but I do have a right to think, and you do 
too, sir, that if the Farm Bureau could influence the confirmation of a 
man who would act as I would act, they would fight as viciously as 
they know how to prevent the enactment of it. 

Senator Arken. You know that any organization that has so much 
influence with the Congress as to be able to name the officials of 
Government, that same organization, certainly, would have influenc: 
enough to make the laws that they want to make. That does not hold 
water. 

Secretary BRANNAN. I am not certain that that is true, because you 
confirm in the Senate, but you pass bills in the House and the Senate 
You see, the House follows generally what you might call the Hope 
approach. ; 

Senator Arken. The hopeful approach you mean. Do you think 
we might have an angellic House but a diabolic Senate ? 

Secretary BRANNAN. No, Senator, please quit putting words in my 
mouth. Senator Kem has got enough in there already. 

Senator Kem. I object to that statement. It is not true. 

Mr. Brannan, what was the vote in the Senate on the passage of the 
conference report on the Agricultural Act of 1949 which is the last 
legislative expression of this principle of flexible price supports? Do 














STORAGE AND PROCESSING ACTIVITIES OF CCC 2273 


you have that in mind‘ Refreshing your recollection, the vote was 46 
to 7. And I voted “yes.’ 

Is that not a rather definite expression by the Congress of its sup- 
port of the principle of flexible price supports 4 

Secretary Brannan. Well, now, Senator, I do not think I am suffi- 
ciently appraised of all of the circumstances there to give you an 
intelligent answer on that. 

Senator Kem. I have told you the circumstances. The vote was 46 
to 7. Do you not consider that a rather definite expression by the 
Congress, of the Congress on behalf of the legislation ¢ 

Secretary Brannan. No; I do not think it follows at all, Senator. 
There are many circumstances under which the legislation came to 
that point to be voted upon. Very often many people vote for a bill, 
even though it contains amendments which they do not agree with, 
and the final bill, which is the choice between no program and some 
program, very often carries much more overwhelmingly than does 
the vote on any particular amendment or provision of the bill. There 
fore, I do not think the citation you have just given here—— 

Senator Kem. You attach no importance to the vote. All right 
Mr. Secretary. 

Secretary Brannan. In that case; no sir. I think you have to put 
the rest of the facts in the record. 

Senator Kem. We have your idea. You employed in your letter to 
me, and you have on other occasions, the term “sliding scale.” 

Secretary BRANNAN. Yes, sir. 

Senator Kem. Is that for the purpose of poisoning people’s minds 
against the flexible price support provisions that exist in law? 

Secretary BRANNAN. Well, now, let me say categorically I never in 
my life used any phrase which I intended to be used as poisoning the 
people’s minds against anything. I have expressed my opinion about 
the legislation as forthrightly as I have known how and I disagree 
with the provisions of the sliding scale. That is all there is to it. 

Senator Kem. When you speak of “sliding,” does that not carry 
an inference that the prices are going down and not up? ' 

Secretary Brannan. No;oh,no. I donot think it does. It is not an 
inference, anyhow. The language of the law speaks for itself. 

Senator Aiken. When did you start to disagree with the flexible 
price supports ¢ 

Secretary Brannan. Well, Senator, publicly or as an expression of 
opinion of the Secretary, I do not know the first time. 

Senator Arxen. I would assume publicly or privately it would be 
the same time. I do not think you would think one thing and say 
another, would you ? 

Secretary Brannan. No, sir; but you remember now, and Senator 
Anderson will remember—— 

Senator Arken. I was wondering when the change of heart took 
place. 

Secretary Brannan. Let me try to answer in this way: When he 
was Secretary of Agriculture, Senator Anderson appointed a commit- 
tee on long-range policy and program. We discussed everything about 
the Department. Among the things which we discussed at great length 
was the price-support program. There were differences. of opinion 
in the Department then. There are differences of opinion among 
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economists today about what kind of price supports, levels of price 
supports, and many other things. Even back in those days the ques 
tion as to the effectiveness of sliding scale as a means of adequate 
price protection was under consideration. It was not then my pre 
rogative to express an opinion on the facts as you pointed out here, 
on this particular subject. That particular area was, if I remember 
correctly, Senator, delegated to C. C. Farrington for whose opinion 
L have a very high regard, too, although at times differing with it. 

Senator Hicken Loorrer. May I ask a question at that point! | 
would like to ask the Secretary whether there is a difference of opinio: 
within the Department today on the question of flexible price sup 
ports and sliding price supports or is the Department completely at 
one in this opinion ? 

Secretary Brannan. Well, now, I certainly would never ask the em 
ployees of the Department of Agriculture to stultify their persona! 
attitudes and views. These are professional people. They are en 
titled to their own opinions about everything. 

Senator Hicken.oorer. I understand that. I am merely asking a 
simple question. Is there a difference of opinion ¢ 

Secretary Brannan. I am getting to that, Senator Hickenlooper. 
I would say, if I understand the attitude of the economists generally 
in the Department they do not agree that the so-called sliding scale 
philosophy or theory will bring about reduction of production in the 
crops to which it is applied or is fair to farmers. That is my opinion. 

Senator Hicken Loorrer. That is not my question. My question is, 
is there a difference of opinion, not what they generally agree to o1 
what the cumulative attitude is—is there a difference of opinion with 
in the officials of the Department of Agriculture / 

Secretary Brannan. My opinion—my own feeling is that there is 
not, but if you wanted to get the correct answer to it, call all of the 
economists up here and line them up around this table and ask them 
That is the only way I would know how to do it. 

I do not take a poll in the Department. 

Senator HickenLoorer. I may suggest with full respect that as 
head of the Department of Agriculture it would appear to me that 
vou should know quite generally what the varied opinions of the sub 
stantial people in your Department might be. I am asking you a 
simple question. It is inconceivable to me that everybody is all one 
there. 

Secretary Brannan. No. Now let me just answer it again. I think 
there is no appreciable opinion in the Department of Agriculture 
which supports the sliding scale that I know of. I again point out to 
vou that there is a group of professional economists over there, and 
that if you got them lined up along the table there you might very 
readily develop that some of them thought this and some of them 
thought that about that. 

Senator Arken. Would they be permitted to say so, if they differed 
with you ? 

Secretary Brannan. So far as I am concerned they would, Senator. 

Senator Hickenvoorrer. Have they changed their minds? Be- 
cause manifestly in 1948, from the record and the testimony and from 
other testimony that I have heard in that period, there was quite a 
general support of the idea of sliding scales. 
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Secretary Brannan. I do not think that is right at all. 

Senator Hicken.Loorer. The record proves that. 

Secretary Brannan. I think that Senator Anderson will tell you 
that it was a heavy controversial subject among the economists in the 
Department. And I point out to you that the people, some of the 
people who held the views strongest are now out of the Department. 
And let me hasten to say that they were induced to leave the Depart- 
ment by the attraction of better jobs and better employment and 
nobody was fired. 

Senator Hickenvoorer. If it was highly controversial at that time, 
how do we have such a unanimous opinion now, apparently, in the 
Department against it ? 

Secretary Brannan. Because very properly and very rightly, Sen- 
ator Anderson had promulgated a very extensive study in the postwar 
atmosphere and in the initial discussions everybody was expressing 
their opinions widely, frankly, and thoroughly. As we have come 
along I think the opinions have begun to solidify and to come closer 
together. I think that is a natural thing. 

Senator A1rkEN. You have better coordination of thinking now then 
there was in those days; is that right ? 

Secretary Brannan. Well, if there is better coordination of think- 
ing it has come about as the result of the purely voluntary processes 
and wholly free processes under which the professional people are 
allowed to work. And any intimation that I pushed anybody into 
one attitude or another is not at all founded and I do not think can 
be sustained, if you would line them all up in here in this room today 
and start asking them. 

Senator Arken. Do you tell the committee that you never have 
expressed an opinion favoring flexible supports or sliding scale as you 
see fit to call it—do you say unequivocally you have never expressed 
any such opinion / 

Secretary Brannan. Senator, I say to you that I have used the 
term “flexible” a number of times, but that I have always used the 
term “flexible” in my mind as applicable to method, rather than 
applicable to pfice. 

Mavbe at some time or another a statement has been prepared con- 
taining some language which is subject to another interpretation. Any 
Cabinet officer who has to go into as many of these matters as the 
Secretary of Agriculture does may at some time have said something 
which can be interpreted otherwise. I am not going to make a catego- 
rical “Yes” or “No” answer, but if you have got it, let us hear it. 

Senator Arken. I do not have anything. I am asking for infor- 
mation. 

Senator Anperson. I would like to put in the record at this time a 
letter written by the Secretary to James Webb, under date of June 25, 
1948, which relates to the approval of the Hope-Aiken bill. 

Senator Arxen. Is there any reference to the support level ? 

Senator ANperson. The term “sliding scale” is not used very much, 
but it refers to a moving floor, ranging from 60 percent of parity when 
the total supply is more than 130 percent of the normal supply up to 90 
percent of parity when the total supply is less than 70 percent of the 
normal supply. And a discussion of that. And that the Secretary 
is authorized to support these things. I think we felt at that time, a 
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great many of us, at least, that although I was then out of the Depar: 
ment that this approach might have some good possibilities in it 
And I certainly would not want to try to commit everything that Mr 
Brannan has done as Secretary since that date at all. I think I shoul! 
add for the record that Mr. Brannan was appointed, when he was 
Assistant Secretary of Agriculture, to head the long-range planning 
and programing program and he was chairman of the committee, and 
he did what I thought he ought to do. He allowed the 25 or 30 people 
who were members of the group to express thir opinions. When they 
expressed their opinions they took a sort of majority poll and as chair 
man of that group he presented that, so that I am not trying to say that 
any testimony he gave in charge of that committee bound him in any 
way, for the program of sliding supports, but in this message whic! 
approved the Aiken bill and recommended the President to approve it, 
there are listed the provisions which Secretary Brannan then consid 
ered objectionable, and it does not refer in any way to the so-called 
sliding-scale provisions. 

Senator Arken. Does the Secretary recommend that the President 
approve the bill? 

Senator Anperson. Yes, he did. 

(The letter dated June 25, 1948, is as follows :) 


Exner No. 106 
: JUNE 25, 1948 
Hon. JAMes E. Wess, 
Director, Bureau of the Budget. 

Dear Mr. Wess: In reply to the request of your office the following report is 
submitted on the enrolled enactment, H. R. 6848, to authorize the Secretary «of 
Agriculture to stabilize prices of agricultural commodities, to amend section 
22 of the Agricultural Adjustment Act, reenacted by the Agricultural Marketing 
Agreement Act of 1937, and for other purposes. 

The bill combines the temporary extension of price-support provisions of H. k 
6348 as passed by the House of Representatives and the long-range price-support 
provisions of 8. 2818 as passed by the Senate. In title I this bill extends exis 
ing price-support legislation to basic commodities marketed before June 
1950, and with certain important modifications to Steagall commodities market: 
before January 1, 1950. Beyond these dates it enacts the parity and price su 
port provisions of the Aiken bill as title IT and title ITI. . 

Specifically, title I of the bill provides a 90 percent of parity support for coop 
erating producers of cotton, wheat, corn, tobacco, rice, and peanuts marketed 
before June 30, 1950. It also provides support at 90 percent of parity 
comparable prices for milk and its products, hogs, chickens, and eggs marketed 
before January 1, 1950, and Irish potatoes harvested before January 1, 14° 
Prices of other Steagall commodities of the mandatory group are to be sup 
ported until January 1950 at not less than 60 percent of parity or comparable 
price, nor more than the level at which the commodity was supported in 1! 

The price of wool is to be supported at not less than the 1946 average far 
price until June 30, 1950. 

Section 4 (b) of the Steagall amendment, which applies to commodities fo 
which price support is permissive rather than mandatory, is extended to Januar) 
1, 1950. 4 

In addition, title I revises section 22 of the Agricultural Adjustment Act to 
make possible the application of import quotas or fees on any agricultural co! 
modity if such imports may jeopardize the effectiveness of pricé-support opera 
tions. 

Title II of the bill amends the parity prices and income formulas, changes 
the definitions of carry-over, normal supply, and total supply for basic com 
modities which had been contained in the Agricultural Adjustment Act of 1958, 
and provides for a new set of support-price schedules and conditions for the 
period beginning January 1, 1950. 
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The new parity price formula keeps the same relationship between agri- 
cultural prices and industrial prices that existed during 1910 to 1914. The 
relationship among individual parity prices, however, is based on the actual 
average prices during the preceding 10 years. The new parity prices will 
generally be higher for livestock and livestock products, but lower on field 
crops. 

Title II provides a schedule of minimum price supports for the basic com- 
modities with a moving floor ranging from 60 percent of parity when the total 
supply is more than 130 percent of the normal supply up to 90 percent of parity 
when the total supply is less than 70 percent of the normal supply. Whenever 
acreage allotments or marketing quotas are in effect, the minimum support 
price provided in the schedule is automatically increased by 20 percent, but 
the support shall not exceed 90 percent of parity. It should be pointed out that 
this schedule of price supports is a minimum level, and that the Secretary has 
authority to support prices of these commodities up to 90 percent of parity. 

An exception is made in the case of tobacco, which is to be supported at 90 
percent of parity in any year in which marketing quotas are in effect. 

In the event that quotas on any basic commodity are disapproved by more 
than one-third of the affected producers voting in a referendum, the support 
level is set at 50 percent of parity for the commodity voted on. 

The Secretary is authorized to support prices of nonbasic commodities at any 
level up to 90 percent of parity, taking into consideration the ability and 
willingness of producers to keep supplies in line with demand and other such 
factors. Storable nonbasic commodities may be supported with the aid of 
regular Commodity Credit Corporation funds. Nonstorable nonbasic commod- 
ities can be supported only by means of section 32 funds and the Commodity 
Credit Corporation reserve for the postwar price support of agriculture. 

However, regular funds of the Corporation may be used to support the prices 
of nonstorable nonbasic commodities through operations with respect to storable 
commodities processed from such commodities. 

In addition, the Secretary is directed to support the price of wool at such a 
level not less than 60 percent or more than 90 percent of parity as he may con- 
sider necessary to encourage an annual production of 360 million pounds of 
shorn wool, and to support the price of Irish potatoes at not less than 60 per- 
cent nor more than 90 percent of parity with Commodity Credit Corporation 
funds. 

The Commodity Credit Corporation is directed not to sell any farm commodity 
owned or controlled by it at such levels as would substantially impair the effec- 
tiveness of current price support operations. Certain exceptions are provided 
to this directive. 

Title II provides conditions which must exist before marketing quotas may 
he proclaimed. Marketing quotas for corn, wheat, cotton, and rice may be 
proclaimed when it is estimated that the total supply for the marketing year 
n question will exceed the normal supply by more than 20 percent (8 percent 
in the case of cotton) or when the average farm price for three successive 
months of the preceding marketing year has been 66 percent of parity or less 
provided the supply is not less than the normal supply. In every year, the 
Secretary is to proclaim a marketing quota for each kind of tobacco for which 
a marketing quota was proclaimed for the immediately preceding marketing 
year. 

There are severai provisions which we consider objectionable. We object 
to the provision which gives special treatment to certain commodities such as 
those which virtually assure a mandatory price support of 90 percent of parity 
for tobacco and wool for at least several years. We object, even though the 
provisions apply only to 1949, to the mandatory 90 percent of parity or com- 
parable price for hogs, chickens, eggs, and milk and its products. 

Title II contains undesirable provisions requiring the same price-support 
operations for broilers, ducks, ducklings, and other poultry that may be under- 
taken with respect to either turkeys or chickens. 

The provisions requiring 50 percent of parity price support for basic com- 
modities, even though marketing quotas have been disapproved, may very well 
lead to serious problems at some future date for some of the basic commodities. 

The provision for carrying over section 32 funds up to a minimum of $300 
million adds needed flexibility for the wise use of these funds; however, it is 
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undesirable that the effective date of this provision is delayed until June 30, 
1950. The conditions for establishing price-support levels higher than 90 per- 
cent of parity are so restrictive that the Department may find it impossible to 
— production of crops in the national interest such as it did in the case 

Notwithstanding these objections, we recommend that the President approve 

the bill. 
Sincerely, 
CHARLES F. BRANNAN, Secretary. 

Senator Arken. Would you have recommended approving the bill 
if you had not thought that it was an improvement in agricultural 
legislation ? 

Secretary BRANNAN. Senator, at that stage of the proceedings, | 
think the choice was as between that bill and a less desirable one, from 
52 to 75. 

Senator ANpreRsoNn. You mean from 52 to 75% 

Secretary Brannan. Yes. I pointed out some objections. 

Senator ArkeN. You said it was a pretty good bill, did you not? 

Secretary Brannan. Yes, sir. It did have the Hope as well as the 
Aiken provisions in it, Senator. 

Senator Arken. Mr. Secretary, what in the world is the use of your 
coming up here sidestepping, beating around the bush, when you 
know yourself that we cooperated wholeheartedly in this and you 
agreed with us what went into that, and we agreed with you what 
went in there, and now you come up here and act silly. 

Do not do it, for heaven’s sake, or you will prove the Senator from 
Missouri's contention. 

Senator Ture. Mr. Chairman, the legislation referred to as the 
sliding price support is much higher than any supports were prior to 
World WarIl. Lamright on that,am I not ? 

Secretary Brannan. Yes, but lower than during the war. 

Senator Ture. It was a step forward. 

Secretary Brannan. Right. 

Senator Tuyr. Positively. The best study that could have been 
made was made on the question after lengthy hearings that were con- 
ducted in all corners of the United States, and the best possible legisla- 
tive measure was drafted into that which was known as the movable 
or the flexible price support. And Senator Aiken stated it positively 
and correctly when he stated that you, Mr. Secretary of Agriculture, 
and your advisers and assistants, approved it in general. 

Never at any time, even in conference on the last days of that legis 
lative session, was the committee ever unmindful of the opinion of the 
Secretary of Agriculture or his assistants, because they were often 
called in the late hours of the night when that conference committee 
was insession. And then for you, Mr. Secretary, to come up here and 
try to make a statement that all of these votes that were cast when 
they were not in full accord with your views were against the welfare 
of the farmer or the best interests of the farmer is not a statement that 
is becoming to a Governr ent official in the capacity of a Cabinet officer, 
as Secretary of Agriculture, in my opinion. 

Secretary Brannan. Well now, Senator Thye, let us get back into 
the context of it. Here is a man who sets himself up as an expert on 
Cabinet officers and says that a Cabinet officer ought to be fired. 

Senator A1rxen. By gosh, we need one. 

Secretary Brannan. All right, sir. 
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Senator A1rkEN. Somewhere in government. 

Secretary Brannan. If you were Secretary of Agriculture would 
you just simply agree with Senator Kem in that case ? 

Senator Ture. 1 would state it this way, that I do not believe it is 
becoming to a Secretary of Agriculture to make the statement that 
it is not in the interests of the farmer just because a majority of the 
Senators voted contrary to what you state your opinion is as of today. 
The facts in the entire agricultural economy do not prove that you 
were right in your views as you have expressed them, even back in 
1948. 

Secretary Brannan. Well now, meg: Senator—— 

Senator Ture. What I am getting at, Mr. Secretary, is that the 
principle here is that you made a eon that every vote of the 
Senator from Missouri, Senator Kem, was not in the interests of the 
farmer when the facts are brought out in this hearing and the votes 
are an example and we find that the Senator from Missouri voted 
oftentimes with the majority, and the majority you contend were 
voting against the best interests of the farmer. And that is when that 
I say "I do not believe the Secret: iry of Agriculture is acting correctly 
when he claims that all who did not vote in exact accordance with 
your convictions were acting contrary to the best interests of the 
farmer. I think this discloses that Senator Kem was not always wrong 
in his vote and that he was not against the interests of the farmer. 

Secretary Brannan. Read my letter. You will note that Senator 
Kem did not vote wrong all of the time. I said that. And I said 
that before. 

Back to the point as to whether or not the sliding scale—— 

Senator Kem. May I interrupt / 

The Cuarrman. Let him complete his answer. 

Secretary Brannan. Let me remind you that a reading of the 
record of the House proceedings will disclose that at no time has the 
House ever voted in favor of the sliding scale. Now the Senate has. 
The House has not. 

The Congress is made up of two bodies. 

We have been inclined—my opinions have run a little closer-—— 

Senator Arcken. Closer? 

The Cuarrman. Let him get through with his answer. 

Senator Ture. Mr. Chairman—— 

The Cuatrrman. Will you let him complete his answer ? 

Secretary Brannan. There, of course, always arises this occasion 
that in conference the views have been brought into as close cohesion 
as is possible, and then you take the bill back to the House and take 
it back to the Senate and there you find the House voting in favor 
of the sliding scale and you find the Senate voting for a rigid 90 per- 
cent of parity. 

That is exactly what happened in the bill, in the principal bill 
that is under discussion here today. 

Senator Ture. Mr. Chairman, it matters not to me what the 
Secretary has to state with reference to legislative procedures and how 
the House has voted on the question. I support Senator Aiken when 
he states that there was at no time that the Senate committee members 
and the conferees did not confer with the Department of Agricul- 
ture, the Secretary and his assistants when this legislation was up for 
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its final consideration and when the conferees were considering it. 
And as Senator Aiken said, you did not disagree, you practically were 
in support of the legislation at that time. That is the fact. I was 
present in the conference committee. The legislation was passed. 
The vote was substantial. And you charge that the Senator from 
Missouri when he cast his vote—and it is in the letter at least 30 
times—voted against the welfare and the interests of the farmers. 
When those 30 votes are given daylight as of today, and we commence 
to check those votes we find that the Senator from Missouri voted 
the same as the chairman of this Senate Agricultural Committee at 
that time. 

Secretary Brannan. On some occasions and on some not. 

Senator Ture. Practically all of these that we have given the light 
of day to. Furthermore, he voted similar to the former Secret: ury of 
Agriculture, the very able and distinguished and much respected Sen- 
ator from New Mexico, Senator Anderson. 

When you charge that this Senator from Missouri voted against 
the interests of the farmers, we find that he had with him a major- 
ity of the senior Members of the Senate who serve on the Agricultural 
Committee. I just do not believe, Mr. Secretary, that you should have 
that type of a statement appearing in the record unchallenged, be- 

cause the fact of the matter is that you are the Secretary of Agri- 

culture, and when you make a statement many, many folks pay at- 
tention to what you say. You are a Cabinet officer as well. “And 
when you say that the Senator from Missouri voted against the best 
interests of the farmer it raises serious questions in the minds of many 
and many farmers who read that statement. 

The facts here disclose that if the Senator from Missouri was 
wrong there were a great many senior Members of the United States 
Senate, as well as Agriculture Committee members, who voted exactly 
the same as he did. And so help me, Mr. Secretary, not one of those 
same men would injure the farmer nor the agricultural economy of 
this Nation any more than he would lose his right hand. And you 
know that, Mr. Secretary. 

The fact is that when you say this gentleman voted against the best 
interests of the farmer, you imply that I did not, and you imply that 
the former Secretary of Agriculture, Senator Anderson, did not 
vote for the best interests of the farmer, and that the Senator from 
Iowa, Senator Hickenlooper, did not vote for the best interests of the 
farmer. And yet when they voted it was the best opinion of the 
Senate Agriculture Committee, after lengthy hearings and with the 
support of your assistants and the Department of Agriculture in the 
drafting of that legislation, had at that time. That is the questior 
that we are faced with here. 

And you make a charge as to the Senator from Missouri that he 
voted against the best interests of the farmer. We are trying to find 
out whether vour statement or whether the statement of the Senator 
from Missouri is the fact here. 

When the record shows that a letter was written which Senator 
Anderson has just now put in the record, in which you did not dis 
agree with that legislation when it was up for final consideration, it 
puts you in a very embarrassing position here this morning in trying 
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to make the charge stick that the Senator from Missouri voted against 
the best interests of the farmer at least 30 times, as you have stated 
in this letter. 

Secretary Brannan. Well now, Senator Thye, I think all I can do 
is to remind you again that the Senator from Missouri, Senator Kem, 
asked me to document the expression of my opinion. I have not 
charged him with anything. 

Senator Kem. Wait a minute—wait a minute, Mr. Secretary. You 
have charged me with voting against what the farmers needed. You 
have stated in writing that I have not served the interests of the 
farmers of this country. 

Secretary Brannan. That is my opinion, Senator Kem. And you 
asked me to document it. 

Senator Kem. Do not say you have not charged me anything. That 
is a Very, very, very important charge. 

Secretary Brannan. I am documenting my opinion, the opinion 
that your opinions about agriculture in general are not too well 
founded. 

Senator Kem. Your documentation is trifling and nugatory and 
entitled to no claim. 

The Cuarman. Will you proceed then ? 

Senator Kem. Yes. 

Mr. Secretary, we are talking about what you call the sliding scale. 
The present law with reference to flexible price supports goes both 
ways, does it not, up when the supply is low and down when the supply 
is high ¢ 

Secretary Brannan. That is right. 

Senator Arken. That is the minimum ceiling. The minimum sup- 
port only goes up and down. The maximum does not go down. 

Senator Kem. The Senator from New Mexico, whose wide know!- 
edge of this Subject we all respect, has referred to the circumstances 
under which this flexible price-support system was developed. As a 
matter of fact, there were flexible price-support provisions in the 
Agricultural Act of 1938, were there not ¢ 

Secretary Brannan. Well, now, we are playing around with terms 
iwain. 

Senator Kem. Yes. Use it in its usually accepted meaning. 

Secretary Brannan. I do not recall that the same kind of sliding- 
cale provisions were there. 

Senator Kem. There were flexible price-support program provi- 
sions. 

Secretary Brannan. There was a price range of 52 to 70 percent 
of parity. 

Senator Kem. All right. That is all I asked you. When you were 
\ssistant Secretary of Agriculture did you head up a group of people 

the Department appointed by the then Secretary of Agriculture, 
Clinton P. Anderson ¢ 

Secretary Brannan. Yes, we just developed that. 

lhe Cuarrman. That is in the record. 

Senator Kem. All right. 

Secretary Brannan. May I have just a moment here? The long 
statement by Senator Thye a few moments ago gives the impression 
that I have included an opinion about the vote on the Hope-Aiken 
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bill. You will notice that I have not cited the vote on the Hope 
Aiken bill as such in my letter at all. I want to be sure that we unde: 
stand that Senator Anderson introduced a report about a vote on « 
bill which is not one of those cited in my letter. 

Senator Anperson. If that is clear, I want to make it clear. I do 
not claim that the report is. I am saying that a great many of us 
thought that a flexibility in the way by which you can support prices 
and flexibility in the range in prices was desirable. That was not 
foreign to a great deal of thinking. It is contained in the message 
which the President sent to the Congress. It is spelled out in so many 
words in the listing of legislative accomplishments by Senator Barkle) 
when he was a candidate for the vice presidency. It is carried in fhe 
bill that Senator Aiken presented. 

Senator Kem. The criticism is perfectly clear. In paragraph 6 
he says, “Wherever the issue arose you voted in favor of the sliding 
scale as against price supports at a high level.” 

That is perfectly clear. There can be no question that he was 
criticizing me. 

Senator Arken. The Vice President bragged about our legislatio: 
as a party accomplishment. 

Senator Kem. There is no question but what the letter is a criticism 
of the Senator from Missouri for supporting the legislation providing 
flexible price-support programs, just as stated by the Senator from 
Minnesota. There is no question about it. 

Senator Tuye. My remarks were directed to the paragraphs, the 
statements in this letter here, and the legislative measures referred 
to in this letter. It all relates to the amendments that were offere« 
relating to the flexible price support program, or that question. | 
refer specifically to the letter which the Secretary sent out which is 
lving before me on this table. 

‘ Senator Kem. You presided over that group appointed by Secre- 
tary Anderson, the deliberations of that group, were they thorough / 

Secretary Brannan. I think so. 

Senator Kem. Were your associates who worked on that committee 
competent and thoroughly grounded in agricultural economics ¢ 

Secretary Brannan. Many of them were. 

Senator Kem. Had they had much experience with acreage allot 
ments, marketing quotas, and price support programs ¢ 

Secretary Brannan. Some had, and some had not. 

Senator Kem. How much experience had you had at that time on 
these subjects ? 

Secretary Brannan. On the administration of acreage allotments 
or marketing quotas, none. 

Senator Kem. Did you agree with the presentation that was made 
to the Department of Agriculture by Mr. Carl Farrington, Assistant 
Administrator of PMA, for Commodity Operations orr behalf of this 
group‘ 

Secretary Brannan. Senator Anderson pointed out that was the 
composite majority point of view. 

Senator Anperson. If I may, I do feel that Secretary Brannan had 
to present those as a matter of justice and loyalty to the Department, 
whether he believed in them himself or not. And I hope that we do 
not tie him to anything contained in the report. 
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Senator Kem. I think that is fair. The report that you presented 
on that oceasion through the instrumentality of Mr. Farrington made 
out a case for flexible price supports, did it not ¢ 

Secretary Brannan. Yes, I suppose it did. It talked more about 
a—— 

Senator Kem. You had some reservations. Did you present a 
minority report ¢ 

Secretary Brannan. May I extract my answer there and rephrase 
it in this fashion? We were talking about a range of price supports 
which would be fair, more than a discussion of a fixed formula which 
dropped the price as volume increased, although that was, also, a fac- 
tor in the discussions. 

Senator Kem. Did you file any dissenting or minority report at that 
time ¢ 

Secretary Brannan. No; no one did. There was not any such 
formality as that involved. 

Senator Kem. The report of your committee was the report made by 
Mr. Farrington; is that correct ? 

Secretary Brannan. On that—on the subject of price support. 

Senator Kem. And you concurred in that report? 

Secretary Brannan. I concured that it was the best judgment of 
the people at that time, certainly. You remember, we were not recom- 
mending a specific procedure. We were discussing postwar agricul- 
tural policy for the benefit of the Congress and the use of the Congress 
in whatever it decided to do. 

Senator Kem. Were you acquainted with the studies of the Senate 
and the House committees with respect to the long-range program for 
agriculture ¢ 

Secretary Brannan. I think we presented the first evidence in those 
things. 

Senator Kem. Mr. Chairman, in the interests of brevity I would 
like to make as a part of the record at this point a memorandum 
setting out those positions. 

The Cuatmrman. Without objection it is so ordered. 

(The memorandum is as follows:) 


Exutsit No. 107 


On October 6, 1947, Charles F. Brannan, then Assistant Secretary of Agricul- 
ture, appeared before a subcommitee of the Committee on Agricluture and 
Forestry in the United States Senate, and the Committee on Agriculture in 
the House of Representatives of the Bightieth Congress. Pursuant to Senate 
Resolution 147 a resolution authorizing the Committee on Agriculture and 
Forestry or any duly authorized subcommittee thereof to make a study into the 
trends, needs, and problems of agriculture in the United States and its Terri- 
tories and possessions. Senator Anderson, then Secretary of Agriculture, in- 
dicated on page 3 of the hearing: “This work of the policy and program com- 
mittee has been headed by Assistant Secretary Brannan. * * * He is pre- 
pared to explain to you in a preliminary statement what the group has done 
and how he has organized our testimony and how we would like to proceed 
with it.” His statement appears beginning on page 4. In this statement he made 
it clear that the statement of the other witnesses presenting testimony was at 
least partially his. On page 26 he states: “We need marketing-agreement pro- 
crams and various price protections coupled with the storage of commodity 
reserves. These are some of the present farm-program activities that are based 
on continuing needs. We will touch on these activities later on in our testimony.” 
Later on Carl Farrington said, on page 152: “We know, further, that putting 
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chief emphasis on maintaining high unit prices defeats our own ends. During 
hard times, even if we were able to keep prices up by cutting production, farmers 
would not get parity of income. But if we concentrate on cutting costs through 
volume production and increasing efficiency on the one hand, and on boosting 
consumption on the other, we will thereby achieve in maximum degree that 
which we originally sought—good farm income.” 

On page 162 Mr. Farrington is quoted as saying the following: 

“Price supports: Price supports in the form of nonrecourse loans and pur 
chases have proven to be an effective and generally popular means of improving 
furm prices, influencing production, and, in the case of storable commodities, 
accumulating reserve stocks which have been of great value in times of war 
and crop disaster. They deserve an important place in any well-rounded farm 
program. But if used unwisely, they could seriously disrupt our economy. 

“The Agricultural Adjustment Act of 1938 originally prescribed mandatory 
loans between 52 and 75 percent of parity for cotton, wheat, and corn. The act 
was later amended to prescribe loans or diversion programs for peanuts at rates 
between 50 and 75 percent of parity. The act authorizes loans on all other com 
modities at discretionary rates. During most of the war period, the mandatory 
minimum support level for basic and so-called Steagall commodities has been 
9) percent of parity: 92% for cotton. These higher minimum support levels 
continue only through 1948, using existing legislation. The original support 
price provisions of the AAA of 1938 continue in effect, however. These continuing 
provisions of the law provide a flexible price-support mechanism which we believe 
to be adequate for most situations, provided the necessary consumption aids are 
available. 

“Our committee spent a great deal of time studying this question in light of 
our past experience and arrived at several general principles which we believe 
should characterize future price-support programs. 

“First, a high degree of flexibility, both as to support levels and methods, is 
essential in view of differences between commodities and constantly changing 
conditions that cannot be foreseen. 

Second, mandatory loan and purchase operations probably should be limited 
generally to storable commodities. Mandatory loan and purchase operations on 
perishable commodities inevitably lead to dumping and waste. 

“Third, the minimum support level should be considerably below the general 
level of prices sought to be achieved over a period of years. This would allow 
price to influence the allocation of resources among different commodities and 
bring about basic shifts in the pattern of production. However, there should 
be discretionary power to establish price supports of any commodity above the 
mandatory level in order to encourage needled production shifts and better meet 
the basic food needs of our people. 

“We have given much thought to the percentage of modernized parity which 
might be used as a minimum-price floor. Our studies indicate that 50 percent 
of parity, for example, might not be high enough to act as an effective stop-loss 
mechanism, and 90 percent might force us into a completely managed agricu 
tural economy. We present the following factual data for your consideration 
in arriving at a desirable level of price support.” 

On page 172 Mr. Farrington goes on to say in his summary: “Here we sug 
gested that production goals, the conservation program, flexible price supports, 
and education were adequate to handle the problem unless we are threatened 
w ith unmanageable surpluses in one or more commodities. * * 

“The final part of my testimony has dealt with additional means of support- 
ing farm prices and income. Here I emphasize again that we can better achieve 
good farm income through volume production, with Government supports under 
demand, than through drastically curtailed production at higher prices. At the 
same time, we feel that the Government should place a floor under farm prices— 
a floor high enough to give farmers reasonable protection against Joss but below 
the price level which we seek to attain. We suggest that the present loan provi- 
sions of the Agricultural Adjustment Act of 1938 with an extension of CCC an- 
thorities may be adequate to provide a flexible price-support program.” 


Senator Kem. You are familiar with what the Council of Economic 
Advisers to the President said in 1948 about the need for flexible price 
supports, are you not? 
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Secretary Brannan. Yes, sir. It has been put in the record once or 
twice today. 

Senator Kem. I would like to read into the record—— 

The CHamman. Senator Aiken read that same thing a moment 
ago. 

Senator Kem. I do not think so. 

Senator ANprrson. This is the Council of Economic Advisers. 

Senator Arken. I read an excerpt from it. 

Senator Kem. Did you read the provision on page 82? 

Senator Arken. I read one line on page 82. 

Senator Kem. Which line was that? 

Senator Aiken. Where the President says: 

I emphasize, however, the need for keeping support levels flexible. 

That may not be the one you refer to. That happened to be the one 
that took my eye. 

Senator Kem. I would like to read into the record this paragraph: 

Commodity price supports are desirable as assurances against special disloca- 
tious which might arise in case of recession. I emphasize, however, the need for 
keeping support levels flexible. I am glad to note the effort currently being 
made by various groups outside as well as inside the Government to modernize 
and improve the parity formula. 

Senator Arken. That was one thing that all of the major farm 
organizations Were in agreement on. 

Senator Anperson. May I, Mr. Chairman, add at a subsequent time 
some material on this. That was not what I was referring to. I was 
referring to the fact that the President’s Council of Economic Ad- 


visers on January 7, 1949, on farm price supports, has a paragraph 
which | would like to have reproduced in the record : 


Intercommodity price relationships must be kept consistent with basic trends 
in demand and supply conditions. To the maximum extent possible, parity-price 
relationships and support-price programs should encourage shifts to those com- 
modities that are most wanted. Rigid systems of support, in violation of this 
principle, can only lead to rigid systems for restricting output that violate our 
tenets of economic freedom, that work against our objectives of maximum pro- 
duction, and that in the end take away from farmers’ incomes through decreased 
volume as much as, or more than, they add through increased prices. 

The Agricultural Act of 1948 represents an important step forward in recog- 
nizing the difficulties associated with overrigid supports. 

The Cuamman. Off the record. 

(Discussion off the record.) 

The Cuarrman. We will resume at a quarter of 2 o’clock. 

(Whereupon, at 12:20 p. m., a recess was taken until 1:45 p. m., 
the same day.) 

AFTERNOON SESSION 


(Present: Senators Ellender (chairman), Anderson, Aiken, and 
Kem). 

The Cuamman. Allright, Senator Kem, you may proceed with your 
examination of Secretary Brannan. 
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TESTIMONY OF HON. CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE—Resumed 


Senator Kem. Mr. Chairman, I understood that the Secretary was 
sworn when he first appeared here as a witness. 

The Cuarmman, Yes. 

Senator Kem. And he is now under oath ? 

The Cuarmman. Right. 

Senator Kem. Mr. Secretary, did not Senator Barkley, as the 
minority leader in the Eightieth Congress, report the accomplish 
ments of the Democratic Party, as appears in the Congressiona| 
Record ? 

Secretary Brannan. Information to that effect has been put into 
the record, Senator. 

Senator Kem. Well now, I ask leave, Mr. Chairman to insert in 
the record at this point a statement from the Congressional Record, 
volume 94, part 12, page A4596 ? 

The Cuairman. Do you desire the whole or just an extract / 

Senator Kem. Just an extract. I have it here. 

The Cuamman. Without objection, so ordered. 

(The extract referred to is as follows :) 


ExuHisir No. 108 


22. Senator Barkley in commenting on what was done by the Eightieth 
Congress praised flexible price supports and quoted the President in his desire 
for fiexible price supports. (See Congressional Record, vol. 94, pt. 12, p. A4596 in 
which the following quote appears :) 

“Most persons have agreed that the present farm programs are good ones 
But President Truman has insisted there was room for improvement in the 
American farm program. He has insisted that we go forward to an even bette: 
over-all farm program. 

“Accordingly, before the end of World War II, experts in the Agriculture 
Department were at work developing a postwar farm program. 

“More than a year ago the President and the Secretary of Agriculture outlined 
a peacetime farm plan. 

“The important principle of the program was: American agriculture should 
be keyed to a policy of abundance. Abundant production would aid everyons 
The farmer, the worker, the businessman, the consumer. 

“The President has listed the details of the Democratic farm program many) 
times in recent months. He sent this four-point agricultural plan to Congress 
in May: 

“First, the Congress should enact legislation providing on a permanent basis 
for a system of flexible price supports for agricultural commodities: 

“When President Truman announced in May that he was going to send his 
formal request for a modernized farm program to Congress in a few days 
the Senate Agriculture and Forestry Committee got busy. 

“The committee reported its long-range farm program May 17, less than 
week after the President sent his special message on farm problems to Congress 

“The President had succeeded in prodding the Senate committee into actio! 
And the Senate committee’s bill was almost a carbon copy of the sensible farm 
program proposed by the President. 

“The Senate Agriculture and Forestry Committee reported a realistic, moder 
farm bill early in the second session of Congress. Some of the highlights o 
the measure were: 

“First. Abundant production was assured. 

“Second. Agricultural income would be maintained on a flexible parity base 

The Senator goes on to complain that the House refused to go along with thy 
Senate in enacting a realistic farm program. The result was that the far 
legislation finally passed by Congress merely extended existing laws unt 
June 30, 1950, and postponed a long-range farm program until that date 
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Mr. Brannan you know, do you not, that the only difference between the long- 
range program that the President was talking about here and the extension of 
the eXisting laws that he was talking about was merely that the extended laws 
provided for rigid, high, mandatory price supports whereas the recommendations 
of the President provided for flexible price supports as contained in the Agri- 
enltural Act of 1949, which is substantially the same as the Agricultural Act in 
1948 . 


Senator Kem. And I would like to invite attention to the follow- 
ing statement contained therein: 

The President has listed the details of the Democratic farm program many 
times in recent months. He sent this four-point agricultural plan to Congress 
in May: 

First, the Congress should enact legislation providing on a permanent basis 
for a system of flexible price supports for agricultural commodities. 

Now, Mr. Secretary, you have told of the various steps, the detailed 
investigations and the various persons that were consulted in draw- 
ing up what is now known as the flexible price-support program. 

Will vou tell us what you did by way of study and consultation 
with other people as the basis for your revolutionary recommenda- 
tions that have become known as the Brannan plan ? 

Secretary Brannan. Senator, we continued on exactly the same— 
and with almost the same personnel for the purpose of—strike “pur- 
pose” —as a part of the regular program, the operational studies which 
are essential to good administration of the Department. 

When the Congress called upon the Department for further views 
about farm legislation following the reconvening of the Eighty-first 
Congress, we, the Department, came forward with a series of recom- 
mendations. 

It is entirely incorrect and improper to refer to them as “revolu- 
tionary” and “unusual.” On the contrary, they are about as orthodox 
as the existing law. 

They made very, very few material suggestions, but they made one 
suggestion which was to this effect: 

That the price-support program would not be a completely ade- 
quate, fair, and protective price-support program until it was ex- 
tended to some of the major perishable commodities such as eggs and 
hogs and dairy products and some of the other perishable commodi- 
ties, many of which contribute much more to total farm income than 
the so-called basics. 

We added to our suggestions a suggestion of a device for supporting 
perishables. 

Now, that recommendation plus the method for supporting—the 
recommendation that would support perishables plus the recommend- 
ation of a method for perishables was jumped upon by Allan Kline, 
president of the Farm Bureau, who named it the Brannan plan and 
has used it for 3 years as the basis of political attack on me. 

Senator Kem. Well, Mr. Secretary, you have answered the ques- 
tion. I don’t want to cut you off if there is anything else that you 
could say relative to the question I asked. 

Secretary Brannan. I think that covers it. 

Senator Kem. All right. Did your advisory committee before you 
announced the Brannan plan recommend to establish price supports 
at 100 percent of parity and thereby eliminate the free markets? 
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Secretary Brannan. I don’t think there was any—I made no such 
Hct iny ion ; no. 

Senator Kem. And where did you get that idea which you announced 
in the Brannan plan? 

Secretary Brannan. For 100 percent of parity? Well now, Sen- 
ator, you have apparently never read it; you have just taken the "Allan 
Kline interpretation of it. 

There is no recommendation of 100 percent of parity but there is 
the proposal of another method for reaching a fair return to farmers 
which—— 

Senator Kem. Now, Mr. Secretary 

Secretary Brannan. Let me finish now. Which the Congress it 
self in its own legislation suggested should be studied, and we just 
studied it pursuant to your—to the Congress’ recommendations. 

Senator Kem. Mr. Secretary, I think you are a little bit unfair whe: 
you say I have taken Allan Kline’s statement. You will remember, 
I was one of your interested listeners when you first presented it to 
the joint committee of the House and Senate. 

Secretary Brannan. Well, nevertheless, when you are calling it the 
“Brannan plan” you are taking Allan Kline’s political gag and work- 
ing it for him. 

Senator Kem. Well, you did not have any recommendation from 
your committee with respect to establishing price supports at 10) 
percent of parity and thereby eliminating free markets before you 
announced the Brannan plan, is that correct ? 

Secretary Brannan. I don’t even understand that question. 

Senator Kem. Well, before you announced the Brannan plan, did 
you have a recommendation from your advisory committee to the ef 
fect that you established price sup ports at 100 percent of parity and 
thereby eliminated free markets ? 

Secretary Brannan. Well, the answer is, of course, that we did not 
announce the Brannan plan; secondly, I don’t understand there is any 
relationship between the disturbance of the free market system b) 
any recommendation that we made; whatever discussion there was of 
a price formula was made at the same time as the announcement wit! 
respect to the support of perishable commodities. 

Senator Kem. Mr. Secretary, if you don’t agree that it would elimi- 
nate the free market, do you believe that you can have 100-percent 
Government guaranty of price support and avoid consumers deman¢ 
ing 100-percent price ceilings? 

Secretary Brannan. Well, let me just answer it this way. I don't 
know what the consumers are going to do. I think they would be per- 
fectly comfortable about 100-percent price supports if they under- 
stood it, and I think more of them are understanding it from day 
day. 

Personally I think 100 percent of price I have proposed on agi'- 
cultural commodities is 100 percent fair and I am still for it and 1 
think we ought to be working toward it, although frankly we migii' 
not be able to do it immediately. 

Senator Kem. Well, isn’t the probable reaction of consumers an in- 
portant element of the situation ? 

Secretary Brannan. The consumers are the farmers’ customers and 
farmers pay attention to what consumers want. 
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Senator Kem. And you don’t think that if 100 percent Government 
price supports were fixed by law, that the consumer would sooner or 
later be demanding a 100-percent price ceiling? 

Secretary Brannan. No; I don’t, but I am certainly not an expert, 
like Gallup, about what consumers think and why. I am trying like 
the very dickens to be brief in my answers—but that ought to be 
explored, of course. 

Senator Kem. Well, if rigid price supports induced production, 
would you then come to Congress asking for subsidies in order to bail 
farmers out ¢ 

Secretary Brannan. Well, I disagree with the premise that rigid 
price support induces production of too much of the commodities. 
\s a matter of fact, all of the devices of the Department today prob- 
ably are not going to get the amount of production of corn which we 
need. 

Senator AIKEN. Just a second—— 

Senator Kem. I don’t thinkevou have explained to the committee 
during this investigation that you do not regard production as tied 
mto price. 

Secretary Brannan. I never said that; never said that. 

Senator Kem. Well, what was it you said—that you don’t think that 
the-—well, if prices were raised that production would be increased, 
nor did you believe if prices were lowered production would be de- 
creased ¢ 

Secretary BrRaNNAN. I never said any such thing as that. 

Senator Kem. Well, the record will show what you said, sir. 

Secretary Brannan. Sure it will. 

Senator Kem. Then, are you willing to see farmers put in the nut- 
cracker of 100-percent price supports and 100-percent price ceilings? 

Secretary Brannan. Of course we don’t, and I have never advocated 
it and you are the first fellow that has mentioned it, as far as I know. 

Senator Arken. Mr. Chairman, I wonder if I could interpose. 

The CHarrMan. Yes. 

Senator ArKken. I am wondering, Mr. Secretary, what prompted 
you—we have had made available to us some of the records of the 
OPS—I was wondering what prompted you, according to their records, 
to make recommendations of support prices on soybean meal which 
would reflect to the farmer less than the support level for soybeans. 
That has disturbed me quite a lot. 

Secretary BRanNAN. Well, Senator Aiken, I know you know about 
that better than I do—— 

Senator ATKEN. I was surprised to learn that, and I wondered what 
prompted you to do it. 

Secretary Brannan. Well, of course, in the first place we did not 
do it and in the second place it would not make sense if anybody 
did do it. 

The two byproducts of soybeans are soybean oil and soybean meal. 
You could not act on the price of only one, if you were trying to reflect 
the support price on soybeans to the producer, by supporting the end 
products. You would have to support both the end products. 

Now, we do that on milk; we support butter, cheese, and nonfat dry 
milk solids. Those are the end products and the object is to get the 
support price to farmers for their milk. 
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Now, in the case of soybeans, we would have had to take action on 
soybean meal and soybean oil if we had supported prices in this way. 
But we have not supported prices of soybeans in this way. 

We are interested in the producer and we have supported the price 

of soybeans to the producer by loans and purchase agreements on soy- 
beans. That is the price-support program of the Department. 

Senator Arken. Well, perhaps I can explain what I mean a little 
better if I read from the records of the OPS. This was written by a 
Mr. Jones, I believe: 


It should be noted that the current price of soybean oil (9.5 cents as con 
pared with a proposed ceiling of 16.5 cents) together with a proposed ceiling 
for soybean meal will reflect only $2.56 per bushel compared with the legal! 
minimum price of $3.23. An actual realization of $2.56 would be also slightly 
below the current support price announced by the Department of Agriculture 
for 1951 crop beans. In view of the Secretary of Agriculture’s letter to Gov- 
ernor Arnall, these facts do not seem to disturb the Department, at least for 
the remainder of the crop year. If we were to set our soybean meal ceiling at a 
point where the combined meal ceiling and actual oil price would reflect the 
legal minimum price to growers, we would have to increase it to $109 per ton 

Again they say 

The decision as to whether or not we should increase the soybean meal ce 
ing at this time is a rather close one to make. If we increase the ceiling, 
faction will be particularly satisfied. The Secretary of Agriculture will n 
like it, and the soybean meal crushers will not be satisfied. 


Again the memorandum says: 


We propose to tighten our regulations so that the soybean meal ceiling cannot 
be evaded via mineralized meal and toll charge avenues. This action will prob 
ably result in a lowering of the price paid growers for beans to about the 
support price level. It may be that if the Secretary of Agriculture had know: 
that this supplementary action was to be taken, he would not have recommended 
against all increase in the price of soybean meal. We believe that the Director 
should inform the Secretary of these proposed actions. 

Now, what they were doing was fixing a wholly unrealistic price 
on the oil. It was up, I think, to 22 cents a pound when the actua 
market price dropped to 9 cents a pound, and then they took the 
amount of oil and multiplied it by support ceilings, not by the price 
that prevailed in the market, and the amount of meal obtained and 
multiplied by the ceiling which was easily obtained in the market 
in fact, there was a shortage—but the result is that the price of the 
beans was about—let us see, it was $2.56 a bushel—about the actual 
price which could be obtained for both the oil in the market, the cei! 
ing price of the meal, and brought the price of soybeans down to $2.06 
a bushel, which was 67 cents a bushel below the legal minimum price 
for soybeans, and the OPS says that you would not recommend an 
higher price. 

Now, was the OPS correct in making that statement, sir, that yo 
recommended these prices which would not even reflect _the support 
level to the farmer? 

Secretary Brannan. No, Senator, that is not true. 

Senator Arken. I want vour explanation of it. 

Secretary Brannan. Well, the explanation of it is very clear. The 
Department did not recommend any specific prices toOPS. The OPS 
has responsibility for establishing and adjusting price ceilings on any 
product processed from an agricultural commodity, such as soybean 
meal. 
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We had a 90-percent price support to farmers by means of loans 
and purchases, and, regardless of what happened with the price of oil 
or the meal, the farmer got his support price on soybeans. He could 
get it. We were giving it to him, and that is all there was to it. 

Senator A1rken. Well, why did you cooperate by holding the ceil- 
ing price below the legal 

Secretary Brannan. Of meal, if you are talking about—— 

Senator Aiken. Of both end products together— 

The Cuairrman. I am sorry to interrupt, but it is unavoidable. We 
have to go to the floor. 

(Whereupon a recess was taken.) 

The Cuatrman. Had you completed your answer ¢ 

Secretary Brannan. I think a copy of the letter which I sent to 
Ellis Arnall, Director, OPS, will complete my answer. 


ExHistr No. 109 


APRit 1, 1952. 
Mr. ELLIs ARNALL, 
Director, Office of Price Stabilization. 

Dear Mr. ARNALL: This is in reply to your letter of March 28 inquiring about 
our interest in discussing a proposed adjustment in the ceiling price of soybean 
meal. 

As a result of your inquiry, members of my staff have studied your proposal 
and have carefully reviewed its advantages and disadvantages with members 
of your staff. It is this Department's view that it is undesirable at this late 
stage of the soybean marketing season to change the soybean meal ceiling, from 
the standpoint of all the farmers affected including the livestock producers who 
buy soybean meal in straight or mixed form. 

The facts which lead us to this conclusion are as follows: 

1. A ceiling sprice adjustment of the type proposed will not increase the total 
supply of soybean meal available during the remainder of the 1951-52 season 
Chere are more than sufficient facilities for crushing soybeans and the entire 
crop will be crushed regardless of whether the proposed change in ceiling price 
of soybean meal is made 

2. An adjustment of the type proposed primarily would result in a windfall to 
processors, feed mixers, dealers, or speculators at the expense of farmers, The 
minority of farmers who still have soybeans to sell may benefit. However, all 
livestock feeders would probably be forced to pay higher prices for soybean meal 
and feed containing soybean meal. 

3. An adjustment of the type proposed would aggravate the current problems 
of feeders faced with declining livestock-feed ratios. Most soybean meal is 
used by hog producers and poultry raisers, and these producers currently have 
relatively low hog-corn and egg-feed ratios. Higher soybean meal costs at this 
time would tend to reduce production of these livestock products. 

As we have indicated to your representatives, ceiling prices for all protein 
meals (including cottonseed, linseed, and peanut meal) of the 1952 crop pro- 
duction should be reviewed carefully, and tailored ceiling prices developed and 
announced well in advance of the time farmers market their crops. Our repre- 
sentatives will be glad to give you any assistance they can in such a review. 

In making these recommendations, we fully realize that final responsibility 
for establishing and adjusting price ceilings on any product processed from an 
agricultural commodity rests with your agency. 

Sincerely yours, 
CHARLES F. BRANNAN, Secretary. 


The Cuatrman. All right, Senator Kem. 

Senator Kem. Are you through, Senator Aiken ? 

Senator Arken. No. I was asking the Secretary for his explana- 
tion of this, of why he would consent to recommend prices on soy- 
bean meal which would bring the price of the total product so far 
below the legal ceiling for the beans. 
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Secretary Brannan. Well, of course, Senator, you very well know 
that no matter what the OPS did, we still supported soybeans at the 
announced support level and what OPS did has no bearing on the 
support price to producers. 

As a matter of fact, at the time this was all going on, better than 

85 percent of all beans had moved out of the hands of the producers. 

Senator ArkeNn. That is true. 

Secretary Brannan. And into the hands of processors, speculators, 
and other buyers. 

Senator Aiken. That is true; but wouldn’t that affect the planning 
of the new crop? 

Secretary Brannan. Not at all. The support price and the com 
petition from other crops, mainly corn, would affect the planting of 
the new soybean crop, not what the OPS did. 

Senator Arken. However, had it not been for the low ceiling, isn't 
it possible that the farmers ¢ ould have gotten more than support pric 
for the beans instead of 90 percent ? 

Secretary Brannan. Well, Senator, farmers have received more 
than the support price for soybeans throughout the 1951-52 season. 
As of May 15, the latest date for which information is available, farm 
prices were 96 percent of parity, and 13 percent above the support 
level. 

Senator Arken. But the oil—what would you agree to set a ceiling 
on oil which was double the price which was actually obtained fo 
it? The OPS summary was that the only thing that would be «a 
complished would be a higher price for oil or meal. 

Secretary BRANNAN. Now, you are completely clear yourself, 
Senator, and I hope that the record is, that all OPS does is, of course, 
to ask us for recommendations. They don’t have to follow them o1 
anything else. 

We recommended against an increase in the ceiling price on mea! 
at this late stage in the season partly because it primarily would have 
resulted in a windfall to processors, feed mixers, dealers, or speculators 
at the expense of farmers. 

Meal goes into the products of the milk people and the beef-anima! 
people and all of the rest of the producers. We were interested 1 
the effect the increase on these producers—and producers in you 
part of the country, as a matter of fact. 

Senator Arken. Yes; but another official of the OPS took a diffe: 
ent view of it and he said that setting a price less than $88—I think 
it was $81—would result in greatly aggravating the present critical 
shortage of protein feed— and we were having trouble then in getting 
protein feeds, up there. 

Secretary Brannan. Well, Mr. Chairman, I don’t believe this 1s 
true. It was and is still our belief that every bushel of. soybeans 
available for crushing will be crushed and that the ceiling price wi!! 
not affect the total supply of meal. I have only one further com 
ment—this matter is not in Senator Kem’s letter, the letter that I 

The Cuarrmman. Yes, I think we are going far afield from what we 
are trying to do this afternoon. 

Senator Arxen. No; I don’t think we are going far afield, trying 
to find out—— 
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The Cuarmman. Well, let us call the Secretary on another occasion 
to discuss this. 

Senator Arken. Well, there won’t be any more occasions. 

The Cuamman. Oh, yes; there will be. 

Senator A1KEN. I am trying to find out why he would be willing to 
set prices which could have only the effect of depressing the market. 

The Cuarrman. But the price of elinenwthed is to protect the 
producer. 

Senator Arken. But the producer could never hope for more than 
the support level 

Secretary Brannan. Well, the producer of beans had got his sup- 
port price long since. We were thinking about the producer of dairy 
products and of beef and of hogs. 

Senator Arken. [ understand that if this mode of operation had 
not been exposed, you contemplated doing the same thing with lard 
and boosting the price of it, the end commodity, far above any real- 
istic figure to enable them to depress the price on some other com- 
modity. I won’t go into that any more. 

Did you ever find any employee of the Department of Agriculture 
that was speculating in soybean oil 

Secretary Brannan. I don’t know what you have reference to, 
Senator. 

Seneator Aiken. Do you have a Mr. Kloss that works in the De- 
partment ? 

Secretary Brannan. I don’t know, Senator. 

Senator Aiken. I think you will find that you did have. 

Secretary Brannan. Oh, I haven’t—my attention hasn’t been called 
to anything and if it had, long before this we would have dealt with 
him, if it had taken place. 

Senator Arken. All right. 

Secretary Brannan. How long did you know about it, Senator? 

Senator Arken. I have know about it, oh, about a month. 

Secretary Brannan. You never called my attention to it. We 
would have it exposed by now. 

Senator Arken. It is not my position to do the duty of your sub- 
ordinate officials who knew about it, and Mr. Bagnell knew about it 
and investigated it, they found that this man was cooperating with 
some oil companies in New York, apparently trying to get a corner 
on soybean oil. 

Secretary Brannan. Well, Senator, as I understand the law of the 
country, it is the duty of every citizen and of everybody else to expose 
any violation of the law. 

Senator Arxen. Is it the duty of your subordinate officials to re- 
port those things to you? 

Secretary BRANNAN. Yes. 

Senator Arken. Or are they exempt from such things? 

Secretary Brannan. No, sir. 

Senator Arken. You will find Mr. Kloss was speculating in his 
wife’s name. I can give you the name of the company in New York 
that. he was cooperating with. He was whitewashed by the CEA— 
and his wife, incidently, was secretary to a well-known speculator 
who was once suspended—and I am surprised that it has not been 
reported to you. 
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That is all. I know there isn’t time to go into it here, but I just 
wondered if it was tied in in any way with those recommendations of 
putting the ceiling on soybean oil at double the price. 

Secretary Brannan. Well, Senator, you answer the question. 

Senator Arken. Well, I can’t answer 

Secretary Brannan. Well, just answer it. Do you think that I 
know a man by the name you just mentioned and that he was specu- 
lating and I was going to make a recommendation about soybean oil 
to help that fellow—do you ? 

Senator Arken. I wouldn't think so. 

Secretary Brannan. No, of course you wouldn't; nobody else 
would. 

Senator Arken. If you say that you are recommending that price 
of less than support for the purpose of helping the dairy farmers, | 
will accept your explanation. 

Senator Kem. Well, do you agree that the farmers that grow cot 
ton and cottonseed should be held to 100 percent of parity when they 
have a short crop through no fault of their own ? 

Secretary Brannan. No, sir, and the law does not do that. 

Senator Kem. Do you think that the soybean farmers, the corn 
farmers and every kind of farmers should be penalized by the Govern 
ment by holding price ceilings at 100 percent of parity when they have 
a short crop even though the demand of consumers would give them a 
return well above 100 percent. 

Secretary BRanNAN. No, and the law doesn’t do that. 

Senator Kem. Do you think that potato farmers should be penalized 
by price-support ceilings of 100 percent 1 year, even though the year 
before they had received less than parity ? , 

Secretary Brannan. Well, I cannot remember what the support 
level of potatoes was, but it was well above 100 percent of parity, as 
I remember—I mean the ceiling, excuse me. There wasn’t any support. 

Senator Kem. You had some oceasion torefer to the American Farm 
Bureau Federation. 

Secretary Brannan. Well, let us change that to Allan Kline. 

Senator Kem. As a matter of fact, the American Farm Bureau 
Federation represents a million and a half voluntary, non-Government, 
dues-paying members, does it not ? 

Secretary Brannan. That is what they clatm. 

Senator Kem. Do you have any reason to think those figures are 
untrue or inaccurate ? 

Secretary Brannan. Well, I don’t see that this bears on my letter to 
you, Senator. 

Senator Kem. I will make it very relevant. I don’t know why you 
mention it, but since you mention it I want to bring out some facts 
on it. It was you who injected the American Farm Bureau Federa 
tion in this. 

Secretary Brannan. No; it was you that injected the Brannan plan 
and you know that is his method of personal attack on me. 

Senator Kem. I said nothing about Allan Kline. TI will ask you fo 
just the reason you think the figure given by the American Farm 
sureau Federation of members of 114 million dues-paying members is 
incorrect or inaccurate or untrue. 
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Secretary Brannan. Well, there is much more to it, but I am not 
going to argue the figures. They don’t represent them all to be 
farmers—and you don’t, either. 

Senator Kem. Now, the American Farm Bureau Federation has 
rejected your rigid high price-support proposal as a trap, have they 
not ¢ 

Secretary Brannan. They have objected to almost every program 
of the Department. 

The Cuairman,. Even soil conservation. 

Senator Kem. They have denounced these rigid price-support pro 
posals as a trap, haven't they ? 

Secretary Brannan. They have, and I take it as one of the finest 
compliments that could be paid me. 

Senator Kem. What about the Grange? What is their membership, 
dues-paying membership / 

Secretary Brannan. You must have those figures. 

Senator Kem. I have received a figure of 86,000. Do you have any 
reason to think that is incorrect ? 

Secretary Brannan. I will accept it. 

Senator Kem. Well, now, hasn't the Grange, representing 86,000 
dues-paying members, repudiated your economic idea, the idea of high 
Government price supports, lower prices to the consumer, with the 
Government paying the difference through either higher taxes or 
deficit financing ¢ 

Secretary Brannan. I don’t think their membership has. 

Senator Kem. Have you any way to check, if you believe the mem 
bership is not in accord with their leaders ¢ 

Secretary Brannan. Oh, yes. There is much of it that the farmers 
are not in accord with their leadership. 

Senator Kem. Well, the leaders are reelected, aren’t they, at the 
annual meetings / 

Seeretary Brannan. Right. There is still plenty of evidence, and 
Congress has evidence that Allan Kline was not speaking for them and 
the Congress did not follow Allan Kline just recently about any one 
of his appropriations proposals and Senator Kem, of Missouri, did 
not follow Allan Kline in his recommendation in the last appropria- 
tion bill—you did not follow. 

Senator Kem. We will get to that in a few minutes. It seems to me 
that I am damned if I do and damned if I don’t, by you. 

Now, we get to another group of items in your letter, a group that 
has to do with economy in Government, items 3, 4, 9, 10, 15, 16, 17 18, 
and 19, they are all variations of the same complaint. 

The record shows in this connection that the major farm organiza- 
tions and the farmers who speak through them believe in the solvency 
of this Government and that they are willing to absorb their fair share 
of the expenses in an effort together with the rest of the economy to 
make an equal contribution to a balanced budget. 

Now, Mr. Secretary, you state that my record shows “constant ef- 
forts to cut the agricultural conservation payments program.” 

Secretary Brannan. That is right, sir, it does—doesn’t it? 

Senator Kem. No; that is not the case. I supported adequate funds 
for the agricultural conservation payments program and in certain 
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instances when the conditions warranted it I voted for increases i), 
the funds for this program. 

Secretary Brannan. I think you got one vote. 

Senator Kem. All right. 

Secretary Brannan. For increases, and you cited that last time. 

Senator Kem. All right. 

Secretary Brannan. And I will also take recognition of the vote 
just last week on the appropriations for it. 

Senator Kem. Well now, let us get to those votes. 

The first one you mentioned was in 1947. I voted to increase thie 
appropriations for soil conservation by $35,500,000 over the amount 
appropriated by the House. 

I would like to insert in the record at this point, Mr. Chairman, wit) 
your permission a memoranglum regarding the Agriculture oy gp 
ment appropriation bill, conference report, H. R. 3601. I would like 
the record to show the synopsis, the action which was agreed to and the 
vote on that bill which shows that I voted in favor of the bill along 
with Senator Ellender, the chairman of this committee, Senator 
Thomas of Oklahoma, and various other Senators on both sides of the 
aisle. 

The Cuamman. Without objection. 

(The memorandum referred to is as follows :) 


ExHIsit No. 110 


Subject: Agricultural Department Appropriation Bill—Conference Report (H 


R. 3601). 
Synopsis: Vote on Brooks’ motion to insist upon Senate amendments Nos. 43 


and 59, to provide $75,000,000 instead of $45,000,000 for the school-lunch pro 
gram ; and to restore provision for States to use as matching funds money paid 


for lunches by children. 
Action: Agreed to. 


{Excerpts from the Congressional Record, July 21, 1947, p. 9679] 


Mr. Brooks. Mr. President, the next amendments relate to the National Schoo!l- 
Lunch Act. One of them is amendment No. 45. The bill as originally passed by 
the House reduced the school-lunch appropriation from the budget estimate of 
$75,000,000 to $45,000,000. The budget estimate was restored by the Senate 
committee. The other amendment is on page 81, amendment numbered 59. It 
reestablishes the program with this important feature: The House language 
not only reduced the amount from $75,000,000 to $45,000,000, but it also provided 
that the States could not use as matching funds the money that is paid for the 
lunches by the children themselves. ‘There are only a few States which thus 
far have provided sufficient money to be able to participate in this program. The 
Senate felt that the States should be allowed to continue to use as matching 
funds the money which is paid for the lunches by the school children. 

The situation is this: After the House voted to reduce the amount from $75,- 
000,000 to $45,000,000, and further provided that the money paid for the lunches 
by the school children could not be used as matching funds, the Senate voted to 
restore the amount to $75,000,000, and further provided that the money paid 
by the children for the lunches could be used as matching funds. ¥ 

In the conference, the conferees on the part of the Senate and the conferees on 
the part of the House were unable to reach agreement. The House has voted 
on the question twice—first, when it reduced the amount and struck out the pro 
vision about using for matching purposes the money paid by the children; an 
since our conference the House has voted again on this question. 

So, Mr. President, I move that the Senate further insist upon its amendments 
numbered 43 and 59. 

The PresIDENT pro tempore. The question is on agreeing to the motion of the 
Senator from Illinois [Mr. Brooks] that the Senate further insist on its amend 


ments Nos. 43 and 59. 
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Mr. Russei.. I ask for the yeas and nays. 

The yeas and nays were ordered, and the legislative clerk called the roll. 

Mr. WHerRY. I announce that the Senator from Wisconsin [Mr. McCarthy] 
and the Senator from Wyoming [Mr. Robertson] are necessarily absent. The 
Senator from Wisconsin and the Senator from Wyoming, if present and voting, 
would vote “yea.” 

The Senator from New Hampshire [Mr. Tobey] is necessarily absent because 
of illness in his family. If present and voting, he would vote “yea.” 

The Senator from New Hampshire [Mr. Bridges] is detained on official com- 
mittee business. If present and voting, he would vote “yea.” 

The Senator from Minnesota [Mr. Ball], the Senator from New Jersey [Mr. 
Hawkes], the Senator from Oklahoma [Mr. Moore], the Senator from Ohio 
[Mr. Taft], and the Senator from Delaware [Mr. Williams] are unavoidably 
detained. 

The Senator from Kansas [Mr. Reed]. who is necessarily absent, has a gen- 
eral pair with the Senator from New York [Mr. Wagner]. The Senator from 
Kansas, if present and voting, would vote “yea.” 

Mr. Lucas. I announce that the Senator from Virginia [Mr. Byrd] is absent 
on official business. 

The Senator from Arizona [Mr. Hayden] and the Senator from Maryland 
{Mr. Tydings], who are necessarily absent, would vote “yea” if present. 

The Senator from New York [Mr. Wagner], who is necessarily absent, and who 
has a general pair with the Senator from Kansas [Mr. Reed], would vote “yea” 
if present. 

The result was announced—yeas 81, nays 0, as follows: 


[Vote No. 113] 
YEAS—81 


Aiken 
Baldwin 
*Barkley 
Brewster 
Bricker 
Brooks 
Buck 
Bushfield 
Butler 
Cain 
Capehart 
Capper 
*Chavez 
*Connally 
Cooper 
Cordon 
Donnell 
*Downey 
Dworshak 
*Eastland 
Ecton 
*Ellender 
Ferguson 
Flanders 
*Fulbright 
*George 
*Green 


Ball 

Bridges 
*Byrd 

Hawkes 
*Hayden 


Gurney 
*Hatch 

Hickenlooper 
*Hill 


* Hoey 
*Holland 
ves 
Jenner 
*Johnson, Colorado 
*Johnston, South Carolina 
Kem 
*Kilgore 
Knowland 
Langer 
Lodge 
*Lucas 
*McCarran 
*MecClellan 
*McFarland 
*McGrath 
*McKellar 
*McMahon 
*Magnuson 
Malone 
Martin 
*Maybank 
Millikin 


NAYS—0 
NOT VOTING—14 
McCarthy 
Moore 
Robertson, Wyoming 


Reed 
Taft 


Morse 
*Murray 
*Myers 
*O’Conor 
*O' Daniel 
*O’Mahoney 
*Overton 
*Pepper 

Revercomb 
*Robertson, Virginia 
*Russell 

Saltonstall 

Smith 
*Sparkman 
*Stewart 
*Taylor 
*Thomas, Oklahoma 
*Thomas, Utah 

Thye 
*Umstead 

Vandenberg 

Watkins 

Wherry 

White 

Wiley 

Wilson 

Young 


Tobey 
*Tydings 
*Wagner 

Williams 


*Democrats; Republicans unmarked. 


So Mr. Brooks’ motion was agreed to. 
Analysis of vote: 

Yeas 81: 
Republicans 
Democrats 

Nays 0: ‘ 
a ap ARE a LN aT SS eS ee ee 
rel aR RT ee Ro etl A rR ae <a S 
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Senator Kem. All right. 

Now, on June 6, when the Department of Agriculture bill was befor: 
the Senate, June 6, 1952, I voted against amendments to cut the ACP 
program below $250,000,000. 

I would like to insert in the record at this point an excerpt from 
the Congressional Record on pages 6847 and 6848 showing the vote on 
that amendment, which shows yeas 23, nays 35, and I invite attention 
to the fact that I was amongst those who voted against the amendment 
and I was in the company of such Senators as Aiken, Ellender, 
Johnston of South Carolina, Thye, and other leading Senators on both 
sides of the aisle. 

The CHairman. Without objection. 

(The excerpt referred to is as follows :) 


Exnutsir No. 111 


{From Congressional Record, June 6, 1952] 


The PrestvinG Orricer. The clerk will call the roll. 

The Chief Clerk called the roll. 

Mr. Jounson of Texas. I announce that the Senator from Connecticut [Mr 
Benton], the Senator from Virginia [Mr. Byrd], the Senators from Rhode Island 
[Mr. Green and Mr. Pastore], the Senator from Oklahoma [Mr. Kerr], the Sena 
tor from Washington [Mr. Magnuson], the Senator from Arkansas [Mr. Mc. 
Clellan], the Senator from Maryland [Mr. O’Conor], the Senator from Wyoming 
{Mr. O’Mahoney], the Senator from Virginia [Mr. Robertson], and the Senator 
from Florida |[Mr. Smathers] are absent on official business 

The Senator from Iowa [ Mr. Gillette] is necessarily absent. 

The Senator from Tennessee [Mr. Kefauver] is absent by leave of the Senate 

The Senator from New York [Mr. Lehman] is absent because of a death in his 
family. 

The Senator from Connecticut [Mr. McMahon] is absent because of illness. 

The Senator from Montana [Mr. Murray] is absent by leave of the Senate on 
official business, having been appointed a delegate from the United States to 
the International Labor Organization Conference, which is meeting in Geneva, 
Switzerland. 

The Senator from Iowa [Mr. Gillette] is paired on this vote with the Senator 
from New York [Mr. Ives]. If present and voting, the Senator from Iowa would 
vote “nay,” and the Senator from New York would vote “yea.” 

The Senator from Tennessee [Mr. Kefauver] is paired on this vote with the 
Senator from Massachusetts [Mr. Lodge]. If present and voting, the Senator 
from Tennessee would vote “nay,” and the Senator from Massachusetts would 
vote “yea.” 

I announced further that the Senator from Oklahoma [Mr. Kerr] is paired 
on this vote with the Senator from Virginia [Mr. Robertson]. If present and 
voting, the Senator from Oklahoma would vote “nay,” and the Senator from 
Virginia would vote “yea.” 

The Senator from Maryland [Mr. O’Conor] is paired on this vote with the 
Senator from Arkansas [Mr. McClellan]. If present and voting, the Senator 
from Maryland would vote “yea,” and the Senator from Arkansas would vote 
“nay.” 

The Senator from Florida [Mr. Smathers] is paired on this vote with the Sen 
ator from California [Mr. Nixon]. If present and voting, the Senator from 
Florida would vote “nay,” and the Senator from California would vote “yea.” 

If present and voting, the Senator from Washington [Mr. Magnuson], and 
the Senator from Montana [Mr. Murray], would vote “nay.” 

Mr. Brinces. I announce that the Senator from Indiana [Mr. Capehart], the 
Senator from Kansas [Mr. Carlson], the Senator from New York [ Mr. Ives], the 
Senator from Wisconsin [Mr. McCarthy], and the Senator from North Dakota 
[Mr. Young] are absent by leave of the Senate. 

The Senator from Maryland [Mr. Butler], the Senator from Montana [M: 
Ecton], the Senator from North Dakota [Mr. Langer], and the Senator from 
Pennsylvania [{Mr. Martin] are absent on official business. 
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The Senator from Maine [Mr. Brewster], the Senator from Indiana [Mr. Jen- 
ner], the Senator from Massachusetts [Mr. Lodge], the Senator from California 
|Mr. Nixon], the Senator from Nebraska [Mr. Seaton], and the Senator from 
Ohio [Mr. Taft] are necessarily absent. 

The Senator from Ohio [Mr. Bricker], the Senator from Nebraska [Mr. But- 
ler], the Senator from Pennsylvania [Mr. Duff], the Senator from Vermont 
(Mr. Flanders], the Senator from Massachusetts [Mr. Saltonstall], the Senator 
from New Hampshire [| Mr. Tobey], and the Senator from Wisconsin [Mr. Wiley] 
are detained on official business. 

On this vote the Senator from Vermont [Mr. Flanders] is paired with the 
Senator from Massachusetts [Mr. Saltonstall]. If present and voting the Sen- 
ator from Vermont would vote “nay,” and the Senator from Massachusetts would 
vote “vea.” 

On this vote the Senator from Maine [Mr. Brewster] is paired with the Sena 
tor from North Dakota [Mr. Young]. If present and voting, the Senator from 
Maine would vote “yea,” and the Senator from North Dakota would vote “nay.” 

On this vote the Senator from California [Mr. Nixon] is paired with the 
Senator from Florida |Mr. Smathers]. If present and voting, the Senator from 
California would vote “yea,” and the Senator from Florida would vote “nay.” 

On this vote the Senator from New York [Mr. Ives] is paired with the Senator 
from Iowa [Mr. Gillette]. If present and voting, the Senator from New York 
would vote “yea,” and the Senator from lowa would vote “nay.” 

On this vote the Senator from Massachusetts [Mr. Lodge] is paired with the 
Senator from Tennessee [Mr. Kefauver]. If present and voting, the Senator 
from Massachusetts would vote “yea” and the Senator from Tennessee would 
vote “nay.” 

The result was announced—yeas 23, nays 35, as follows: 


YEAS—23 


Anderson Dworshak Millikin 

Bennett Ferguson Schoeppel 

Bridges Frear Smith, Maine 

Cain Hendrickson Smith, New Jersey 
Case Hickenlooper Watkins 

Cordon Holland Welker 

Dirksen Hunt Williams 

Douglas Knowland 


NAYS—35 


Aiken Humphrey Monroney 
Chavez Johnson, Colorado Moody 
Clements Johnson, Texas Morse 
Connally Johnston, South Carolina Mundt 
Fastland Kem Neely 
Ellender Kilgere Russell 
Fulbright Long Smith, North Carolina 
George Malone Sparkman 
Hayden Maybank Stennis 
Hennings McCarran Thye 
Hill McFarland Underwood 
Hoey McKellar 

NOT VOTING—38 
Benton Ives Nixon 
Brewster Jenner O'’Conor 
sricker Kefauver O’ Mahoney 
Butler, Maryland Kerr Pastore 
Butler, Nebraska Langer Robertson 
Byrd Lehman Saltonstall 
Capehart Lodge Seaton 
Carlson Magnuson Smathers 
Duff Martin Taft 
Ecton McCarthy Tobey 
Flanders MeClellan Wiley 
Gillette McMahon Young 
Green Murray 


Senator Kem. Now, Mr. Brannan, when you wrote this letter of 
June 11, 1952, why didn’t you set out these two votes in which I had 
opposed cutting the agricultural-conservation-payments program / 

Secretary Brannan. Well, Senator, your first vote was already in 
the record in this proceeding, and we have talked about it, and I say 
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again that you have not been wrong all the time. I just say your pat- 
tern of voting has been antifarmer ; that is all. 

Senator Kem. Secretary Brannan, in that connection, how wide 
publicity did you give to your letter to me of June 11, 1952? 

Secretary Brannan. Well, Senator, after you received the letter, 
and had made known that you had received it, the press people who 
cover the Department came and asked for it and it was distributed. 

Senator Kem. Did you 

Secretary Brannan. Distributed in no different fashion than any 
other item that goes out of the Department. ; 

Senator Arken. How many copies were put out of that letter ? 

Secretary Brannan. The standard number of copies, whatever it 
was, to serve the press. 

Senator Kem. What is the standard number? 

Secretary Brannan. I don’t know, sir. 

Senator Kem. Well, now 

Secretary Brannan. But whatever is necessary to service the press. 

Senator Kem. Well, in volume 4 at page 758 of the Congressiona! 
Record, the chairman of this committee inserted in the record Secre- 
tary Brannan’s distribution of 2,200 copies of a mimeographed letter 
clirected by him to Senator John J. Williams. 

Did you direct this criticism to Senator Williams as Secretary of 
Agriculture or as a private citizen exercising the right of freedom of 
speech ? 

Secretary Brannan. What is the date of that and what is the rele- 
vancy—oh, that is in reply to Williams’ accusations against the De- 
partment of Agriculture? 

Senator Kem. Yes. 

Secretary Brannan. In relationship to the Camp Crowder case; 
isn’t it? 

Senator Kem. My question is, when you sent that out, did you send 
it out as Secretary of Agriculture or as a private citizen. 

Secretary Brannan. I was acting as Secretary of Agriculture, de- 
fending the honor and reputation of people in the Department, the 
employees thereof; and the Department, in reference to that partic- 
ular item, was completely sustained by this committee, and Senator 
Williams came over and retracted the things he said. 

Senator Kem. Well, I don’t want to get into any arguments between 
you and Senator Williams. 

Secretary Brannan. I don’t want to, either. 

Senator Kem. But the record will show whether he retracted the 
statement he made, and my notion is that the record in this case dis- 
closes irregularities of an alarming and surprising and startling na- 
ture in connection with the grain-storage program at Camp Crowder. 

Now, is that approximately the number of copies of this letter of 
June 11, 1952, that you distributed ? 

Secretary Brannan. If that is the normal distribution, I would 
say “Yes.” 

Senator Kem. Well, is it normal? You must know. 

Secretary Brannan. No; I don’t know how many copies of this 
letter were distributed. 

Senator Kem. Well, were there great numbers distributed of the 
letter of June 11 and 
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Secretary Brannan. No; I am sure that it got no more distribution 
than the Williams letter. 

Senator Kem. I see. -Now, why give such wide distribution to your 
letter, in which you say that the record shows constant efforts to 
cut the agricultural-conservation-payments program by me, without 
mentioning that on occasion I had voted for increased funds for this 
program ¢ 

Secretary Brannan. Well, Senator, I cited the occasions where 
you voted against the A. C. P., and there were many times. I just 

Senator Kem. Why didn’t you cite the times I voted for it, if you 
want to be fair? 

Secretary Brannan. I made reference to it in here. 

Senator Kem. Where? 

Secretary Brannan. Where I said your record has not been com- 
pletely negative—— 

Senator Kem. Well, that is just a general statement. If you want 
to be fair, why didn’t you say that on two occasions I had voted to 
increase the agricultural-conservation-payments program ? 

Secretary Brannan. Well, Senator, I don’t know quite whom to 
give credit to for the last vote. Certainly not to Allan Kline in this 
case, because that isn’t the way he went about it. 

Senator Kem. What does that have to do or Allan Kline have to 
do with my vote? I am asking you why. Now, let us get along with 
this. 

Secretary Brannan. All right, sir. 

Senator Kem. I am asking you why you didn’t mention in your 
letter of June 11, 1952, the fact that on two occasions I had voted to 
increase agricultural-conservation-payments programs? Now, if you 
have any explanation of that, give it to us, and not side lines about 
Allan Kline. 

Secretary Brannan. Because I know you will take care of it, as 
you are now taking care of it. Your first vote to which you make 
refrence is already in the record; you have put it in. 

Senator Kem. Oh. So you have made an untruthful statement, de- 
pending on the fact that I would correct the falsity of it. Is that it? 

Secretary Brannan. Oh, no. I am talking about your pattern of 
voting. 

Senator Kem. No; you didn’t. You said, “Your record shows con- 
stant efforts to cut the agricultural-conservation-payments program.” 
Now, that word “constant” means continued. 

Now, I ask you, if you want to be fair, and if you are an honest 
and honorable man, why didn’t you set out the two times on which 
I had voted to increase the agricultural-conservation-payments 
program ¢ 

Secretary Brannan. Senator, I did not set forth all of the votes. 
I am setting forth the votes on which I base my judgment. 

Senator Kem. Well, you set out the votes in which I voted to de- 
crease the program. 

Secretary Brannan. That is right. 

Senator Kem. Why didn’t you set out those votes to increase it? 

Secretary Brannan. Because this does not purport to be a com- 
plete record of your votes. 

Senator Kem. It purports to be a truthful record. 
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Secretary Brannan. It purports to be a truthful record, and 
is a truthful record. 

Senator Kem. Is it truthful when it says that I made a constant 
effort to reduce those payments and set out the votes in which I voted 
to reduce the payments and fails to mention the times in which | 
voted to increase them ? 

Secretary Brannan. Well, Senator, I cited the record and the 
facts upon which I based my judgment. 

Senator Kem. You cited part of the record. Why didn’t you 
cite all of the record ¢ 

Secretary Brannan. Because I am only citing the part of the record 
on which I base my judgment. 

Senator Kem. Well, isthis a truthful or untruthful statement ? 

Secretary Brannan. It is a completely truthful statement, sir. 

Senator Kem. Well, then, when you make the statement that the 
record shows constant efforts on my part to cut the agricultural- 
conservation-payments program and you set out the votes I made 
with that end in view, why didn’t you also refer to the votes I made 
for the purpose of increasing such payments ? 

Secretary BRANNAN. Senator, because I was pointing out the votes 
which sustained my judgment of a pattern of voting against farmers. 

Senator Kem. Well, how can you say there is a pattern when | 
voted both ways! 

Secretary Brannan. Well, you—— 

Senator Kem. Aren’t you misrepresenting the facts ? 

Secretary Brannan. No, sir. 

Senator Kem. Obviously 

Secretary Brannan. Of the number of votes you cast on ACP, on 
record, the majority are against it; by far the majority of them. 

Senator Kem. Now, how many do you cite that I voted against? 

Secretary Brannan. Well, adding up in the letter here, ‘there are 
five votes against ACP itself—I mean directly—plus two across-the- 
board cuts which would have involved the ACP. In other words, 
there are seven against in this letter. You have one in the record 
and you have one—— 

Senator Kem. Why, when you set out the votes I made to cut the 
payments, didn’t you also cite the votes I made to increase it ? 

Secretary Brannan. I have answered the best I can. 

The CHarrman. He has answered two or three times. 

Senator Kem. Well, all right. I may be dumb, but I don’t under 
stand his answers at all; but I would like the record to show that, 
when our national sovereignty was at stake, in an effort to balance the 
budget I have on occasions voted to reduce appropriations for the 
agricultural-conservation bill 

Secretary Brannan. Senator—— 

Senator Kem. Just a minute. [Continuing:] in line with what 
the farmers said they needed, speaking through their own farm or- 
ganizations. I have not always followed those recommendations. | 
have used my own judgment, as I think I shall continue to do as long 
as Tam a Member of Congress. 

Secretary Brannan. All right. Well, now, Senator, do you pro- 
pose to represent that the five or seven times you voted against the 
appropriation for the ACP and the Department’s other programs the 
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country was in dire danger of insolvency, but that 2 weeks ago we 
had gotten out of the hole? 

Senator Kem. No; but I voted—— 

Secretary Brannan. You voted for a larger appropriation when, 
if I understand the papers correctly, there is more talk about insol- 
vency than there ever was. 

Senator Kem. Generally speaking, I tried to hold those payments 
around $250,000,000. 

Secretary Brannan. Well, your other votes moved to cut them 
much lower than that, down to $150,000,000 in a couple of these cases. 

Senator Kem. Well, perhaps I did. I may have been right or I 
may have been wrong. I have tried to steer a middle course. I have 
tried to provide for the building up of our farms and our farmland. 
I have tried to insure the solvency of the Federal Government. 

You recognize—do you not, Mr. Secretary ’—that the Federal Gov- 
ernment can go on spending money to the point where it will bank- 
rupt the country ¢ 

Secretary Brannan. Oh, of course it can, Senator, but let me just 
tell you this: If you were really serious about it, you would not be 
wasting your time on this little Department budget, which is only 2.3 
percent of the total national budget. 

Senator Kem. “Wasting” my time; is that what you claim about 
the across-the-board cuts that I voted on—— 

Secretary Brannan. In Agriculture. 

Senator Kem (continuing). In everything. 

Secretary Brannan. No; the total Agriculture budget is only 2.3 
percent of the total national budget. 

Senator Kem. Well, you cannot cut other things and not cut Agri- 
culture; you know that. 

Secretary Brannan. Well, sir 

Senator Kem. That is a method you have got to take. You have 
got to make those cuts general, across-the-board, if you are going to 
accomplish anything. 

Secretary Brannan. Well, Senator, let me finish this. You also 
are aware, or should be aware as a Senator, that the Department of 
Agriculture appropriations are almost 25 percent lower than they 
were in 1940, and that our personnel is almost 25 percent less than they 
were in 1940, and the Department of Agriculture has been getting 
along in good shape. 

Senator Kem. I think that the Appropriations Committee has done 
some very effective work in that connection. 

Secretary Brannan. All right. 

Senator Kem. And, if they had your cooperation, I am glad to 
hear of it, 

Secretary Brannan. They had it, Senator. 

Senator Kem. And, when there is a cut involving a particular de- 
partment, that department comes in and says, “Well, you will have 
to make these cuts somewhere else; we can’t take it.” Nobody knows 
that better than the chairman, who is a member of the Appropria- 
tions Committee, and what we are going to have to do if we are going 
to make these cuts and get the budget balanced is to stick our neck 
in there and hew to the line, and that is what I tried to do. 
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Now, from the farmers’ standpoint, isn’t it true that deficit financ 
ing steals the value of our money, and the bills for a big government 
either must be paid through higher taxes or a loss of the value of 
money ¢ 

Secretary Brannan. Well, I don’t know that I want to make a com 
plete academic agreement on that long economic dissertation, but | 
think farmers oder probably more than other people when the econ 
omy gets out of balance, and have as great a stake as anybody, if not 
greater. 

Senator Kem. And his property is where the tax collectors can 
always reach it; isn’t it? 

Secretary Brannan. That is true, but it is also true of many other 
people, like myself. 

Senator Kem. Are you an exponent of what has become known as 
a policy of spend and spend, and tax and tax, and elect and 
elect f 

Secretary Brannan. There is no such policy that I know of, except 
campaign talk like this right now. 

Senator Kem. In forming your opinions about these cuts, have you 
been guided by the positions taken by the major farm organizations’ 

Secretary Brannan. I have been guided by my very careful study 
of what I thought the Department needed. 

Senator Kem. Have your opinions been motivated by political con- 
siderations? 

Secretary Brannan. Not at all, sir, except on the premise I told you 
once before: that the best politics which I know is the best possible 
program we can develop. 

Senator Kem. Prior to the time you presented the Brannan plan 
to Congress, did you consult with the farmer-elected county and 
community committeemen ? 

Secretary Brannan. No. The parts of the program studies I think 
have over the history of the Department been set out. They did not 
go out in bulk and, if you were to read, you will learn the reason why: 
that we didn’t have time enough to finish our recommendations. No- 
body would testify until the Department came to testify. 

Senator Kem. You have been consulting the major farm organiza- 
tions ¢ 

Secretary Brannan. Oh, yes, sir. 

Senator Kem. About the Brannan plan? 

Secretary Brannan. About our recommendation. 

Senator Kem. About your plan, your Brannan plan that you pre 
sented before you presented it to the joint committee? 

Secretary Brannan. Yes, sir. 

Senator Kem. What reaction did you get? 

Secretary Brannan. General acquiescence. 

Senator Kem. And you thought that they were in accord wit! 
your plan when you presented the Brannan plan to the joint com 
mittee ? 

Secretary Brannan. Now, look, Senator. We made recommenda 
tions which the Congres asked for. We did not propose a plan, and 
we did not advocate a plan; we simply made a series of recommenda 
tions, of which Mr. Kline turned one small part of into a politica! 
football, and it is still being kicked around right here this moment. 
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Senator Kem. Well, let us get to another group of items set out in 
your letter. 

Secretary Brannan. I would like to. 

Senator Kem. That is the group that has to do with the grain- 
storage program and Commodity Credit Corporation. 

Secretary Brannan. Yes, sir. 

Senator Kem. Do you mean by the statements made on page 3 to 
imply that I have been against a sound storage program for the Com- 
modity Credit Corporation ? 

Secretary Brannan. Well, the record speaks for itself, Senator. 
We were just breaking our necks and so were many Members of Con- 
gress, some of them sitting right around this table right now, to get 
into a position to store the very big crops in 1949 which were com- 
ing on after the crops of 1948. 

Senator Kem. And you mean to say that I opposed such a storage 
program ¢ 

Secretary BraNNAN. I mean to say that you engaged in delaying 
tactics which were disastrous—could have been disastrous and which 
Senator Anderson, for example, and others called your attention to. 

Senator Kem. Well, now, let us talk about delaying tactics. 

If you will refer to volume 95, part 2, page 2779 of the Congres- 
sional Record of March 18, 1949, you will see that the record clearly 
shows that my interest in the Commodity Credit Corporation bill 
was confined to one point and one point only. 

Secretary Brannan. That is right. 

Senator Kem. I stated my position as follows, reading from page 
2779: 

Mr. Chairman, for the information of the Senator from Illinois [Mr. Lucas], 
I should like to say it is not the provisions of the bill which he has referred to 
with reference to the storage of grain about which I am in doubt, but it is the 
provisions of the bill that place in the hands of the Secretary of Agriculture 
the exclusive right to appoint Directors of this tremendous business Corpora- 
tion. Heretofore there have been two outside Directors, two outside members 
of the Board of Directors. The bill will do away with that and provide that 
all members of the Board of Directors shall be appointed by the Secretary of 
Agriculture. An advisory council is set up composed of members from the 
outside but under the provisions of the bill I understand the advisory council 
will have no authority but will merely have the privilege of meeting four times 
a year and expressing their views. I do not mean to say I am against the bill 
but I mean to say I should like an opportunity to consider it further before we 
reach a decision. 

Now, that is the delaying tactics that you speak of. 

Senator Arken. What date is that? 

Senator Kem. That is March 18, 1949. 

Now, as that statement clearly shows, I am not against the grain- 
storage program now. I never have been. I have never had any- 
thing to do with the efforts to get storage on behalf of certain in- 
dividuals. And on that point you are deliberately trying to deceive 
the public and the committee when you know the facts are otherwise. 

If you will refer to Senate bill 900, which was a bill to amend the 
Commodity Credit Corporation Act, which was the Strategic and 
Critical Materials Stockpiling Act, you will find that the only ques- 
tion I raised about the bill pertained to the problem of how the 
Board of Directors was to be constituted. 
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I thought, as did a majority of the Senate, that it was wise and sound 
to have certain outside directors sitting on that Board. We did not 
think that it was wise to have this tremendous business organization 
in the hands of one man whose discretion in the matter would bx 
entirely unbridled and untrammeled. 

Now, many members including the distinguished Senator from New 
Mexico did not agree with me on that, but that was the position I took 
and it is still my position and nothing that has developed in the opera 
tion of the Commodity Credit Corporation since, or none of the facts 
that have been disclosed about those operations since have caused me 
to change my mind in the slightest respect, the slightest particular. 

Now, I would like to ask you further about my vote on May 26, 1949, 
on the question of agreeing to a conference report on Senate bill 900. 
At that time the conference had deleted the Senate provision which 
yrovided the members of the Board of Directors of the CCC would 
e appointed by the President with the advice and consent of the 
Senate. Forty-six Senators rey: me in voting to reject and send 
back to conference and insist the Senate provision be retained. 

Among those Senators were Senators Byrd, Downey, Eastland, 
Frear, Gillette, Johnson of Colorado, McCarran, McClellan, McKellar, 
O’Conor, Robertson, Russell, Stennis, Tydings, and others. 

Would you say that those Senators on that occasion were voting 
against farmers’ best interests ? 

Secretary Brannan. They were all very fine Senators and had I 
been on the floor as a Member of the Senate I would have voted 
contrary to the way they voted. 

Senator Kem. I see. 

Secretary Brannan. And I would have followed Senator Aiken, 
who in connection with that very bill on that very day said, and I 
am quoting: 

There is a feeling that this bill should be passed quickly. The House agreed to 
have the Advisory Board members confirmed by the Senate, in return for per 
mitting the Secretary of Agriculture to have the power to appoint the Executive 
Board of the Commodity Credit Corporation, for whose actions he is responsible. 

But you voted against it, after Senator Aiken had made those re 
marks. 

Senator Kem. Do you find where Senator Aiken is denouncing the 
attitude of any Senators who disagreed with him on that subject ? 

Secretary Brannan. No. I am just quoting 

Senator Kem. Do you find him anywhere using such harsh language 
as, “They were voting against the farmers’ best interests” ? 

Secretary Brannan. No, because this is only one occasion 

Senator Kem. Do you find him or any of the Senators that voted as 
he did saying that Senators were voting against the farmers’ need 
when I asked that two outside directors be provided for? 

Secretary Brannan. Well, there was a feeling this bill should be 
passed quickly, which ; is another way of saying the bill was needed. 

Senator Kem. Well, it was passed, wasn’t it? 

Secretary Brannan. But you voted against it each time. It was 
passed over your objection. 

Senator Kem. Only on that one point. I am very clear 

Secretary Brannan. All right, very well, but you knew the bill 
could not pass that pertained to storage as long as you objected to that 
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provision, and let me say one more thing, Senator, if you had not spent 
so much time in getting into this problem of the board of direc tors and 
delaying the whole corporate authorization by about 3 months, we 
would have been in grain storage operation quicker and we would have 
had fewer emergency actions to take—I don’t know whether we could 
have avoided any of what developed 

Senator Kem. It is your opinion. The opinion was widely held 
if you had some assistance and some outside firm on your operations 
you would not have gotten into the sorry mess in which you find your- 
self. 

Senator Arken. I would like to ask a question. 

Senator Kem. Of course. that is your point of view and you are 
entitled to your view and I am entitled to mine. 

Secretary Branman. Thank you. 

Senator Kem. I certainly did not say your position was against 
the farmers’ need; I don’t say you were against the best interests of 
the farmers when you took the choice you did. 

Secretary Brannan. But you have said that. 

Senator Kem. And I am startled and astounded to hear you make 
such charges against me merely because I had a contrary view to that 
you held on the question of whether there should be outside directors 
in the Commodity Credit Corporation. 

Secretary Brannan. But I am not supposed to be startled because 
you said many things much worse than that ? 

Senator Kem. Yes; and I have proven them. I have laid it on the 
line. I have demonstrated today your unfitness to be Secretary of 
Agriculture, and the entire record shows that clearly and if you want 
a hearing on that, 1 will be glad to present a case against your admin- 
stration. 

Secretary Brannan. Well, you have been trying for 4 or 5 months. 
Senator Kea. And I have done a very good job on that, too. 
Secretary Brannan. That isa matter of opinion. 

Senator Kem. That opinion seems to be widely held, to that effect. 
You may be interested to know that I have many offers of assistance. 

Now, Mr. Secretary, you say, you make very broad statements here 
that I have opposed a workable farm storage program run by the 
farmers in the interest of the farmers, or words to that effect. 

I challenge you to present one shred of evidence that I have ever 
opposed such a program. 

Secretary Brannan. It is in this letter. 

Senator Kem. Well, all you say is that I asked to have the matter 
delayed so that two directors could be appointed, and then you present 
another case, it goes off on an entirely different point. I will refer 
now to—— 

Secretary Brannan. Senator, I have said that your record shows a 
damaging delay on passage of legislation to allow the Commodity 
Credit C orporation to provide the stor age needed for larger crops of 
grain in 1949 and subsequent. 

Senator Kem. You also state you can not find anywhere I voted 
for the original Commodity Credit Corporation charter in 1948 or 
that I voted for the charter at any time. 

Now, I would like for the record to show that I voted for the original 
Commodity Credit Corporation charter in 1948; that I voted for the 
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amendments to the Commodity Credit Corporation charter at 1949. 

I would like the record to show that at no time have I voted against 
or acted against the best interests of the farmers with respect to the 
storage program being carried out by the Commodity Credit Cor 
poration. 

Secretary Brannan. Those are not record votes. 

Senator Kem. If you cannot find in the record, the reason is that 
they passed by voice vote. You cannot find any record I voted against, 
except two occasions, which was with reference to the Board of Direc- 
tors, in which I think the subsequent developments show clearly I was 
right. I feel sure that if it was possible to turn back the clock on that. 
that the Commodity Credit Corporation would not have been left to 
unbridled discretion as it has. 

Now, another point is item 14 on page 5, where you again try to 
convey the idea that I was opposed to the Commodity Credit Corpora 
tion. You say that I voted against an increase in the borrowing au- 
thority of the corporation of $2,000,000,000. 

Secretary Brannan. Yes, sir. 

Senator Kem. You avoided in your letter bringing out what the real 
argument was about. Senator Magnuson, Democrat of Washington, 
was opposing the adoption of the conference report on this bill be- 
cause the provisions with respect to protecting price-support pro- 
grams against importation of agricultural commodities under section 
22 as provided by the Senate had been eliminated in a conference wit! 
the House. 

Now, Senator Magnuson thought that we ought not be attempting to 
—— prices of agricultural commodities with the money of Ameri- 
‘an taxpayers and have those commodities come in from the outside 
wit hout some restraint and he.was proposing this section 22 be inserted 
in the bill. It was delayed in the House and it came back to the Se: 

ate and he was opposing the Senate conference report. 

Now, Senator Magnuson did not want anybody to think that he was 
opposing the $2,000,000,000 increase for the Commodity Credit Cor 
poration, and no one there in his right mind had any reason to believe 
that Senator Magnuson was doing that or that any other Senator wh» 
voted as he did was doing that, and on page 9161 of the Record on June 
26, 1950, he made this abundantly clear when Senator Magnuson said: 

This pending bill provides a mere expansion of the borrowing power of the 
Commodity Credit Corporation. The CCC has the money anyway. It will have 
no effect on the power of the CCC should this bill be returned to conference 
through an insistence by the Senate upon this amendment. The Corporation 
will proceed with its business in the interests of American agriculture and 
in the interests of the American agricultural economy regardless of how long it 
may take a conference committee to agree to this amendment. So, we are faced 
with a much different legislative situation at the present time. 

Then Senator Magnuson went on to say that the question of in- 
creasing by $2,000,000,000 the borrowing power of the Commodity 
Credit Corporation therefore was not in controversy when the bill 
went to conference: 

Both the House and the Senate were in complete agreement that the CCC's 
borrowing authority should be increased. In consequence, any Senator who 
votes with me to reject this conference report cannot be accused by that action 
of being against the farmers of this country. Irrespective of whether or not 
this bill goes back to conference, a $2,000,000,000 increase in the CCC’s borrowing 
authority is assured. 








STORAGE AND PROCESSING ACTIVITIES OF CCC 2309 


Senator ArKken. Senator, if I may 

Senator Kem. Just a minute, please, I want to ask the Secretary 
this question. 

Why, Mr. Brannan, did you avoid stating in your letter of June 
11 what the controversy about the conference report on H. R. 6567 and 
the vote on that report was about? 

Secretary Brannan. Well, Senator, it was about the—the bill was 
about the $2,000,000,000 increase which was needed, sure, and Sena- 
tor Magnuson tried to hang on an extraneous amendment 

Senator Kem. He was trying to—— 

Secretary Brannan. He was trying to secure the adoption of an 
extraneous amendment, by hanging it on and 

Senator Kem. Are you charging what he was saying was untrue 
when he said that question was not involved ? 

Secretary BrannaN. Well, Senator, of course it is a plain matter of 
fact after the bill had been passed by the House and the provisions 
with respect to increasing the buying authority had been passed by the 
House and Senate that it was no longer in issue, but—— 

Senator Kem. Just a minute. Why didn’t you state that in the 
letter of June 11, if that question was no longer in issue? 

Secretary Brannan. Because that is still an extraneous subject 
matter. 

Senator Kem. Why did you say in effect that I was against the 
Commodity Credit Corporation when I voted as I did on the Magnu- 
son motion ? 

Secretary Brannan. Because I think that anybody who wanted to 
go along with that extraneous provision was not operating in the 
best interests of the farmer. 

Senator Kem. Well, as a matter of fact, the vote on that amend- 
ment was very close, wasn’t it? 

Secretary Brannan. It was broken by the Vice President. 

Senator Kem. I would like to put in the record at this point, Mr. 
Chairman, the synopsis, the action, and the vote on the conference 
report, June 26, 1950. 

The Cuarrman. Without objection. 

(The document referred to is as follows :) 


Exnursit No. 112 


Subject: Commodity Credit Corporation—Conference Report—(H. R. 6567). 

Synopsis: Vote on agreeing to the conference report. Those opposed to its 
adoption claimed that the compromise language agreed to by the conferees in 
regard to the Magnuson-Morse amendment previously included in the bill 
reported by the committee and passed by the Senate, would provide so much 
red tape and duplication of investigation and findings of facts, that it would 
be next to worthless. The amendment sought to curtail the import of foreign 
farm products when they complete with American crops which are being 
supported by the Government. See statement of managers printed on next 
page. Note: The Vice President voted. 

Action: Agreed to. 


[Excerpts from the Congressional Record, June 26, 1950, p. 9309] 
Mr. ELLenper. Mr. President, I submit a conference report on House bill 6567, 


to inerease the borrowing power of Commodity Credit Corporation, and I ask 
unanimous consent for its immediate consideration. 
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The Presipinc Orricer. The report will be read for the information of the 
Senate. 
The legislative clerk read the report, as follows: 


“CONFERENCE REPORT 


“The committee of conference on the disagreeing votes of the two Houses on the 
amendment of the Senate to the bill (H. R. 6567) to increase the borrowing power 
of Commodity Credit Corporation, having met, after full and free conference, 
have agreed to recommend and do recommend to their respective Houses as 
follows: 

“That the House recede from its disagreement to the amendment of the Senate 
and agree to the same with an amendment as follows: In lieu of the matter 
proposed to be inserted by the Senate amendment insert the following: 

“Sec. 3. Section 22 of the Agricultural Adjustment Act, as amended (U. 8. C., 
title 7, sec. 624), is hereby amended to read as follows: 

“‘Sec. 22. (a) Whenever the Secretary of Agriculture has reason to believe 
that any article or articles are being or are practically certain to be imported 
into the United States under such conditions and in such quantities as to render 
or tend to render ineffective, or materially interfere with, any program or 
operation undertaken under this title or the Soil Conservation and Domestic Al- 
lotment Act, as amended, or section 32, Public Law Numbered 320, Seventy-fourth 
Congress, approved August 24, 1935, as amended, or any loan purchase or other 
program or operation undertaken by the Department of Agriculture or any agency 
operating under its direction, with respect to any agricultural commodity or 
product thereof, or to reduce substantially the amount of any product processed 
in the United States from any agricultural commodity or product thereof with 
respect to which any such program or operation is being undertaken, he shall so 
advise the l’resident, and, if the President agrees that there is reason for such 
belief, the President shall cause an immediate investigation to be made by the 
United States Tariff Commission, which shall give precedence to investigations 
under this section to determine such facts. Such investigation shall be made 
after due notice and opportunity for hearing to interested parties, and shall be 
conducted subject to such regulation as the President shall specify. 

“*“¢b) If, on the basis of such investigation and report to him of findings 
and recommendations made in connection therewith, the President finds the 
existence of such facts, he shall by proclamation impose such fees not in excess 
of 50 per centum ad valorem or such quantitative limitations on any article 
or articles which may be entered, or withdrawn from warehouse, for con- 
sumption as he finds and declares shown by such investigation to be necessary 
in order that the entry of such article or articles will not render or tend to 
render ineffective, or materially interfere with, any program or operation re- 
ferred to in subsection (a) of this section, or reduce substantially the amount 
of any product processed in the United States from any such agricultural com 
modity or product thereof with respect to which any such program or opera- 
tion is being undertaken: Provided, That no proclamation under this section 
shall impose any limitation on the total quantity of any article or articles which 
may be entered, or withdrawn from warehouse for consumption which reduces 
such permissible total quantity to proportionately less than 50 percentum of the 
total quantity of such article or articles which was entered or withdrawn from 
warehouse, for consumption during a representative period as determined by 
the President: And provided further, That in designating any article or articles, 
the President may describe them by physical qualities value use or upon such 
other bases as he shall determine. 

“*“(e) The fees and limitations imposed by the President by proclamation 
under this section and any revocation, suspension, or modification thereof, shal! 
become effective on such date as shall be therein specified, and such fees shal! 
be treated for administrative purposes and for the purposes of section 82 of 
Public Law Numbered 320, Seventy-fourth Congress, approved August 24, 1935, 
as amended, as duties imposed by the Tariff Act of 1930, but such fees shall not 
be considered as duties for the purpose of granting any preferential concession 
under any international obligation of the United States. 

“*«“(d) After investigation, report, finding, and declaration in the manner 
provided in the case of a proclamation issued pursuant to subsection (b) of this 
section, any proclamation or provision of such proclamation may be suspended or 
terminated by the President whenever he finds and proclaims that the circum- 
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stances requiring the proclamation or provision thereof no longer exist or may 
be modified by the President whenever he finds and proclaims that changed 
circumstances require such modification to carry out the purposes of this 
section. 

“**e) Any decision of the President as to facts under this section shall be 
final. 

“**(6) No proclamation under this section shall be enforced in contraven- 
tion of any treaty or other international agreement to which the United States 
is or hereafter becomes a party; but no international agreement or amendment 
to an existing international agreement shall hereafter be entered into which 
does not permit the enforcement of this section with respect to the articles and 
countries to which such agreement or amendment is applicable to the full extent 
that the general agreement on tariffs and trade, as heretofore entered into by 
the United States, permits such enforcement with respect to the articles and 
countries to which such general agreement is applicable. Prescription of a lower 
rate of duty for any article than that prescribed by the general agreement on 
tariffs, and trade shall not, if subject to the escape provisions of such general 
agreement, be deemed a violation of this subsection.” ’ 

“And the Senate agree to the same. 

“BRENT SPENCE, 

“PAUL BROWN, 

“WRIGHT PATMAN, 

“Brooks Hays, 

“Jesse P. Wo.cort, 

“RALPH A. GAMBLE, 

“Henry O. TALLE, 
“Managers on the Part of the House. 

“ALLEN J. ELLENDER, 

“Scott W. LuUcAs, 

“Criypve R. Hoey, 

“Spessarp L. HOLLAND, 

“GEORGE D. AITKEN, 

“Epwarp J. THYE, 
“Managers on the Part of the Senate. 


“STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


“The managers on the part of the House in the conference on the disagreeing 
votes of the two Houses on the amendment of the Senate to the bill (H. R. 
6567) to increase the borrowing power of the Commodity Credit Corporation 
submit the following statement in explanation of the effect of the action agreed 
upon by the conferees and recommended in the accompanying conference re- 
port : 

“The Senate amendment proposed a new section 3 to the House bill which would 
amend section 22 of the Agricultural Adjustment Act in several respects. The 
committee of conference recommended that the House recede from its disagree- 
ment to the amendment of the Senate and agree to the same with an amend- 
ment, 

“The Senate amendment made no change in the House bill with respect to in- 
creas ng the borrowing power of the Commodity Credit Corporation from £4,750,- 
000,000 to $6,750,000,000. The Senate amendment proposes several changes to 
section 22 of the Agricultural Adjustment Act. There was no similar provision 
in the House bill. The conference amendment would amend section 22 of the 
Agricultural Adjustment Act in two respects, and the differences between the 
existing provisions of such section 22 and the conference amendment are indicated 
below. 

“The first change relates to subsection (a) of section 22 of the Agricultural 
Adjustment Act which provides that whenever the President has reason to 
believe that any article or articles are being or are practically certain to be 
imported into the United States under such conditions and in such quantities 
as to render or tend to render ineffective, or materially interfere with, any pro- 
gram or operation undertaken under the Agricultural Adjustment Act, as 
amended, or the Soil Conservation and Domestic Allotment Act, as amended, 
or section 32, Public Law No. 320, Seventy-fourth Congress, approved August 
24, 1935, as amended, or any loan, purchase, or other propram or operation 
undertaken by the Department of Agriculture, or any agency operating under 
its direction, with respect to any agricultural commodity or product thereof, 
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or to reduce substantially the amount of any product processed in the United 
States from any agricultural commodity or product thereof with respect to which 
any such program or operation is being undertaken, the President shall cause 
an immediate investigation to be made by the United States Tariff Commission 
which shall give precedence to investigations under section 22 to determine such 
facts. Such investigations shall be made after notice and opportunity for hear 
ing to interested parties, and shall be conducted subject to such regulations as 
the President shall specify. 

“In lieu of the existing provisions of subsection (a) of section 22 which provides 
that the President shall cause an immediate investigation to be made after hy 
has reason to believe that any article or articles are being or practically certai 
to be imported which will affect the above-mentioned programs, the conferenc 
amendment places upon the Secretary of Agriculture the responsibility of notify 
ing the President whenever the Secretary of Agriculture believes or has reaso: 
to believe that any article or articles are being or practically certain to lx 
imported into the country so as to render, or tend to render, ineffective o 
materially interfere with the above-mentioned programs. The conferenc 
amendment further provides that, if the President agrees that there is reason fo: 
such belief on the part of the Secretary of Agriculture, the President shall caus: 
an immediate investigation to be made by the United States Tariff Commission 
which under existing law is authorized to make such investigation. 

“The second change relates to subsection (f) of section 22 which now provides 
that no proclamation under section 22 shall be enforced in contravention of 
any treaty or other international agreement to which the United States is or 
hereafter becomes a party. In lieu of this provision the conference amendment 
would provide that no proclamation under section 22 shall be enforced in con 
travention of any treaty or other international agreement to which the United 
States is or hereafter becomes a party; but no international agreement or amend 
ment to an existing international agreement shall hereafter be entered into whic! 
does not permit the enforcement of such section with respect to the articles and 
countries to which such agreement or amendment is applicable to the full extent 
that the general agreement on tariffs and trade, as heretofore entered into b 
the United States, permits such enforcement with respect to the articles and 
countries to which such general agreement is applicable. Prescription of a lower 
rate of duty for any article than that prescribed by the general agreement on 
tariffs and trade shall not, if subject to the escape provisions of such gener: 
agreement, be deemed a violation of this subsection. The effect of the conferemn 
amendment with respect to such subsection (f) is to make sure that future inter 
national agreements or amendments to existing international agreements giv: 
effect to the provisions of section 22 within the framework of the general agree 
ment on tariffs and trade: 

“BreNT SPENCE, 

“PauL Brown, 

“WRIGHT PATMAN, 

“Brooks Hays, 

“Jesse P. Wo.Lcort, 

“Ratpn A. GAMBLE, 

“Henry O. TALe, 
Managers on the Part of the House.” 


Mr. ELLenper. Mr. President, I ask for immediate consideration of the con- 
ference report. 

The Presipinc Orricer. Is there objection, to the present consideration of 
the conference report? 

There being no objection, the Senate proceeded to consider the report. 

The Vice Presipent. The question is on agreeing to the conference report. 

Mr. Wherry and other Senators requested the yeas and nays. 

The yeas and nays were ordered, and the legislative clerk proceeded to call 
the roll. 

Mr. Byrd (when his name was called). On this vote I have a pair with 
the senior Senator from Illinois [Mr. Lucas], who is absent by leave of the 
Senate because of a death in his family. Were the Senator from Illinois pres- 
ent he would vote “yea.” Were I permitted to vote I would vote “nay.” I 
withhold my vote. 

Mr. OMahoney (when Mr. Hunt’s name was called). My colleague, the 
junior Senator from Wyoming [Mr. Hunt] is absent on official business. If 
present and voting he would vote “yea.” 
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The roll call was concluded. 

Mr. McF'arRLanp. I announce that the Senator from New Mexico [Mr. Chavez] 
is necessarily absent. 

The Senator from California [Mr. Downey] is absent because of illness. 

The Senator from Mississippi [Mr. Eastland] and the Senators from North 
Carolina [Mr. Graham and Mr. Hoey] are absent on public business. 

The Senator from Georgia [Mr. George], the Senator from South Carolina 
[Mr. Johnston], the Senator from Louisiana [Mr. Long], the Senator from 
Idaho [Mr. Taylor], and the Senator from Oklahoma [Mr. Thomas] are absent 
by leave of the Senate. 

The Senator from West Virginia [Mr. Kilgore] is unavoidably detained on 
official business. 

The Senator from Maryland [Mr. O’Conor] is absent by leave of the Senate 
on official business, attending the sessions of the International Labor Organiza- 
tion at Geneva, Switzerland, as a delegate representing the United States. 

The Senator from Pennsylvania [Mr. Myers] is absent because of illness in 
his family. 

The Senator from Georgia [Mr. George] is paired on this vote with the 
Senator from Maine [Mr. Brewster]. If present and voting, the Senator from 
Georgia would vote “yea,” and the Senator from Maine would vote “nay.” 

The Senator from North Carolina [Mr. Hoey] is paired on this vote with the 
Senator from New Mexico [Mr. Chavez]. If present and voting, the Senator 
from North Carolina would vote “yea,’ and the Senator from New Mexico 
would vote “nay.” 

The Senator from Pennsylvania [Mr. Myers] is paired on this vote with the 
Senator front Iowa [Mr. Hickenlooper]. If present and voting, the Senator 
from Pennsylvania would vote “yea,” and the Senator from Iowa would vote 
“nay.” 

The Senator from Oklahoma [Mr. Thomas] is paired on this vote with the 
Senator from Idaho [Mr. Taylor]. If present and voting, the Senator from 
Oklahoma would vote “yea,” and the Senator from Idaho would vote “nay.” 

I announce further that if present and voting, the Senator from Mississippi 
{[Mr. Eastland], the Senator from South Carolina [Mr. Johnston], the Senator 
from West Virginia [Mr. Kilgore], and the Senator from Louisiana [Mr. Long] 
would vote “yea.” 

Mr. SALTONSTALL. I announce that the senior Senator from Vermont [Mr. 
Aiken], the junior Senator from Vermont [Mr. Flanders], the Senator from 
Iowa [Mr. Hickenlooper], the Senator from North Dakota [Mr. Langer], the 
Senator from Michigan [Mr. Vandenberg], are absent by leave of the Senate. 

The Senator from Indiana [Mr. Capehart] is necessarily absent. 

The Senator from Idaho | Mr. Dworshak] is absent on official business. 

The Senator from Minnesota [Mr. Thye] who is absent by leave of the Senate 
is paired with the Senator from North Dakota [Mr. Young] who is also absent 
by leave of the Senate. If present and voting, the Senator from Minnesota 
would vote “yea,” and the Senator from North Dakota would vote “nay.” 

The Senator from Maine [Mr. Brewster] who is necessarily absent is paired 
with the Senator from Georgia [Mr. George]. If present and voting the Senator 
from Maine would vote “nay,” and the Senator from Georgia would vote “yea.” 

The Senator from Iowa [Mr. Hickenlooper] is paired with the Senator from 
Pennsylvania [Mr. Myers]. If present and voting the Senator from Iowa would 
vote “nay,” and the Senator from Pennsylvania would vote “yea.” 

The yeas and nays resulted—yeas 35, nays 35, as follows: 


[Vote No. 363] 
YEAS—35 


* Anderson *Humphrey *Murray 
*Benton * Johnson, Colorado *Neel 
*Chapman *Johnson, Texas *O’Mahoney 
*Connally *Kefauver *Pepper 
*Douglas *Kerr * Robertson 
*Ellender *Leahy *Russell 
*Fulbright *Lehman *Sparkman 
*Gillette *McCarran *Stennis 
*Green *McClellan *Thomas, Utah 
*Hayden *McKellar *Tydings 
eHill *McMahon *Withers 
*Holland *Maybank 


20554—52—pt. 2——74 
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NAYS—35 


Bricker Ives Mundt 
Bridges Jenner Saltonstall 
sutler Kem Schoeppel 
Cain Knowland Smith, Maine 
Cordon Lodge Smith, New Jersey 
Darby McCarthy Taft 
Donnell *McFarland Tobey 
Ecton *Magnuson Watkins 
Ferguson Malone Wherry 
*Frear Martin Wiley 
Gurney Millikin Williams 
Hendrickson Morse 


NOT VOTING—26 


Aiken *George *Lucas 

Brewster *Graham *Myers 
*Byrd Hickenlooper *O Conor 

Capehart * Hoey *Taylor 
*Chavez *Hunt *Thomas, Oklahoma 
*Downey *Johnston, South Carolina Thye 

Dworsbak *Kilgore Vandenberg 
*Eastland Langer Young 

Flanders *Long 

*Democrats ; Republicans unmarked. 

The Vice PrResIpENT. On this question the yeas are 35, the nays are 35. Under 
the Constitution the President of the Senate, having the right to vote in.case 
of a tie, casts his vote in the affirmative. The conference report is agreed to 


Republicans 


| Democrats (5 


Analysis of vote 
"eas (35 
Nays (35 
Not voting (26 

Positions of Senators not voting 
Paired—*‘yea"’ 
Paired—‘‘nay” 
Not paired— Position “‘yea” 
Not paired—N 0 position 


! Thye 

? Brewster, Hickenlooper, Young. 

4 Aiken, Capehart, Dworshak, Flanders, Langer, Vandenberg. 
* George, Hoey, Lucas, Myers, Thomas of Oklahoma. 

§ Byrd, Chavez, Taylor 

6 Eastland, Hunt, Johnston of South Carolina, Kilgore, Long. 
’ Downey, Graha .. O’Conor 


Senator Arken. Are you through on that point ? 

Senator Kem. Wait a minute. I have got other points along that 
same line. 

Senator Arken. I would like to state that of course that $2 billion 
had the approval of both House and Senate and it was not in question. 
But, an interesting point is this, that the Secretary, tell us what is the 
maximum amount of Commodity Credit Corporation has been called 
upon to use ¢ 

Secretary Brannan. Well, Senator, I don’t know the exact figure 
but it went above $4 billion. 

Senator Arken. About $4,300 million? 

Secretary Brannan. Yes. 

Senator A1rken. What I am doing is to point out that the $2 billion 
has never been used. 

Secretary Brannan. That is all right—it has been used, Senator. 

Senator Arxen. I want to understand that 

Secretary Brannan. It has been used in reality because of its 
existence, it gave confidence. 
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Senator Arken. That is right. 

Secretary Brannan. To the fact that we could perform our obliga- 
tion. 

Senator ArkeNn. It enabled you to guarantee performance if you 
were called upon to do it. 

Secretary Brannan. Yes, and that is the significant point. We 
never did represent we might have to use it, but we represented it 
ought to be there if we had to use it and if it wasn’t there the people 
would not have confidence in our commitment for price support. 

Senator A1rxen. Well, I think themain point has already been made, 
that was not an issue in conference because both Houses approved it. 

Senator Kem. No, and to represent otherwise is a plain misstating 
of the facts, as the record will show. 

Now, Mr. Secretary, you were critical of my vote in connection 
with increasing acreage allotments to cotton farmers and peanut 
farmers because in the same bill Congress eliminated mandatory price 
support on potatoes 

Secretary Brannan. Which one are you referring to? 

Senator Kem. That is No. 13. 

Secretary Brannan. Yes. 

Senator Kem. I ask, Mr. Chairman, to put in the record the synop- 
sis and action and vote taken on March 23 on House Joint Resolution 
398. 

The Cuamman. Without objection, it will be done. 

(The document referred to is as follows :) 


ExHiBITt No. 113 


Subject: Cotton and Peanut Acreage Allotments and Potatoes—H. J. Res. 398). 

Synopsis: Vote on agreeing to the conference report on the cotton acreage bill. 
The report had been previously sent back to conference on a point of order 
made by Anderson that it contained new matter—increased cotton acreage 
due to destruction by “green bugs.” Tending report eliminated this objec- 
tionable feature, increased cotton acreage by approximately 1,200,000 acres; 
increased acreage for peanuts in Texas and Alabama and removed the penalty 
for peanuts grown in excess of the acreage permitted by the quota, if such 
excess peanuts are marketed for oil; on the 1949 surplus potato crop more 
potatoes were channeled to human consumption with transportation costs 
paid, no support was given to potatoes where the growers had disapproved 
marketing orders nor was support given to any culls, and no support whatever 
was given to potatoes after the crop year of 1950 unless marketing quotas were 
in effect. Note: The Republican managers—Aiken, Thye, and Young—refused 
to sign the report. Copy of report is attached hereto. 

Action: Agreed to. 


{Excerpts from the Congressional Record, March 23, 1950, p. 3996] 


Mr. ELLENDER. Mr. President, I send to the desk a copy of the conference report 
on House Joint Resolution 398, relating to cotton and peanut acreage allotments 
and marketing quotas under the Agricultural Adjustment Act of 1938, as amended, 
I ask unanimous consent for the immediate consideration of the report. 

The PRESIDING OFFicek. Is there objection to present consideration of the 
conference report? 

There being no objection, the Senate proceeded to consider the report of the 
committee of conference on the disagreeing votes of the two Houses on the 
amendments of the Senate to the joint resolution (H. J. Res. 398) relating to 
cotton and peanut acreage allotments and marketing quotas under the Agri- 
cultural Adjustment Act of 1988, as amended. 

Mr. WILLIAMS. I ask for the yeas and nays. 

The yeas and nays were ordered. 

The Vice PRESIDENT. The question is on agreeing to the conference report. The 
yeas and nays have been ordered, and the Secretary will call the roll. 
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The legislative clerk proceeded to call the roll. 

Mr. Frear (when his name was called). On this vote I have a pair with th: 
senior Senator from Mississippi [Mr. Eastland]. If he were present and voting 
he would vote “yea.” If 1 were permitted to vote, I would vote “nay.” | 
therefore withhold my vote. 

Mr. Bricker (when Mr. Maybank’s name was called). I have a pair wit) 
the senior Senator from South Carolina [Mr. Maybank]. If he were present and 
voting, he would vote “yea.” If I were permitted to vote, I would vote “nay 
I withhold my vote. 

Mr. Ecton (when Mr. Pepper’s name was called). I have a pair with the 
senior Senator from Florida |Mr. Pepper]. If he were present, he would vote 
“yea.” If I were permitted to vote, I would vote “nay.” 

Mr, SALTONSTALL (when his name was called). I have a pair with the Senator 
from Oklahoma [Mr. Thomas], who is at home sick. If he were present, he would 
vote “yea.” If I were permitted to vote, | would vote “nay.” I withhold my 
vote. 

Mr. Typines (after having voted in the negative). I ask permission to with 
draw my vote. I cannot vote on the measure clearly as I would like to vot 
I ask to be recorded as “present.” 

The Vice PRESIDENT. Without objection, it is so ordered. 

The roll call was concluded. 

Mr. McFARLAND. I announce that the Senator from California [Mr. Downey}, 
the Senator from Montana [Mr. Murray], the Senator from Maryland [Mr 
O’Conor], and the Senator from Oklahoma [Mr. Thomas] are necessarily absent 

The Senator from Mississippi [Mr. Eastland], the Senator from Minnesota 
[Mr. Humphrey], the Senator from Illinois [Mr. Lucas], and the Senator from 
Florida [Mr. Pepper] are absent on public business. 

The Senator from Rhode Island [Mr. Leahy] is absent because of illness. 

The Senator from South Carolina [Mr. Maybank] is absent by leave of the 
Senate on official business. 

The Senator from Pennsylvania [Mr. Myers] is detained on official business 
The Senator from Nevada [Mr. McCarran] and the Senator from Utah [M: 
Thomas] are absent by leave of the Senate. 

The Senator from Montana [Mr. Murray] is paired on this vote with the 
Senator from South Dakota [Mr. Gurney]. If present and voting, the Senator 
from Montana would vote “yea,” and the Senator from South Dakota would vote 
“nay.” 

Mr. SALTONSTALL. I announce that the Senator from Indiana [Mr. Capehart} 
the Senator from Massachusetts [Mr. Lodge], and the Senator from Michigan 
[Mr. Vandenberg] are necessarily absent. If present and voting, the Senato: 
from Michigan [Mr. Vandenberg] and the Senator from Massachusetts [M: 
Lodge] would each vote “nay.” 

The Senator from South Dakota [Mr. Gurney] and the Senator from Iowa 
[Mr. Hickenlooper] are absent by leave of the Senate. 

The Senator from Indiana [Mr. Jenner] is absent because of the death of his 
father. If present and voting, the Senator from Indiana would vote “nay 

The Senator from New Hampshire [Mr. Bridges] and the Senator from Wis- 
consin [Mr. McCarthy] are detained in official business. If present and voting, 
the Senator from New Hampshire and the Senator from Wisconsin would each 
vote “nay.” 

The Senator from South Dakota [Mr. Gurney] is paired with the Senator from 
Montana [Mr. Murray]. If present and voting, the Senator from South Dakota 
would vote “nay,” and the Senator from Montana would vote “yea.” 

The result was announced—yeas 37, nays 33, present 1, as follows: 


[Vote No. 274] 
YEAS—37 


* Anderson *Hill *McFarland 
*Byrd *Hoey *McKellar 
*Chapman *Holland * Magnuson 
*Chavez *Hunt Millikin 
*Connally * Johnson, Colorado *Neely 
Donnell *Johnson, Texas *O’ Mahoney 
*Ellender *Johnston, South Carolina *Robertson 
*Fulbright *Kefauver * Russell 
*George Kem *Sparkman 
*Gillette *Kerr *Stennis 
*Graham ones * Withers 
*Green ng 
*Hayden *McClellan 





STORAGE 


Aiken 

*Benton 
Brewster 
Butler 
Cain 
Cordon 
Darby 

*! douglas 
Dworshak 
Ferguson 
Flanders 


Bricker 
Bridges 
Capehart 

*Downey 

*Fastland 
Ecton 

*Frear 
Gurney 
Hickenlooper 


*Democrats ; 


AND PROCESSING 


NAYS—33 


Hendrickson 
ves 
Knowland 
Langer 
*Lehman 
*McMahon 
Malone 
Martin 
Morse 
Mundt 
Schoeppel 


ANSWERED “PRESENT’—1 
*Tydings 
NOT VOTING—25 


*Humphrey 
Jenner 
*Leahy 
Lodge 
*Lucas 
*McCarran 
McCarthy 
*Maybank 
*Murray 


Republicans unmarked. 


So the conference report was agreed to. 


Analysis of vote: 
Yeas (37) 

Nays (33) 
Present (1) 
Not voting (25) 

Positions of Senators not voting 
Paired— Position “‘yea"’ 
Paired— Position “‘nay”’ 
Not paired— Position “ 
Not paired—No position 





Bricker, Ecten, Gurney, 
? Bridges, Jenner, Lodge, 
Capehart, Hickenlooper 


‘ Eastland, Maybank, Murray, 


> Frear 
* Downey, Humphrey, 


Senator Kem. 


nay” 


Leahy, 
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Smith, Maine 
Smith, New Jersey 
Taft 
*Taylor 

Thye 

Tobey 
Watkins 
Wherry 
Wiley 
Williams 
Young 


*Myers 
*O'Conor 
*Pepper 
Saltonstall 
*Thomas, Oklahoma 
*Thomas, Utah 
Vandenberg 


— = 
Democrats 
(54) 


Republicans 
(42) 








Saltonstall. 
McCarthy, 


Vandenberg. 


Pepper, Thomas of Oklahoma. 


Lucas, Myers, McCarran, O’Conor, Thomas of Utah. 


And I would like to invite to the attention of the 


Secretary that on that occasion I was in what I may regard as ex- 


cellent company. 


There were 37 “aye” votes on that occasion and 


just three of them Republicans, Senator Donnell, Senator Millikin, 


and myself, and we found ourselves in such excellent company 


as Sen- 


ators Anderson, Byrd, Chapman, Chavez, Connally, Ellender, Ful- 
bright, George, Gillette, ¢ Graham, Green, Hayden, Hill, Hoey, Hol- 
land, Hunt, Johnson of Colorado, Johnson of Texas, Johnston of 
South Carolina, Kefauver, Kerr, Kilgore, Long, McClellan. McFar- 
land, McKellar, Magnuson, Neely, O Mahoney, Robertson, Russell, 
Sparkman, Stennis, and others. 

Now, you would say on that occasion we were voting against farm- 
ers’ need and farmers’ best interest, would you ? 

Secretary Brannan. I would say that was one of the items in a 
pattern. 

Senator Kem. 
ators—— 


And you are denouncing the action of the Sen- 
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Secretary Brannan. I am not denouncing anyone’s action. 

Senator Kem. What does your letter mean, then? 

Secretary Brannan. My letter means, as a pattern of votes, your 
record has been negative on farm needs. 

Senator Kem. It was negative on farm program—on that item ? 

Secretary Brannan. As part of the total. 

Senator Kem. On that item? 

Secretary Brannan. That is one. 

Senator Kem. And your contention is that I was led astray on that 
occasion by my eminent colleagues on the other side of the aisle? 

Senator Arken. Thirty-three Democrats. 

Senator Kem. Thirty-four Democrats. That is your contention, 
is it? 

Secretary Brannan. As a part of the total pattern of voting, this 
iS negative. 

Senator Kem. Well, would you say that was one case of misplaced 
trust ¢ 

Secretary Brannan. No. I would say that those were all very fine 
and honorable gentlemen. 

Senator Kem. Well now, then, Mr. Brannan, let us get right down 
to brass tacks. If you had been sitting in my seat that day, how 
would you have voted on that bill ? 

Secretary Brannan. Well, sir, 1 would have voted as I indicated 
here. 

Senator Kem. How is that? 

Secretary Brannan. Well now—— 

Senator Kem. This was House Joint Resolution 398, before the 
Senate, on March 23. 

Secretary Brannan. First of all, Senator, I think if I had been in 
your place, I would have pointed out the treatment of the potato 
program which was involved in there. 

Senator Kem. Yes. How would you have voted, now, when your 
name was called? You had to take the package or leave it. How 
would you have voted on that occasion? You have criticized what I 
have done. What would you have done? 

Secretary Brannan. Well, I think I would have felt strong enough 
on the potato program to have opposed it. ' 

Senator Kem. You would have opposed 34 members of your party 
that voted ? 

Senator Arken. It seems to me that the majority led the fight 
to eliminate potato supports, Senator Lucas. 

Senator Kem. I remember, that was one of the last big fights he 
made on the Senate floor. 

Secretary Brannan. You remember, Senator, this was one of the 
votes you boasted about before I wrote the letter. 

Senator Kem. So you are criticizing it and you say you would 
have voted otherwise than I did. All right. How would you have 
explained your vote to the cotton farmers? 

Secretary Brannan. I would have just told them I had voted. 

Senator Kem. How would you have explained it to the peanut 
farmers ¢ 

Secretary Brannan. Showed them how I voted. 
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Senator Kem. And you want the cotton farmers and the peanut 
farmers to know that you were opposed to that legislation when it 
came up or would be opposed when it came up again ¢ 

Secretary Brannan. I think they know how | stand. 

Senator Kem. What I understand you are saying is that you believe 
in mandatory high price supports for potatoes without acreage allot- 
ments or marketing quotas, is that correct? 

Secretary Brannan. No, sir. There are three letters before Con- 
gress and voluminous testimony in which I say just the contrary, in 
which we make recommendations and so on. 

Senator Kem. You take pride and satisfaction in your handling of 
the potato program ¢ 

Secretary Brannan. There is no pride to be found by anybody in 
the potato program but to the extent it was possible—but I do say 
that we discharged our responsibility in connection with potatoes. 

Senator Kem. Responsibility for 

Secretary BRANNAN. We discharged it to the very best of ability. 

Senator Kem. Responsibility for the past 5 years has been yours, 
has it not ? 

Secretary Brannan. Oh, no; just to carry on what Congress said. 

The CHatmMaNn. Congress passed it; it is up to him to administer 
it. 

Secretary Brannan. Yes. 

Senator Kem. Now, then, Mr. Brannan, I would like to get to the 
agricultural bills while I have been in the Senate which you did not 
mention in your letter of June 11. In your letter of June 11, 1952, 
you fail to mention much important legislation which has come be- 
fore the Senate while I have been a Member and which affected the 
welfare of the farmers in the price field, such as, for instance, one 
bill to increase the school luneh program from $45 million to $7 
million. 

I believe you previously said you thought I was right on that. 

Secretary BRannan. I think you are. 

Senator Kem. When I supported the bill to increase by $20 million 
the amount for tenant loans do you think I was right when I voted 
that way ? 

Secretary BRANNAN. Sure. 

Senator Kem. You do. And the third bill, to continue the sugar 
rationing. 

Secretary Brannan. That wasn’t an agricultural bill but—— 

Senator Kem. I opposed that. 

Secretary BRANNAN. But I think so. 

Senator Kem. All right. Now, the fourth—you think I was right 
in doing that or wrong? 

Secretary Brannan. No—— 

Senator Kem. You think I was wrong? 

Secretary BrRanNnAN. If we were still short of sugar, you sure were 
wrong. 

Senator Kem. How about the conference report on the wool bill ? 

Secretary BRANNAN. Well, Senator, how about it? I can’t remem- 
ber the details. 
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Senator Kem. All right. I will introduce in evidence the vote of 
June 11, 1947, on the wool bill, the vote agreeing to the conference 
report, where it was agreed to. 

The vote was 48 ayes; nays, 38. I find myself in the company of 
such eminent Senators as Chavez, Connally, Downey, Johnson of Colo- 
rado, Knowland, McCarran, McFarland, O’Mahoney, Thye, and others. 

Would you say I was wrong or right? 

Secretary Brannan. Certainly they are eminent men. 

Senator Kem. Would you say I was right or wrong on that legis- 
lation ¢ 

Secretary Brannan. I don’t understand your theory, Senator. I 
mean, I don’t recall what it was about—I think you are right on that. 

Senator Kem. All right. Do you recall the extension of reciprocal! 
trade agreements? 

Secretary Brannan. Yes. 

Senator Kem. I voted for that. That was June 14, 1948. 

Mr. Chairman, I ask to put in the record the synopsis of that 


bill. 
The Cuarman. Without objection. 
(The document referred to is as follows :) 


Exursir No. 114 


Subject: Reciprocal trade agreements (H. R. 6556). 

Synopsis: Vote on passage of the Reciprocal Trade Agreements Act, extending 
to June 30, 1949, the authority of the President under section 350 of the Tariff 
Act of 1930, as amended. Bill provided that the President before entering 
into negotiations shall obtain the findings of the Tariff Commission, and should 
he disregard the peril points set by them, he must report to the Congress giving 
his reasons for exceeding such limits. 

Action: Passed. 


[Excerpts from the Congressional Record, June 14, 1948, p. 8848] 


The PrEsmweNT pro tempore. The bill having been read the third time, the 
question is, Shall it pass? 

Mr. Wherry, Mr. Barkley, Mr. Lucas, and other Senators asked for the yeas 
and nays. 

The yeas and nays were ordered, and the Chief Clerk proceeded to call the 
roll. 

Mr. Tart (when his name was called). On this vote, I have a pair with 
the senior Senator from Georgia, Mr. George. If he were present, he would 
vote “nay.”” If I were permitted to vote, I would vote “yea.” 

Mr. Typrines (when his name was called). Present. 

The roll call was concluded. 

Mr. WHeRrrY. I announce that the Senator from South Dakota, Mr. Bushfield, 
is necessarily absent, and is paired with the Senator from South Carolina, 
Mr. Maybank. If present and voting the Senator from South Dakota would 
vote “yea” and the Senator from South Carolina would vote “nay.” 

The Senator from Oklahoma, Mr. Moore, is necessarily absent. 

Mr. Lucas. The Senator from Georgia, Mr. George, is absent because of a 
death in his family. 

I announce that the Senator from South Carolina, Mr. Maybank; is absent 
on public business. 

The Senator from New York, Mr. Wagner, is necessarily absent. 

The Senator from Utah, Mr. Thomas, is absent by leave of the Senate, having 
been appointed a national delegate by the President to the annual conference 
of the International Labor Organization, meeting in San Francisco, Calif. 

On this vote the Senator from South Carolina, Mr. Maybank, is paired with 
the Senator from South Dakota, Mr. Bushfield. If present and voting, the 
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Senator from South Carolina would vote “nay,” and the Senator from South 
Dakota would vote “yea.” 
The result was announced—yeas 70, nays 18, voting “present” 1, as follows: 


[Vote No. 222] 
YEAS—70 


Aiken Hickenlooper *O' Mahoney 
Baldwin *Hill *Pepper 
Ball - ed , Reec 
Brewster ollanc Revercom 
Bricker Ives Fw tn ng Virginia 
Bridges Jenner Robertson, Wyoming 
Brooks * Johnson, Colorado *Russell 
Buck Kem Saltonstall 
Butler Knowland Smith 
*Byrd Langer *Sparkman 
Cain Lodge *Stewart 
Capehart McCarthy Thye 
Copper *McClellan Tobey 
Cordon *McFarland *Umstead 
Donnell *McGrath Vandenberg 
Dworshak *McMahon Watkins 
*Eastland *Magnuson Wherry 
Keton Malone White 
*Ellender Martin Wiley 
*Feazel Millikin Williams 
Ferguson Morse Wilson 
Flanders *Murray Young 
Gurney *Myers 
Hawkes *O'Conor 


NAYS—18 
*Barkley *Green *McCarran 
*Chavez *Hatch *McKellar 
*Connally *Hayden *O’Daniel 


Cooper *Johnston, South Carolina *Stennis 


*Downey *Kilgore *Taylor 


*Fulbright *Lucas *Thomas, Oklahoma 
VOTING “PRESENT"’—1 
*Tydings 
NOT VOTING—7 
Bushfield Moore *Wagner 


*George Taft 
*Maybank *Thomas, Utah 


*Democrats; Republicans unmarked. 


So the bill (H. R. 6556) was passed. 


That this Act may be cited as the “Trade Agreements Extension Act of 1948.” 

Sec. 2. The period during which the President is authorized to enter into foreign 
trade agreements under section 350 of the Tariff Act of 1980, as amended (U.S. C., 
1946 edition, title 19, sec. 1351), is hereby extended from June 12, 1948, until 
the close of June 30, 1949. 

Sec. 3. (a) Before entering into negotiations concerning any proposed foreign 
trade agreement under section 350 of the Tariff Act of 1930, as amended, the 
President shall furnish the United States Tariff Commission (hereinafter in this 
Act referred to as the “Commission”) with a list of all articles imported into 
the United States to be considered for possible modification of duties and other 
import restrictions, imposition of additional import restrictions, or continuance 
of existing customs or excise treatment. Upon receipt of such list the Com- 
mission shall make an investigation and report to the President the findings 
of the Commission with respect to each such article as to (1) the limit to which 
such modification, imposition, or continuance may be extended in order to 
carry out the purposes of such section 350 without causing or threatening se- 
rious injury to the domestic industry producing like or similar articles; and 
(2) if increases in duties or additional import restrictions are required to 
avoid serious injury to the domestic industry producing like or similar ar- 
ticles the minimum increases in duties or additional import restrictions re- 
quired. Such report shall be made by the Commission to the President not later 
than 120 days after the receipt of such list by the Commission. No such 
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foreign trade agreement shall be entered into until the Commission has made 
its report to the President or until the expiration of the 120-day period. 

(b) In the course of any investigation pursuant to this section the Com 
mission shall hold hearings and give reasonable public notice thereof, and shal) 
afford reasonable opportunity for parties interested to be present, to produc: 
evidence, and to be heard at such hearings. 

(c) Section 4 of the Act entitled “An Act to amend the Tariff Act of 19380° 
approved June 12, 1934, as amended (U. S. C., 1946 edition, title 19, sec. 1354), 
is hereby amended by striking out the matter following the semicolon and in 
serting in lieu thereof the following: “and before concluding such agreement 
the President shall request the Tariff Commission to make the investigatio: 
and report provided for by section 3 of the Trade Agreements Extension Act of 
1948, and shall seek information and advice with respect to such agreement 
from the Departments of State, Agriculture, and Commerce, from the Nationa! 
Military Establishment, and from such other sources as he may deem appropriate.” 

Sec. 4. The Commission shall furnish facts, statistics, and other information 
at its command to officers and employees of the United States preparing for or 
participating in the negotiation of any foreign trade agreement; but neither 
the Commission nor any member, officer, or employee of the Commission shal! 
participate in any manner (except to report findings, as provided in section 3 
of this Act and to furnish facts, statistics, and other information as required by) 
this section) in the making of decisions with respect to the proposed terms 
of any foreign trade agreement or in the negotiation of any such agreement. 

Sec. 5. (a) Within thirty days after any trade agreement under section 350 
of the Tariff Act of 19380, as amended, has been entered into which, wher 
effective, will (1) require or make appropriate any modification of duties o1 
other import restrictions, the imposition of additional import restrictions, or the 
continuance of existing customs or excise treatment, which modification, im 
position, or continuance will exceed the limit to which such modification, imposi- 
tion, or continuance may be extended without causing or threatening serious 
injury to the domestic industry producing like or similar articles as found and 
reported by the Tariff Commission under section 3, or (2) fail to require or make 
appropriate the minimum increase in duty or additional import restrictions 
required to avoid such injury, the President shall transmit to Congress a copy 
of such agreement together with a message accurately identifying the article 
with respect to which such limits or minimum requirements are not complied 
with, and stating his reasons for the action taken with respect to such article. If 
either the Senate or the House of Representatives, or both, are not in session 
at the time of such transmission, such agreement and message shall be filed 
with the Secretary of the Senate or the Clerk of the House of Representatives, 
or both, as the case may be. 

(b) Promptly after the President has transmitted such foreign trade agree 
ment to Congress the Commission shall deposit with the Committee on Ways 
and Means of the House of Representatives, and the Committee on Finance of the 
Senate, a copy of its report to the President with respect to such agreement. 





Republicans | Democrats 
| (51 (45) 
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Senator Kem. That passed by a vote of 79 to 18. Again I find 
myself voting 

The Cuatrman. I think you will admit you voted correctly on that, 
Senator. 

Senator Kem. All right. 
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How about the bill to earmark ECA funds to dispose of agricul- 
tural commodities to the foreign aid appropriation bill of 1949, would 
you say when I supported such legislation that I was voting for the 
farmer or against him? 

Secretary Brannan. That depends on your point of view, but I 
think most producers of exportable commodities would have agreed 
with you. 

Senator Kem. Would you say I was against the farmers’ best in- 
terests on that occasion ? 

Secretary Brannan. I don’t think I would cite that as one of the 
pattern. 

Senator Kem. All right. I introduce in evidence the vote on July 
27, 1949. 

The Cuarrman. Without objection. 

(The vote referred to is as follows:) 


Exursir No. 115 


Subject: Foreign Aid Appropriation Act, 1950 (H. R. 5830). 

Synopsis: Vote on McClellan point of order as to the germaneness of a committee 
amendment concerning the earmarking of ECO funds for the purchase of United 
States farm products classed as “surplus.” Lucas had previously made a point 
of order that the language was legislation in an appropriation bill, but the 
Chair ruled that the question of germaneness must be submitted first to the 
Senate itself for decision. 

Action: Amendment held germane. 


{Excerpts from the Congressional Record, July 27, 1949, p. 10465] 


The Vice Presipent. The Secretary will state the next committee amendment. 

The next amendment was, on page 4, line 4, after the words “of which”, to 
insert “(1) the amount required to finance the procurement of surplus agricul- 
tural products (determined surplus by the Secretary of Agriculture) of the kinds 
and in the quantities set out in the Economic Cooperation Administration budget 
justification submitted to the Senate shall be available only for such financing, 
and (2).” 

Mr. Lucas. Mr. President, I make the point of order against the amendment 
that it is legislation upon an appropriation bill. 

Mr. McCLELLAN. Mr. President, that was my interpretation of the amendment. 
It is a limitation on an appropriation bill, and not legislation. But if the Chair 
holds that it is legislation, then I raise the question, first, of germaneness, because 
it is an amendment to a legislative provision of the bill, and I think if it is germane 
to that provision, it is properly in the bill. 

The Vice Presipent. Under the rule, ordinarily when a point of order is made 
against an amendment on the ground that it is not germane to the provisions of 
the bill, that question must be submitted to the Senate for decision. In this 
case the Senator who is sponsoring the amendment in opposition to the point of 
order is making the point that it is germane. While that presents the question 
in a little different form, the Chair feels that probably the proper interpreta- 
tion of the spirit of the rule would require submission to the Senate of the question 
of germaneness. 

On the question of whether or not the amendment is legislation, the Chair 
feels that under the precedents a limitation is in a sense a prohibition against the 
expenditure of certain parts of an appropriation. This amendment is a require- 
ment that out of a general lump sum appropriation a certain amount shall be 
expended for definite purposes. Under the precedents that is legislation on an 
appropriation bill, because it changes existing law, the existing law being the 
ECA authority under which this appropriation is made. However, the question 
of germaneness must be submitted first, before the Chair passes on the other 
question. It may be unnecessary to pass on the other question, depending upon 
how the Senate decides the question of germaneness of this amendment. That 
question must be decided without debate. 
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The question now is, Is the amendment germane to the provisions of the bill 
to which it is attached? That question must be decided without debate. 

Mr. McCLetian. Mr. President, I ask for the yeas and nays. 

The Vice Presipent. Let us see whether the Senate wants the yeas and nays. 

The yeas and nays were ordered. 

The Vice PrResipent. An affirmative vote is in favor of the germaneness of 


the amendment. 


A negative vote is against the germaneness of the amendment. 


The yeas and nays have been ordered, and the Secretary will call the roll. 
The legislative clerk proceeded to call the roll. 
The result was—yeas 54, nays 32, as follows: 


Aiken 
Baldwin 
Brewster 
Bricker 
Bridges 
Butler 
*Byrd 
Cain 
Capehart 
*Chapman 
Cordon 
Donnell 
*Downey 
Ecton 
*Ellender 
Ferguson 
*Frear 
*Fulbright 


* Anderson 
*Connally 
*Douglas 
Dulles 
Flanders 
*Graham 
*Green 
Hayden 


*Holland 
*Hunt 


*Chavez 
*Eastland 
*Humphrey 


*McFarland 


[Vote No, 181] 
YEAS—54 
*George 
*Gillette 
Gurney 
Hendrickson 
Hickenlooper 
*Hoey 
Jenner 
* Johnson, Colorado 
*Johnston, South Carolina 
Kem 
*Kerr 
Langer 
*McCarran 
McCarthy 
*McClellan 
*McKellar 
Martin 
*Maybank 


NAYS—82 
Ives 
*Johnson, Texas 
*Kelauver 
*Kilgore 
Knowland 
Lodge 
*Long 
*Lucas 
*McGrath 
*McMahon 
*Magnuson 


NOT VOTING—10 


Malone 

Reed 

Smith, New Jersey 
*Sparkman 


*Democrats ; Republicans unmarked. 


The Vice Presmpent. On this question the yeas are 54, the nays are 32, and the 


Senate holds that the amendment is germane. 
the amendment. 


*Miller 
Millikin 
Mundt 

*Murray 

*Robertson 

*Russell 
Staltonstall 
Schoeppel 
Smith, Maine 

*Stennis 


Taft 
*Thomas, Oklahoma 
Thye 
Watkins 
Wherry 
Wile 
Williams 
Young 


Morse 
*Myers 
*Neely 
*O'Conor 
*O’ Mahoney 
*Pe r 
*Thomas, Utah 
Tobey 
*Tydings 
Vandenberg 


*Taylor 
*Withers 


The question is on agreeing to 


Mr. SPARKMAN (when his name was called). On this vote I have a pair with 


the senior Senator from Mississippi, Mr. Eastland. 
voting he would vote “yea. 
I withhold my vote. 


If he were present and 


” If I were at liberty to vote I would vote “nay.” 


The roll call was concluded. 


Mr. MYERS. 
absent because of illness. 


I announce that the Senator from New Mexico, Mr. Chavez, is 


The Senator from Mississippi, Mr. Eastland, the Senator from Minnesota, Mr. 
Humphrey, and the Senator from Arizona, Mr. McFarland, are absent on public 


business. 


The Senator from Idaho, Mr. Taylor, and the Senator from Kentucky, Mr. 
Withers, are unavoidably detained. 


Mr. SALTONSTALL. 


absent by leave of the Senate. 
The Senator from New Jersey, Mr. Smith, is absent because of illness. If 


present and voting, 


I announce that the Senator from Kansas, Mr. Reed, is 


the Senator from New Jersey would vote “nay.” 


The Senator from Nevada, Mr. Malone, is detained on official business. 





STORAGE AND PROCESSING ACTIVITIES OF CCC 





Republicans Democrats 
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| 





Analysis of vote: 
Yeas (54) 
Not voting (10) 
Positions of Senators not voting: 


Paired—‘“‘yea ’.....-.- 
Paired—‘“‘nay”’. . 

Not paired—Position “‘nay’’. 
Not paired—No position 


! Eastland. 

2? Sparkman. 

4 Smith of New Jersey. 

‘ Malone, Read. 

‘ Chavez, Humphrey, McFarland, Taylor, Withers. 


The Cuarmman. We will have to leave for the floor again. Off the 
record. 

(Discussion off the record, followed by a recess.) 

The Cuarran. All right, proceed. 

Senator Kem. We were considering, Mr. Secretary, before the re- 
cess the agricultural bills on which I had occasion to vote since I 
have been a Member of the Senate and which you for some reason 
fail to mention in your letter. For instance, the bill to repeal the oleo- 
margarine tax which happens to be in accordance with the pledge 
in the Democratic Party platform. 

Do you regard my actions in voting to repeal the oleomargarine tax 
as to the farmers’ interests or not? 

Secretary Brannan. Senator, I don’t know whether it is or not. 
It all depends on what part of the country you come from and what 
you produce. 

Senator Kem. Well, as a national official, you look at the over-all 
interests of the farmer, don’t you ? 

Secretary Brannan. Yes, sir. That is the reason I made no ref- 
erence to this. 

Senator Kem. Do you agree with my action or not? 

Secretary Brannan. Well, Senator 

Senator Kem. You set yourself up as a judge to pass not only on 
the actions of Members of Congress but also their attitudes. Was my 
action and was my attitude also in this respect in accordance with 
your views? 

Secretary Brannan. Senator, I didn’t analyze that one—— 

Senator Kem. You were Secretary of Agriculture at the time the 
law was repealed ? 

Secretary Brannan. Yes, sir. 

Senator Kem. An important piece of agricultural legislation, 
wasn't it? 

Secretary Brannan. Highly controversial. 

Senator Kem. But you have no fixed ideas? 

Secretary Brannan. The Department took a sort of hands-off 
position on it. 

Senator Kem. All right. How about the legislation where au- 
thority was sought to roll back prices to farmers? That is the 
Defense Production Act extension of June 27, 1951, S. 1717. 
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To refresh your recollection, the synopsis on that, Mr. Secretary, 
states the vote on the Douglas amendment, in the nature of a motion 
to strike section 2 of the bill dealing with the limitation on roll-backs, 
which section prohibited imposition of ceilings on all commodities 
below certain figures, and so on. 

Would you say that was a bill in the farmers’ interest ? 

Secretary Brannan. I think the farmers are very much interested 
in maintaining stability in the total economy. We have agreed on 
that, I mean we have said that before this morning, at least 1 had. 

That bill was designed to try to maintain stability in the market 
price, and it would touch some agricultural commodities and probably 
was in the long run in the best interest of the farmer. 

Senator Kem. And if you had been a Member of the Senate on 
that occasion you would have voted in favor of a motion striking 
section 2 of the bill dealing with the limitation on roll-backs; is 
that right? 

Secretary Brannan. No; I would have—— 

Senator Kem. Voted in favor of the motion or against it? 

Secretary Brannan. I would have voted—— 

Senator Kem. It was a motion to strike. 

Secretary Brannan. I would have voted to maintain reasonable 
controls. Now, which way that language took us, I am not prepared— 
I don’t understand, but I would have voted for maintenance of rea- 
sonable control. 

Senator Kem. It was in regard to the roll-backs. You know what 
roll-backs are ¢ 

Secretary BranNAN. Roll-backs are just a part of controls, that is 
all. 

Senator Kem. And that was a motion to strike the limitation on 
roll-backs. 

Secretary BRANNAN. If I understand it, I would have voted against 
it, I would have voted for the maintenance of the power to put in roll- 
bi ic ks. 

Senator Kem. This is the motion to strike from the bill that deal- 
ing with limitation of roll-backs 

Secretary Brannan. What is the net effect? 

Senator Kem. To maintain the roll-backs. 

Secretary Brannan. Well, I would have voted to maintain roll- 
backs, then. 

Senator Kem. Well, then, you would have voted for it? 

Secretary BRanNaAN. I would have voted to maintain the roll-backs. 

Senator Kem. The vote was, ayes 26; nays 61. 

I find myself in the company of such Senators as Byrd, Clements, 
Connally, Eastland, Ellender, Frear, George, Hoey, Holland, John- 
son of Colorado, Johnson of Texas, Kerr, Long, May bank, McCarran, 
McKellar, McFarland, McClellan, Monroney, O’Mahoney, Robertson, 
Russell, Smith, Stennis, and Underwood. 

Secretary Brannan. They are all fine Senators. 

Senator Kem. What is that? 

Secretary Brannan. They are all fine Senators. 

Senator Ke «. But your position was that they were voting against 
the farmers’ interest on that occasion ? 
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Secretary Brannan. You asked me if I would—I would have voted 
to continued the power to roll-back. 

Senator Kem. Well, were they voting against the farmers’ interest 
on that occasion ? 

Secretary Brannan. In the long run, I think so. 

Senator Kem. How about the bill against slaughter quotas, which 
came up on June 27, 1951; the Defense Production Act extension, S. 
1717, and the vote was on the amendment of Butler of Nebraska, 
which sought to prohibit the OPS from attempting to impose quotas 
or other quantitative limitations on cattle or other livestock under 
terms of the act. 

Secretary BRANNAN. Slaughter quotas, as I understood them, were 
an essential part of the process of maintaining ceilings and therefore 
[I think should have been retained as a part of the law. I remember 
that they were not, but—— 

Senator Kem. You would have voted against the amendment, which 
was carried by a vote of 47 to 33. 

Secretary Brannan. I would have voted to continue slaughter 
quotas as a part of price ceiling mechanisms, yes, sir; or some adequate 
substitute to accomplish the same purpose. 

Senator Kem. And would you say that the Senators who vote 
otherwise were voting against the farmers’ interest ? 

Secretary Brannan. Not necessarily but again I am pointing out 
to you that it is the accumulated—or the grouping of your votes or 
the pattern of voting which is the basis of my judgment. 

Senator Kem. Did you avoid mentioning the foregoing votes for 
any particular reason ¢ 

Secretary Brannan. I did not. 

Senator Kem. Did you avoid mentioning them because you did not 
think they were important to the farmers? 

Secretary Brannan. I think they have some bearing, yes, on farm 
problems. 

Senator Kem. Did you avoid mentioning them because my position 
was generally the same as that of the Department ? 

Secretary Brannan. I don’t accept the premise that your opinion 
was the same as the Department. But again let me say you asked me 
to document the basis for my having concluded that your pattern of 
voting and general voting record was contrary to farmers’ interests and 
I included the ones which I thought demonstrated that. 

Senator Kem. I did not ask you that. I asked you to document 
your charge, that I voted nearly always against what the farmer 
needs, 

Secretary Brannan. Yes. 

Senator Kem. That was your charge. Now, why didn’t you men- 
tion such agricultural votes as I have just mentioned, in documenting 
your charge ? 

Secretary Brannan. I documented 

Senator Kem. They are obviously agricultural, aren't they all ob- 
viously agricultural legislation ? 
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Secretary Brannan. Well now, Senator Kem, farmers are people, 
farmers are citizens. Every bill that goes through the Congress af 
fects farmers. But I was talking about agricultural legislation and 
documenting the basis for my statement that you voted against the 
needs of farmers. 

Senator Kem. Well, do you believe that the 31 bills set out in your 
letter are nearly all the farmers needed during the period from 1947 
to 1952 

Secretary Brannan. No, but your vote on them is very ample justi 
fication for the conclusion that you were voting—that your pattern 
of voting was not in the farmers’ interests. 

Senator Kem. Well now, you didn’t say anything about a pattern 
when you made the charge, did you? You used very plain and specific 
English language, English words, didn’t you? You said I nearly 
always voted against what the farmers needed. There was no sugges- 
tion of a pattern. 

Secretary Brannan. Well, that is the same thing, stated in another 
way. I will go back and use those precise terms, if you like. 

Senator Kem. You still believe you have so far established that 
proposition ? 

Secretary Brannan. I think anybody is entitled to reach that 
judgment on the basis of the record. 

Senator Kem. Now, Mr. Secretary, you have frequently sought to 
excuse your statements about me by referring to statements that I 
have made in the discharge of my duties as a Senator about the con- 
duct of the storage program and about your possible removal from 
office. 

Do you consider that the fact I have suggested your resignation or 
removal from office, or that I have introduced a resolution for invest 
gation of your Department, is justification for your making unfounded 
statements about me? 

Secretary Brannan. There is no justification whatsoever for my 
making unfounded statements about you and I have not made an 
unfounded statement about you. 

Senator Kem. All right. Well, the record will show whether you 
have been able to substantiate what you said. 

Well now, I want to get to another group of votes in your letter, 
which has to do with—— 

The Cuatmman. Senator Kem, there is another vote—off the record. 

(Discussion off the record.) 

The Cuarrman. The committee will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 3:45 p. m. the committee recessed, to reconven 
Friday, June 20, 1952, at 10 a. m.) 





INVESTIGATION OF STORAGE AND PROCESSING 
ACTIVITLES OF THE COMMODITY CREDIT CORPORATION 


FRIDAY, JUNE 20, 1952 


Unvirep States SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) pre- 
siding. 

Present: Senators Ellender (chairman), Aiken, Thye, Kem, and 
Hickenlooper. 

The Cuarrman. The committee will now be in order. 

Senator Aiken desires to make a statement. 

Senator ArkeNn. | want to make amends to the Secretary for some 
thing I asked him yesterday. I asked you if you were aware that 
there had been an investigation of one of your employees who was 
suspected of speculating. 

Secretary Brannan. Yes, sir. 

Senator Aiken. And I find that it was not one of your employees 
that I referred to. It was an employee of another agency who, how 
ever, Was Investigated by the Commodity Exchange Authority but 
was found to have been playing the market a little bit—his wife was 
playing the market. I guess he complied with the technicalities of 
the law, although he is in a rather crucial position where he could 
take advantage of knowledge which comes to him. I do want to say 
this morning it was not an employee of the Department of Agricul- 
ture that I had in mind. I got the initials CEA and ECA a little bit 
mixed. CEA did the investigating. It was an employee of the ECA— 
now Mutual Security—that was suspected of speculation. 

Secretary Brannan. As a matter of fact, the Commodity Exchange 
Authority never investigated this man. His name came up in con- 
nection with the investigation of the operations of a man by the name 
of Ralph Moore. 

Senator Arken. Commodity Exchange investigated in April 1951 
and could not find that this man had violated the regulations. There 
was some trading done in his wife’s name allegedly financed by Ralph 
Moore. And the Mutual Security man is in a position, however, to 
divulge information which would affect the value of those speculations. 

Secretary Brannan. Yes. May I just make this comment, Senator, 
that I appreciate your correcting the record here. 

Senator ArKEN. I wanted to make it clear. 

Secreary Brannan. So far as the news stories are concerned, it 
will never get corrected. 

The Cuairman. That is what I was going to suggest. 
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Secretary Brannan. The Department has taken a series of smear 
headlines over the country on this again. 

The CHarrman. I was going to say that I saw the matter headlined 
in a feature article by my good friend James Roper, and I hope that 
he corrects that and gives it the same headline that he gave it yester 
day afternoon in the Star. 

Senator A1rken. This man does have charge of allocating soy oil to 
foreign countries. He does know when they are going to buy and 
what they are going to buy. 

Secretary Brannan. Yes, but the implication, of course, was that 
here was an employee of the Department of Agriculture that I was 
not disciplining. 

Senator ArkeN. I am saying he is not a Department of Agriculture 
employee, although the Department of Agriculture investigated 
year ago, and nothing has been done about it. I think this is clearly 
a case for Senator Hoey’s committee and is outside of the jurisdiction 
of our own committee. 

Secretary Brannan. We will give our information to the FBI, 
Senator Hoey, Mr. Cotter, anybody you want it given to, Senator. 

Senator Kem. I would like to comment on that and say that I 
congratulate the Senator from Vermont, Mr. Aiken, on his frankness 
and candor. He found he had been led into error, and he was man 
enough to say so frankly. And I hope that the same publicity will 
be given to his correction as was given to the original statement. 

And I may say in passing that I think he has set an excellent 
example for witnesses before this committee. 

Senator ArkeN. I am simply saying here that a man in charge of 
allocating oil, apparently, had close friends speculating in the same 
r ommodity that he has charge of allocating to foreign countries. 

I will give to Senator Hoey’ s committee the names of the *ompanies 
that are supposed to be interested in a corner on the market or wer 
a short time ago. And I also want to say that I thought it was 
extremely peculiar that the OPS fixed a ceiling on soybean oil at 
almost double the actual market price. If anybody could get a corner 
on soybean oil they could buy, we will say, at 914 cents a pound, 
and with the ceiling at 16144 cents a pound you would get some idea 
of the millions of dollars of profit that would have been involved 
there. 

The whole thing does smell bad, and I wanted to make it clea 
that the man I had in mind was not a Department of Agriculture 
employee, but that does not make the case any less suspicious. | 
do want to clear the Department and you, Mr. Secretary. 

Secretary Brannan. And let us look at the stories and the head 
lines tomorrow morning and see if what you have said this morning 
does not come out in a story about the Department of Agriculture. 

Senator Arken. This case ought to be investigated, Mr. ‘Secret: ry, 
for heaven’s sake. I do not care. I am glad he is not an agricultural! 
employee. 

The CuarrmMan. He is not objecting to that. 

Secretary Brannan. That is right. 

Senator A1kEN. It isthe Walker case all over. 

Secretary Brannan. But, Senator, why bring it in? 
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Mr. Chairman and Senator Aiken, the CEA people who know about 
the case that we have discussed here at the beginning of the session 
are in the room. If you wish to inquire of them anything further 
about this matter, they are here. If not, I will send them back to 
work. 

The CuarrmMan. You go ahead and do that, because we are not 
going to take it up this morning, I can assure you of that. You may 
just let them go back. 

Senator A1kEN. The information I gave you was obtained from 
them this morning, from the CEA office. I have nothing more to ask 
of them. 

The Cuarrman. Let us proceed in order. Senator Kem, will you 
proceed, sir? 

As we suggested, Senator Kem, and as you suggested this morning, 
I am very anxious to try to end this by ‘between 12 and 12:30. So 
I am going to ask the Secretary to be as brief as he can in his answers 
and you in your questions, Senator, so that we can get through with 
this today. 

Senator Kem. As I told you at the outset, I have gone over the 
questions that I propose to ask the Secretary with the idea of abbre- 
viating them in every way that I can. 

The Cuarrman. All right. 

Senator Kem. And the chairman and the committee have been 
very patient about this hearing, and I know there comes a time when 
patience ceases to be a virtue, and I do not want to reach that or 
anywhere near it. 


TESTIMONY OF HON. CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE—Resumed 


Senator Kem. Mr. Secretary, at the outset of the discussion of the 
items in your letter that have to do with the issues I want to ask you 
some questions that will establish exactly what we are talking about; 
so my first question is for the purpose of identifying the issues 
involved. 

Could you tell me who owns the title to the electric distribution 
lines and other facilities of the REA cooperatives ¢ 

Secretary Brannan. The farmers who are members of the REA co- 
operatives own the properties through their cooperative which is a 
State-authorized entity. 

Senator Kem. Just take a specific example. The REA has loaned 
$3.000,000 to the Macon Electric Cooperative with headquarters in 
Macon, Mo. That happens to be the town where I was born, and 
where I grew up. 

Most of the money has been used to build a distribution system that 
serves 5,000 customers in that general area 

I want to ask you, just taking this as a specific instance, who owns 
the title to the property that has been bought and built and con- 
structed with the money loaned to the REA ? 

Secretary Brannan. The cooperative, subject to a mortgage to the 
Government for that to secure the loan. 

Senator Kem. And the title to that property is not in the name of 
the Department of Agriculture? 
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Secretary Brannan. No, sir. 

Senator Kem. Not in the name of the REA agency here in Wash- 
ington ¢ 

Secretary Brannan. That is the Department of Agriculture. 

The Cuarman. Senator Kem, you mentioned the REA owns it. 
It isthe cooperative that owns it. 

Senator Kem. Just to clear the record, I am saying it is not in the 
name of the REA. 

The Cuarrman. All right, the record will speak for itself. 

Senator Kem. Not in the name of the United States Government / 

Secretary Brannan. That is right. It is a farmers’ cooperative. 
The farmers own it. 

Senator Kem. And as you say, the farmer members are the owners; 
in other words, this is an elementary point, but it is important 
this whole discussion. 

Does the Government in any way own the property that is operated 
by the co-ops ¢ 

Secretary Brannan. That is the fourth time, at least, that has been 
asked and I will answer it for the fourth time, “No.” 

Senator Kem. All right. Do you know how many farmers and 
rural customers are served by REA co-ops? 

Secretary Brannan. Well, not in numbers, but about a little better 
than 9 out of 10 farms in this country are now served, now have rural 
electric power. 

Senator Kem. The last figure I was able to get on it was as of 
December 31, 1951. At that time there were 3,657,502 consumers 
connected to REA co-op lines. Have you any reason to believe that 
figure is incorrect é 

Secretary Brannan. It sounds all right. 

Senator Kem. How many REA co-ops are there / 

Secretary Brannan. I am sorry, I do not know, sir. 

Senator Kem. I have checked that. I would not have known if | 
had not checked it. As at December 31, 1951, there were 986 co 
operative borrowers. This included 34 borrowers for loans for ré 
frigeration facilities only. 

Can you tell me how many members, approximately, these coopera- 
tives have / 

Secretary Brannan. You told me a moment ago, 3,000,000. 

Senator Kem. Those are consumers—those are consumers. 

Secretary BRANNAN. Consumers and members are about alike. 

Senator Kem. About the same? 

Secretary BRanNan. Yes. 

Senator Kem. So we are safe in assuming that the members are 
approximately 3,657,502? Are those members owners in large part 
farmers and other rural people? 

Secretary Brannan. Large part, ves. The law requires that. 

Senator Kem. And in a typical REA cooperative group who directs 
the activities ¢ 

Secretary Brannan. The board. 

Senator Kem. That is, a board of directors elected by the members? 

Secretary Brannan. Right. 

Senator Kem. And who manages the operations? 

Secretary Brannan. An employee that the board selects. 
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Senator Kem. He is the manager and subject to the direction and 
supervision of the board, is that correct ¢ 

Secretary Brannan. Right. 

Senator Kem. On whose payroll are the linemen, the accounting 
staff. and the other people W ho work for the R EA cooperative ¢ 

Secretary Brannan. ‘The question answers itself, the REA Co-op. 

Senator Kem. They are on the payroll of the REA / 

Secretary BRANNAN. Yes—of the cooperative. 

Senator Kem. And not Government employees ¢ 

Secretary Brannan. Right. 

Senator Kem. Are they Government checks or are they checks drawn 
by the cooperative ¢ 

Secretary BRANNAN. They are the co-op’s checks. 

Senator Kem. What is the role of the Administrator of the REA ? 

Secretary Brannan. To determine the eligibility of an applicant for 
a loan. 

Senator Kem. He largely performs the function of a banker, does 
he not ¢ 

Secretary Brannan. Well, he determines the eligibility of the loan. 

Senator Kem. And acts as a banker—lends the money and collects 
it back; is that right ? f 

Secretary Brannan. I think it is fair to say that. 

Senator Kem. So the REA ts, in effect, a banking agency and the 
taxpayers are the depositors; they put the money in, the co-ops borrow 
the money and pay it back—that is a fair statement, is it not ? 

Secretary BRanNaAN. Yes, sir. And paying it back very well. 

Senator Kem. Regardless of what we might think about socialism, 
there is nothing socialistic about an REA activity, is there; certainly 
nothing socialistic about an REA cooperative. That is private enter 
prise in operation, Is it not ¢ 

Secretary Brannan. Right. 

Senator Kem. For instance, by way of contrast, when the South 
western Power Administration builds a transmission line or a substa- 
tion, in whose name does the title rest ¢ 

Secretary BRANNAN. Southwest Power Administration I would 
assume. 

Senator Kem. Well, that is an agency of the Government, is it not— 
the title rests in the United States of America. tloes it not ? 

Secretary BRANNAN. Well, the Southwest Power Administration is 
not an agency of the Department of Agriculture and I am not entirely 
familiar with its operations. 

Senator Kem. It is a Government agency, that is true, is it not? 

Secretary Brannan. Right. Excuse me. I am not certain of the 
answer. If you say it is, I would not disagree with you. 

Senator Kem. You know that the Administrator of the Southwest 
ern Power Administration, the Southwestern Power Administration, 
| repeat, is appointed by the Secretary of the Interior. do you not 4 

Secretary Brannan. If that—— 

The CuatrMan. That is correct. 

Secretary Brannan. I will take your word for it. 

The CHarrmMan,. That is under the Interior. 

Senator Kem. And when he builds a transmission facility, the 
facility isa Government facility; that is right, is it not ? 


} 
i 
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Secretary BRANNAN: That is a matter of law that I would not be 
an expert on. 

Senator Kem. You have set out a lot of matters about this in your 
letter, I think I may tell you. 

Secretary Brannan. These are sources of power. 

Senator Kem. I may tell you, Mr. Secretary, that is correct. 

Secretary Brannan. And I will accept that. 

Senator Kem. When the Administrator of the Southwestern Powe: 
Administration builds a line or substation the title to that line or 
substation is in the Government of the United States. 

That same thing is true of the Southeastern Power Administra 
tion, Bureau of Reclamation. When the Tennessee Valley Authority 
builds an electric facility title is in the name of the United States 
Government. 

And as you have just said when the REA distribution co-op builds 
an electric facility title is in the name of the co-op. 

Can you tell me who owns the British Electric System ? 

Secretary Brannan. I sure can’t. 

Senator Kem. You have not advised yourself about the operations 
of socialism in the British Isles? 

Secretary Brannan. No, sir. I am not interested in socialism 
anywhere. 

Senator Kem. You are not? That is very interesting. You are 
not interesting yourself on the inroads of socialism into the United 
States? 

Secretary BRANNAN. Well, we are off on—— 

Senator Kem. No, no; we are right down the beam, Mr. Secretary. 
That is exactly what we are talking about. 

Secretary Brannan. Well, first of all, you have got to document 
the inroads of socialism. Is the REA the inroad to socialism you 
are talking about? 

Senator Kem. You and I just agreed that the REA was not 
socialistic. 

Secretary BranNAN. Is the Southwestern Power—is that what you 
were saying is socialistic? 

Senator Kem. I am saying that is Government operation, that 1s 
Government business. I am asking you what is taking place— 

Secretary BranNAN. So is the Post Office Department. 

Senator Kem. I am asking you what is taking place in Eng! 
with reference to the British authori ity. If you know, all right. 

Secretary Brannan. I explained—— 

Senator Kem. I would like to read into the record, Mr. Chairman, 
a little about that: 

The electricity act of Great Britain of 1947 required that holders of securiti 
in the electric companies be paid for their holdings on the basis of, averast 
quotations on the stock exchange of certain dates. On securities not quo! 
the value is determined by arbitration. 

Compensation was made by the issuance of British electric stock of suc! 
amount as was considered of equal value to the securities. 

And so in England the British Government has moved in and is operating | 
electric system 

I think, Mr. Secretary, that your charges made here in your letter 
and before this committee have done a lot to harm the REA move 
ment in this country by identifying with the REA unessential Gov- 
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ernment power spending. I do not mean tosay that all Federal power 
spending has been unessential, but I say that in the opinion of the 
Congress much of the proposed spending by the Government for this 
purpose has been held to be unessential, and I think you have done 
the REA movement a great disservice, sir, when you have attempted 
to identify the REA movement with this unessential power spending 
by the Government. 

“Secretary Brannan. We will let the REA cooperative members 
judge that. 

Senator Kem. All right. We will let the public, we will let the 
committee, we will let the Congress judge it. Congress has already 
judged it in a way that is apparently not in accord with your ideas. 

My point is that when the Federal Government builds an electric 
facility that can be built by someone else, then the only purpose of 
the Federal Government in doing it is purely and simply to carry out 
a function that would otherwise be performed by private citizens 
under the free-enterprise system. 

Now, then, that is just by way of premilimanry, Mr. Secretary. But 
I think it goes to the very meat of the discussion here that is involved 
in your question about my votes on power. 

I think it confuses or is an attempt in your mind or an effort on 
your part, either wittingly or unwittingly, to confuse the issue between 
REA which is free enterprise and unessential power spending by the 
Government which is socialism. 

Now, then, Mr. Secretary, I would like to ask you a few questions 
about the 12 roll calls on power issues outlined in your letter. 

The first one that you set out there is a roll-call vote on February 
27, 1948, which you describe as an effort to pigeonhole the St. Law- 
rence seaway bill. 

And, Mr. Chairman, I ask that the synopsis of that vote which 
occurred on February 27, 1948, be set out in the record. The result 
was 57 yeas and 30 nays. I voted for the motion. I find myself in 
the company of such eminent Senators as Byrd, Connally, Ellender, 
Fulbright, George, Hoey, Holland, Johnson of Colorado, McCarran, 
McClellan, McFarland, McKellar, McMahon, Maybank, Myers, 
O’Conor, Donnell, Overton, Robertson, Russell, Stennis, Stewart, 
Thomas, Umstead. Some of those Senators might be very much 
surprised, Mr. Secretary, to hear themselves listed in a list of enemies 
of the REA. 


(The record vote and synopsis are as follows :) 
Exutsir No. 116 


Subject: St. Lawrence seaway (S. J. Res. 111). 

Synopsis: Vote on Smith motion to recommit to the Committee on Foreign Rela- 
tions the resolution approving the agreement between the United States and 
Canada relating to the Great Lakes-St. Lawrence Basin. 

Action: Agreed to (recommitted). 


[Excerpts from the Congressional Record, February 27, 1948, p. 1921] 


Mr. SmiTH. Mr. President, I move that the pending joint resolution, Senate 
Joint Resolution 111, be recommitted to the Committee on Foreign Relations. 

The PRESIDENT pro tempore. Under the unanimous-consent agreement, the 
Senate will proceed to vote, and, under the rules of the Senate, the first motion 
submitted will be the motion of the Senator from New Jersey [Mr. Smith] to 
recommit the joint resolution. 

Mr. Lancer. I ask for the yeas and nays. 
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The yeas and nays were ordered, and the legislative clerk proceeded to call the 
roll. 

Mr. MaGnuson (when his name was called). I have a pair with the senior 
Senator from Maryland [Mr. Tydings] who is necessarily absent because of 
illness. Were he present he would vote “yea.” Were I permitted to vote | 
would vote “nay.” I withhold my vote. 

The roll call was concluded. 

Mr. KNOWLAND. I announce that the Senator from New Jersey [Mr. Smith 
is absent because of illness. The Senator from New Jersey, if present and voting 
would vote “vea.” 

The Senator from Wyoming [Mr. Robertson] is necessarily absent, and is 
paired with the Senator from New York [Mr. Wagner]. The Senator fron 
Wyoming, if present and voting, would vote “yea,” and the Senator from New 
York, if present and voting, would vote “nay.” 

The Senator from Maine [Mr. White] is absent because of illness, and is 
paired with the Senator from California |Mr. Downey]. The Senator fro 
Maine, if present and voting, would vote “yea,” and the Senator from California 
if present and voting, would vote “nay.” 

The Senator from Nebraska [Mr. Wherry] is absent on official business. 

Mr. Lucas. I announce that the Senator from Mississippi [Mr. Eastland 
absent because of illness. 

The Senator from New York [ Mr. Wagner], who is necessarily absent, is pairs 
on this vote with the Senator from Wyoming [Mr. Robertson]. If present an: 
voting, the Senator from New York would vote “nay,” and the Senator fron 
Wyoming would vote “yea.” 

The Senator from California [Mr. Downey], who is absent on official business, 
is paired on this vote with the Senator from Maine [Mr. White]. If present and 
voting, the Senator from California would vote “nay,” and the Senator from 
Maine would vote “yea.” 

The result was—yeas 57, nays 30, as follows: 

[Vote No. 144] 
YEAS—57 

Baldwit *Fulbright *Maybank 
Brewster *George Millikin 
Bricker Gurney Moore 
Bridges Hawkes Myers 
Brooks * Hoey *(’ Conor 
Buck *Holland *() Daniel 
Bushfield Ives *Overton 
Butler Jenner Reed 
*Rvrd * Johnson, Colorado Revercomb 
. Kem *Robertson, Virginia 

*Kilgore *Russell 

Lodge Saltonstall 

*\MeCarran *Stennis 
Cordon *MeClellan *Stewart 
Donnell *Mckarland Taft 
Dworshak *MeKellar *Thomas, Oklahoma 
Ector *MeMahor ‘Umste 
*Ellender Malone Watkins 
Flanders Marti Williams 

NAYS 

* Hill *Pepper 

* Johnston, Sout “a *Sparkman 

Knowland *Taylor 

Langer *Thomas, Utah 

Lucas rhve 

MeCarth Tobey 

MeGrat! Vandenberg 

Mors« Wiley 

Murray Wilson 

*() Mahoney Young 


NOT VOTING—?D 
* Downe Robertson, Wrvoming *Wacner 
*Kastland Smith Wherry 
*Magnuso! *Tydings White 
*Democrats ; Republicans unmarked 
The Prestment pro tempore. On this vote the yeas are 57, the nays are 
and the joint resolution is recommitted to the Committee on Foreign Relations 
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Repeb teams Democrats (4 


Secretary Brannan. Let us not put words in my mouth. We are 
talking about your voting pattern. 

Senator Kem. We are not talking about—— 

Secretary Brannan. Over the period of the past two years. 

Senator Kem. You have introduced that pattern, that word pattern 
into this hearing. Your statement was that I have voted nearly al- 
ways against what the farmer needs. You cannot get away from the 
issue. Iam not going to allow you todo that. I am not going to allow 
you to start talking about pattern. I will hold you down the line to 
what you said. And you list this as one of the votes that you say I 
made against the farmers’ needs. 

Secretary Brannan. Yes. 

Senator Kem. You cannot get away from that. I am not going 
to let you do it, unless you want to withdraw what you have said. 

Secretary Brannan. I would just like to refer to Senator Aiken’s 
answer on the St. Lawrence seaway. 

Senator Kem. Senator Aiken and I hold different views about that. 


Secretary Brannan. And I hold different views about it, too. 

Senator Kem. Yes; I know you do. And I have heard it debated 
it great length in the Senate and I have heard it debated with great 
force on both sides, but I have never heard any Senator charge a 
Senator who did not agree with him of voting against the farmers’ 


needs on that issue. 

Secretary Brannan. Senator Kem, you are aware that all four of 
the farmer organizations favored it. 

Senator Kem. Yes. 

Secretary BRANNAN. And, at least, one of them you say represents 
the farmers of America, the Farm Bureau. 

Senator Kem. No: I did not say that. I said the major farm organ- 
zations I think in general are representative organizations of the 
views of the farmers of America. 

Secretary Brannan. I think the Missouri Farmers Association was 
for it. 

Senator Kem. I agree. And I did not go along with them on that. 
[am not a rubber stamp here for the Missouri Farm Bureau. You 
suggested that vesterday. That is not so. 

Secretary Brannan. You suggested it yesterday. 

Senator Kem. I am representing all of the people of Missouri and 
of the United States, and I have tried to consider every issue on its 
merits. , 

The Cuatrman. Well, now, Mr. Secretary, do you want to answer 
the question, whatever Senator Kem has been saying there with ref- 
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erence to the St. Lawrence seaway as to why you think it is against 
the farmers’ rights? I donot know what you said about it. The Chai: 
will give you an opportunity to answer. 

Secretary Brannan. Well, thank you, Mr. Chairman. 

I simply say that representatives of the farm organizations endors 
the St. Lawrence seaway which is, certainly, a justification for mj 
feeling that the St. Lawrence seaway is in the farmers’ interests. | 
cite this as one case on which you voted against farmers’ interests. 

That is my opinion. There are good opinions to the contrary, and 
I respect them, but I still—— 

Senator Kem. But you do not respect my opinion ? 

Secretary Brannan. Well, I do. I simply am pointing out that this 
is one of a series 

Senator Kem. You have little respect for my opinion because you 
say I vote against what the farmers need. Let us refer to your letter, 
page 6, Mr. Secretary. You are pretty outspoken in your criticism of 
Senators who do not hold the views you have. 

You speak of the worst enemies of the REA. 

You say: 

Its worst enemies are smart enough not to attack it head on. The significant 
votes come in the form of voting on programs which would provide electricity 
for new or even old lines. 


And then right at the top of this list of the votes that you say a1 
significant votes—do not get away from that word, significant votes 
you list “effort to pigeonhole the St. Lawrence seaway bill during 
the Eightieth Congress.” 

Secretary Brannan. The St. Lawrence seaway bill would supply 


vast amounts of power for the New England area which is full of 
REA co-ops, all of which are or most of which are in need of power, 
as is the entire New England area, New York, and further on dow: 

Senator Kem. Well, now, Mr. Secretary, we do not have time to 
debate whether or not this is any time for the United States to plung: 
itself into this billion-dollar enterprise. My good friend from Ver 
mont thinks itis. My good friend from Louisiana—— 

The Cuarrman. Thinks it is not. 

Senator Kem. I am not going to engage in that. 

Senator Hicken.ooper. I thought it was. 

The Cuarrman. All of the farmers from Minnesota, and I think 
from the Dakotas, thought it should be built in order to afford then 
facility to carry their “huge wheat crops. 

Senator HickenLoorer. And some of the farmers from the Middle 
West thought it should not. 

The CHarrMan. Exactly. 

Senator Kem. And a lot of farmers in Missouri. We have got a 

very recent expression of opinion in the Congress on this subject. « 
June 18, since you have sent your letter, and “after the Congress te F 
had the benefit of your widely publicized views. The Congress acted 
on it again. And I would like to put in the record the vote on the 
motion to rec ommit the St. Lawrence seaway bill on June 18, 1952. It 
appears at page 7592 of the Record of that date. 
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The Cuarmman. With objection, that may be done. 
(The Record at p. 7592 is as follows:) 


Exuisit No. 117 


The Vice Presipent. The time of the Senator from Vermont has expired. All 
time for debate has expired. 

The question is on agreeing to the motion of the Senator from Maryland [Mr. 
O’Conor] to recommit the joint resolution to the Committee on Foreign 
Relations. 

Mr. O’Conor, Mr. Ferguson, and other Senators asked for the yeas and nays. 

The yeas and nays were ordered, and the legislative clerk proceeded to call 
the roll. 

Mr. JoHnston of South Carolina (when his name was called). I have a pair 
with the senior Senator from Virginia [Mr. Byrp]. If he were present and 
yoting, he would vote “yea.” If I were at liberty to vote, I would vote “nay.” 
I therefore withhold my vote. 

Mr. KNOwLAND (when his name was called). I have a paid with the senior 
Senator from Indiana [Mr. Capenart]. If he were persent and voting, he would 
vote “yea.” If I were at liberty to vote, I would vote “nay.” I therefore with- 
hold my vote. 

Mr. HicKENLoopeR (when his name was called). I have a pair with the senior 
Senator from Nebruska [Mr. Butler]. If he were present and voting, he 
would vote “yea.” If I were at liberty to vote, I would vote “nay.” I therefore 
withhold my vote. 

The roll call was concluded. 

Mr. McFartanp. I announce that the Senator from Virginia [Mr. Byrd], the 
Senator from Texas [Mr. Johnson], and the Senator from Montana [Mr. Mur- 
ray] are absent on official business. 

The Senator from Arkansas [Mr. Fulbright] is absent because of illness in 
his family. 

The Senator from Connecticut [Mr. McMahon] is absent because of illness. 

The Senator from Georgia [Mr. Russell] is absent by leave of the Senate. 

I announce further that the Senator from Arkansas [Mr. Fulbright] is paired 
on this vote with the Senator from Montana [Mr. Murray | If present and 
voting, the Senator from Arkansas would vote “yea,” and the Senator from 
Montana would vote “nay.” 

I announce also that the Senator from Texas [Mr. Johnson] is paired on this 
vote with the Senator from Connecticut [Mr. McMahon]. If present and voting 
the Senator from Texas would vote “yea,” and the Senator from Connecticut 
would vote “nay.” 

Mr. SALTONSTALL. I announce that the Senator from Nebraska [Mr. Butler] 
is absent because of the death of his brother and his pair has been previously an- 
nounced by the Senator from Iowa [Mr. Hickenlooper. ] 

The Senator from Washington [Mr. Cain] is absent by leave of the Senate. 

The Senator from Kansas [Mr. Carlson] is necessarily absent and, if present 
and voting, he would vote “yea.” 

The Senator from Indiana [Mr. Capehart] ‘is detained on official business and 
his pair has been previously announced by the Senator from California [Mr. 
Knowland }. 

The result was announced—yeas 43, nays 40, as follows: 


YEAS—43 


Bennett Hunt O’Conor 

trewster Ives O'Mahoney 

Bricker Jenner Robertson 

Bridges Johnson, Colorado Saltonstall 

Butler, Maryland Kem Schoeppel 

Connally Kilgore Smith, Maine 

Lodge Smith, New Jersey 

' Long Smith, North Carolina 

Dworshak Malone Stennis 

Ecton Martin Underwood 

Ellender Maybank Watkins 

Frear McCarran Welker 

George McClellan Williams 

Hendrickson Millikin 

Hoey Neely 
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NAYS—40 


Henning Morse 
Hill Mundt 
Holland Nixon 
Humphrey Pastore 
Kef ver Seaton 
Kerr Smathers 
Langer Sparkman 
Lehman 

Magnuson 

MeCarthy 

McFarland 

MeKellat 

Monroney 

Moody 


NOT VOTING 15 
Fulbright McMahon 
Hickenlooper Murray 
Johnson, Texas Russell 
Johnston, South Carolina 
Knowland 
So Mr. O’Conor’s motion to recommit was agreed to. 


~ 


Secretary Brannan. Does that include the vote in favor of the St 
Lawrence, too? It does, does it not? 

Senator Kem. Forty nays in favor of it. I find such “enemies” 
the REA, and that is in quotation marks, as Senators Connally, Elle: 
der, George, Frear, Hoey, Hunt, Johnson of Colorado, Kilgore, Long. 
Maybank, McCarran, McClellan, Neely, O’Conor, O’ Mahoney, Rol 
ertson, Saltonstall, Smith of Maine, Smith of New Jersey, Smith of 
North Carolina, Stennis, Underwood, Watkins. 

Secretary Brannan. Now if you are again trying to imply that 
I am calling those folks enemies of REA you are entirely wrong. 

Senator Kem. I am not implying—lI am not trying to imply an) 


thing. I am just referring to your letter. You used the words “worst 


eneniles. 

Secretary Brannan. Which is the private power companies. 

Senator Kem. Now, wait a minute. You used the words, “worst 
erremies,” and then refer to significant votes, and then you list those 
significant votes, and you put this at the head. There is no implica- 
tion necessary there. It is just a plain statement, of course. He that 
runs can read. 

The Cuatrman. It might be well to point out that a good many of 
ns voted as we did the other day because of the fact that the St. 
Lawrence seaway was being developed for the purpose of navigation, 
but if this matter were simply on the question of power, why I would 
be for it one hundred percent. 

Senator Kem. I think a lot of us would, but the Secretary’s casti- 
vation 

The CuarroMan. I understand—I understand. 

Senator Kem. As it was presented was against the Senators. 

The Cuarrman. What is next? 

Senator Kem. You are aware that the New York State Power Au- 
thority has asked the Federal Power Commission for a license under 
which it could proceed to construct the power features of the St. 
Lawrence proposal. are you not é 

Secretary Brannan. I have heard about that: yes, sir. 

Senator Kem. There is a possibility or, perhaps, a probability that 
those power facilities will receive immediate attention ¢ 

Secretary Brannan. I have no knowledge on that. 
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Senator Kem. Well, have you, as Secretary of Agriculture, done 
anything to urge that the Federal Power Commission grant this 
license ¢ 

Secretary Brannan. The New York one? 

Senator Kem. Yes. 

Secretary Brannan. We have not been asked for our view on it. 

Senator Kem. Well, have you interested yourself in trying to get 
power for these cooperatives that you say are in need of it in that 
way ‘ 

Secretary BRANNAN. We certainly have been interested in getting 
power for the cooperatives and interested in their efforts to get it for 
themselves. 

Senator Kem. Have you made any speech urging that the electric 
facilities of the St. Lawrence receive immediate attention ¢ 

Secretary Brannan. | testified before the committees of Congress 
on that, a year or two back. 

Senator Kem. Have you done anything recently? 

Secretary Brannan. No; but I have not changed my mind. 

Senator Kem. I notice others have been very active in that respect, 
but I did not find where you had had anything to say on that subject. 

Secretary Brennan. Well, I was in Senator Aiken’s State just 
recently and made a speech and included in my remarks 

Senator Kem. Did you refer to it ¢ 

Secretary Brannan. The St. Lawrence seaway. 

Senator Kem. What did you refer to, the fact that if the Congress 
decided not to wee the seaway that an effort should still be made 
to build the electric facilities ¢ 

Secretary Brannan. No; but I certainly stressed the need of the 
electric facilities. I do not know whether the thing is separable or 
not, and I do not think anybody else does at this stage. 

Senator Kem. I do not know that anybody would be interested in 
your opinion on that. 

Secretary Brannan. Well, I am here because you have asked me 
for my opinion. 

Senator Kem. I will tell you why you are here, Mr. Secretary. 
You are here because you made an unwarranted attack on a member 
of the Senate. And as you said yesterday, you would be perfectly 
willing to let it stop there. You had in mind a hit-and-run, that 
you could just say that and then you would not be called on to prove 
what you had said. Now, the day of judgment has arrived and you 
are here and under oath and you are required to back up these unwar- 
ranted statements that you made. And that is why you are here. 

Secretary Brannan. Let me express my complete satisfaction with 
being here. 

Senator Kem. All right. I am glad you are here, too. I hope you 
enjoy the proceedings from now on. 

Secretary Brannan. Thank you, sir. 

Senator Kem. Now then, let us talk something about the TVA 
steam-plant vote. They are Nos. 21, 24, and 25 on your list of 
what you call significant votes whic hy you 1 couple with the preceding 
sentence referring to the “worst enemies” of the REA. 

The question involved here was never whether or not the areas 
served by TVA should or should not have steam power. The ques- 
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tion all of the time was whether or not the construction of the steam 
plants by the Federal Government was a proper function of the 
Federal Government and whether or not it was authorized by law. 

The entire controversy was who should build the steam plants, 
whether they should be built by the Government. 

Secretary Brannan. Well, Senator, are you saying that there 
not clear authority in the Tennessee Valley Act for them to build 
a steam plant, to firm up their hydropower and make year-around 
service? 

Senator Kem. That is a very controversial subject, and I do not 
think we will gain anything by arguing it here. 

Secretary BRANNAN. You moved 

Senator Kem. I want to talk about these four roll-call votes which 
you specified in your letter as being significant votes. 

Secretary Brannan. Well, Senator, they are not only significant, 
they are the only votes on the subject. 

Senator Kem. All right. They have to do with the New Johnson- 
ville steam plant. My understanding of the issue when I voted on 
those, and it still is, that the question was who should provide the 
steam capacity for that. The question was whether the Federal Gov- 
ernment should provide it or whether the steam capacity in the area 
should not be provided by the municipalities and the other distributors 
and the private investors there. 

The question, in part, was whether or not it was essential for the 
Federal Government to do it. 

Now, Mr. Secretary, are you of the opinion that the REA cooper- 
atives and others in Tennessee would have gone without power if 
the TVA had not been authorized to build the New Sclanentilia steam 
plant? 

Secretary Brannan. That is my opinion and that I understand to 
have been the opinion of the Congress when it authorized the Johnson- 
ville plant. 

Senator Kem. That is your opinion. And it was not my opinion, 
and I have respect for your opinion. I do not know whether you have 
any respect for mine or not. 

Secretary Brannan. I have expressed it. 

Senator Kem. It is hard—well 

Senator Hicken Looper. May I suggest, as I recall that Johnsonville 
steam plant argument the major emphasis, almost the controlling em 
phasis, was an attempt to be put on the justification of the Johnsonville 
steam plant to firm up the plant for the atomic set-up at Knoxville, 
Tenn. And there was very little said about REA needing more power 
It was a firming-up proposition for the dams there because of the loca 
tion of the very vital atomic energy plant at Knoxville. And that was 
the chief sales argument used on the floor of the Senate at the time. 

The Cuarrman. In that connection I was opposed to the building of 
steam plants as such, except to the extent that it would be necessary 
to firm up power developed from falling water, but as the Senator 
»oints out we have recently been asked to vote millions of dollars to 
build more steam plants, and this emergency has been used as a method 


to get that accomplished. 
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Senator Arken. I think we have, or the Government has, issued 
some $30 or $50 million in quick tax write-offs to the private companies 
to build plants down there for the Paducah atomic energy plant. 

The Cuarrman. That is only to furnish one-half of the power needed 
at Paducah. 

Senator HickeNLoor! r. I do not want to vet into a controversy as 
to the needs or the lack of needs. I want to express my very firm 
recollection, because I am, also, interested in that by the f fact that the 
major emphasis and the whole sales talk, the whole burden of the 
sales talk on this Johnsonville steam plant was that the power had to 
be firmed up so that a supply of power could be available for the atomic 
energy plant at Knoxville. 

Senator Kem. My recollection about the recent discussion of that 
in the Senate is that the emphasis again was on the need for the atomic 
energy development and of the various war industry plants located 
in that area. 

Secretary Brannan. Now, Senator Kem—— 

Senator Kem. I do not recall any requirements of the REA ever 
being mentioned in that discussion. 

Secretary Brannan. Well, Senator Kem, if the atomic energy plant 
had, as it did have, a priority claim on the electric power and some of 
the other plants, the industr ial plants that were building war materials, 
had the priority claims on the power available in the area then it 
stands to reason that as they were built and as they demanded the 
power the people who suffered were the farmers and the REA dis- 
tributors, because the power had to go to these preferential users. 
Therefore, to increase the supplies of power and to firm it up the year 
around was very much to the interests of the farmer, because he was a 
secondary claimant on the available supply and the total supply was 
very short, very far short of the total demand. He had as many chips 
in that game as the atomic energy plant or anybody else. 

I do not know what arguments were used to influence the Congress, 
but, certainly, the REA cooperatives of that area had a great stake in 
whether there was enough power for the atomic energy plants and 
the farmers. 

Senator Kem. Well, Mr. Chairman, I would like to put in record at 
this point the votes on these four amendments that the Secretary has 
referred to in his letter. First is item 21 which is the vote of June 15, 
1948, on the Government corporations independent executive agencies 
appropriation, 1949, H. R. 6481, where the vote was 45 yeas and 37 
nays. 

And item 22, in the Secretary’s letter of June 19, 1949, where the 
subject was Government corporation and independent executive agen- 
cies appropriations, H. R. 6841, where the vote was 37 yeas and 47 
nays. 

And item 24 in the Secretary’s letter, the vote on April 13, 1949, 
where the subject was the First Deficiency Appropriation Act, H. R. 
2632, and the vote was 30 yeas and 55 nays. 

And the vote on April 13, 1949, covering item No. 25 of the Secre- 
tary’s letter, where the subject was the First Deficiency Appropriation 
Act of 1949, H. R. 2632, and the vote was yeas 38 and nays 45. 
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The Cuarrman. Without objection they will be incorperated in the 
record. It is so ordered. 
(The record votes on the four items are as follows:) 


Exuisir No. 118 


Subject: Government Corporations and Independent Executive Agencies Appro 
priation, 1949 (H. R. 6481). 

Synopsis: Vote on committee amendments en bloc under the caption Tennesse¢ 
Valley Authority which authorized the appropriation of $ million for the 
construction of a steam plant at New Johnsonville, Tenn. (See vote No. 230.) 

Action: Agreed to. 


{Excerpts from the Congressional Record, June 15, 1948, p. 8540) 


The PresipinG Orricer, The clerk will state the first committee amendment 

The Cuter CLerK. On page 2, line 7, after the word “vehicles,” it is proposed 
to strike out “$27,389,061,” aud insert in lieu thereof, “$30,972,061.” 

Mr. Fereuson. Mr. President, I ask that the first three amendments be co: 
sidered en bloc, because they are so tied together, it seems to me, that a vote on 
one of them will determine the vote on all of them. 

The PrResipine Orricer. Is there objection? Without objection, the three 
amendments will be considered en bloc. 

The question is on agreeing to the first three committee amendments, which 
are being considered and will be voted upon en bloc. 

(The two committee amendments not printed in the Record are as follows 
On page 2, line 11, strike out “$21,689,000” and insert in lieu thereof “$25, 
689,000" ; and on the same page, line 13, insert the words “one steam plant at 
New Johnsonville, Tennessee’’. ) 

The PrestpinG OFFicer. The question is on agreeing to the first three committes 
niuendments, which, by unanimous consent, are considered and are to be voted 
on en bloc. On this question the yeas and nays have been requested 

The yeas and nays were ordered, and the clerk will call the roll. 

The Chief Clerk proceeded to call the roll 

Mr. Rorerrson of Virginia (when his name was called). On this vote I have 
a pair with the senior Senator from Georgia, Mr. George. If he were present lhe 
would vote “yea.” If I were permitted to vote, I would vote “nay.” 1 withh« 
Iny vote. 

The roll call was concluded. 

Mr. Hitz. On this vote the senior Senator from Nevada, Mr. McCarran, is paired 
with the senior Senator from Maine, Mr. White. I am advised that if present 
und voting the senior Senator from Nevada would vote ‘yea, and the seni 
Senator from Maine would vote “nay.” 

Mr. Wuerry. I announce that the Senator from South Dakota, Mr. Bushfield 
is necessarily absent. 

The Senator from Maine, Mr. White, is necessarily absent and is paired wit! 
the Senator from Nevada, Mr. McCarran, If present and voting, the Senator 
from Maine would vote “nay,” and the Senator from Nevada would vote “yea 

The Senator from Kansas, Mr. Reed, the Senator from New Jersey, Mr. Smiti 
and the Senator from lowa, Mr. Wilson, are detained on official business. 

The Senator from New Hampshire, Mr. Tobey, is necessarily absent due 
being called to the hospital on account of an uc lent to a member of his family 

The Senator from Wisconsin, Mr. Wiley, is detained on official committee 
business. 

Mr. Lucas. I announce that the Senator from Georgia, Mr. George, is absent 
because of a death in his family 

The Senator from West Virginia, Mr. Kilgore, is necessarily absent, on in 
portant public business. r 

The Senator from Nevada, Mr, McCarran, and the Senator from New York, Mr 
Wacner, are necessarily absent. 

The Senator from Pennsylvania, Mr. Myers, is absent on public business. 

The Senator from Utah, Mr. Thomas, is absent by leave of the Senate, having 
been appointed a national delegate by the President to the annual conference of 
the International Labor Organization meeting in San Francisco, Calif. 

I announce further that the Senator from West Virginia, Mr. Kilgore, who 
would vote “nay” if present, is paired with the Senator from Utah, Mr. Thomas 
who would vote “yea” if present. 
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If present and voting the Senator from New York, Mr. Wagner, would vote 


“vea.”’ 
The result was annoul! 


Aiken 
*Barkley 
*Chavez 
*Connally 
Cooper 
Cordon 
Donnell 
*Downey 
*EKastland 
*Ellender 
*Feazel 
Flanders 
*Fulbright 
*Green 
*Hatch 


Baldwin 
Ball 
Brewster 
Bricker 
Bridges 
Brooks 
Buck 
Butler 
*Byrd 
Cain 
Capehart 
Capper 
Dworshak 


Bushfield 
*George 
*Kilgore 
*McCarran 
*Myers 


*Democrats : Republicans 


So the first three committee ame 


lysis of vote 
Yeas (45 

Nays (37 

Not voting (14) 


sitions o f Senators not voting 


Position ‘‘vea’ 
No position 


Subject: Government co 
priations (H. R. 6481) 


Synopsis: Vote on Ferguson motion that 


iced—yeas 45, nays 37, as follows: 


[Vote No. 225] 
YEAS—45 


*Hayden 

*Hill 

*Hoey 

*Holland 

*Johnston, Colorado 

*Johnston, South Carolina 
Knowland 


*MeFarland 

*McGrath 
McKellar 
McMahon 

*Magnuson 


NAYS 


Ecton 
Ferguson 
Gurney 

Haw kes 
Hickenlooper 


McCarthy 
Malone 
Martin 
Millikin 


NOT VOTING—14 
Reed 
*Robertson, Virginia 
Smith 


*Thomas, Utah 
Tobey 


unmarked 


Eexutipir No. 119 


rporations and independent 


*Maybank 
Morse 
*Murray 
*O’Conor 
*O’ Mahoney 
*Pepper 
*Russell 
*Sparkman 
*Stennis 
*Stewart 
*Taylor 
*Thomas, Oklahoma 
*Tydings 
Wherry 
Young 


Moore 

*O' Daniel 
Revercomb 
Robertson, Wyoming 
Saltonstall 
Taft 

Thye 
*Umstead 
Vandenberg 
Watkins 
Williams 


*Wagner 
White 
Wiley 
Wilson 


ndments were agreed to en bloc 


Democrat 
4 


Republicans 


executive agencies appro- 


the Senate recede from its amendments 


to H. R. 6481, which provided $4,000,000 for construtcion of a steam plant 
by TVA at New Johnsonville, Tenn (See vote 


4 : 
ACTION : 


Rejected. 
[Excerpts fron 


Mr. Frereuson. I ask 


the Government corporations appropriation bill, that 


e Congressional Record, June 


225, and note this page.) 


1948, p. 9190 


unanimous consent, as chairman of the conferees on 


I be permitted to move 


that the Senate recede on amendments Nos. 1, 2, and 3 to that bill, House bill 


6481, and that the vote on this motion be taken without debate 


consent that I be permitt« 
The PRESIDING OFFICER 


20554—52—-pt. 2 


“l to move to that effect. 
Is there objection? 


l ask unanimous 
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Mr. Ferauson. Mr. President, let me include in my proposal a further p: 
posal that the debate be limited to 7 minutes for each side, and that the ti: 
be assigned by the acting majority leader and the minority leader. 

The Presrpine Orricer. The request will be modified accordingly. 

Is there objection to the unanimous-consent request propounded by the S: 
ator from Michigan? 

Without objection, it is so ordered. 

Mr. Ferevuson. I now make the motion, Mr. President. 

The Presrpine Orricer. The question is on agreeing to the motion. 

The Chair asks the clerk, for the purposes of the record and the informatio: 
of the Senate, to read the three amendments from which the Senator fro 
Michigan asks the Senate to recede. 

The Curer CLERK. On page 2, line 5, after the word “vehicle”, to strike « 
“$27,389,061” and insert “$30,972,061”; on page 2, line 9, to strike out “$21,689 
000” and insert “$25,689,000"; and on page 2, line 11, after the word “dams” 
insert the words “one steam plant at New Johnsonville, Tenn.” 

Mr. Kem and other Senators asked for the yeas and nays. 

The yeas and nays were ordered, and the Chief Clerk proceeded to call the 
roll. 

Mr. Kireore (when his name was called). I have a pair on this vote wit 
the senior Senator from Georgia, Mr. George, who is absent because of a death 
in his family. If he were present he would vote “nay.” If I were permitted 
to vote, I would vote “yea.” 

The roll call was concluded. 

Mr. Wuerry. I announce that the Senator from South Dakota, Mr. Bushfield 
the Senator from Kansas, Mr. Capper, the Senator from Massachusetts, My: 
Lodge, the Senator from Wyoming, Mr. Robertson, the Senator from Maine 
Mr. White, and the Senator from Iowa, Mr. Wilson, are necessarily absent. If 
present and voting, the Senator from Massachusetts, Mr. Lodge, and the Sena 
tor from Wyoming, Mr. Robertson, would vote “yea.” 

Mr. Lucas. I announced that the Senator from Georgia, Mr. George, is absent 
because of a death in his family. 

The Senator from Nevada, Mr. McCarran, the Senator from Texas, Mr 
O'Daniel, and the Senator from New York, Mr. Wagner, are necessarily absent 

The Senator from Utah, Mr. Thomas, is absent by leave of the Senate, having 
been appointed a national delegate by the President to the annual conferenc 
of the International Labor Organization, meeting in San Francisco, Calif 

If present and voting, the Senator from Nevada, Mr. McCarran, the Senator 
from Utah, Mr. Thomas, and the Senator from New York, Mr. Wagner would 


vote “nay.” 


The result was announced—yeas 37, nays 47, as follows: 


Baldwin 
Ball 
Brewster 
sricker 
Bridges 
Brooks 
Buck 
*BRyrd 
Cain 
Capehart 
Dworshak 
Eecton 
Ferguson 


Aiken 
*Barkley 
Butler 
*Chavez 
*Connally 
Cooper 
Cordon 
Donnell 
*Downey 
*Eastland 
*Ellender 
*Feazel 
Flanders 
*Fulbright 
*(jreen 


*Hatch 


[Vote No. 239] 
YEAS—37 


Gurney 
Hawkes 
Hickenlooper 
Ives 
Jenner 
Kem 
McCarthy 
Malone 
Martin 
Millikin 
Moore 
Reed 
Revercomb 


NAYS 


*Hayden 
*Hill 
*Hoey 
*Holland 
* Johnson, Colorado 
* Johnston, South Carolina 
Knowland 
Langer 
*Lucas 
*McClellan 
*McFarland 
*McGrath 
*McKellar 
*McMahon 
*Magnuson 
*Maybank 


*Robertson, Virginia 
Saltonstall 
Smith 
Taft 
Thye 
Tobey 

*Umstead 
Vandenberg 
Watkins 
Wiley 
Williams 


Morse 
*Murray 
*Myers 
*O'Conor 
*O’ Mahoney 
*Pepper 
*Russell 
*Sparkman 
*Stennis 
*Stewart 
*Taylor 
*Thomas, Oklahoma 
*Tydings 

Wherry 

Young 
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NOT VOTING—12 
Bushfield Lodge *Thomas, Utah 
Capper *McCarran *Wagner 
*George *O' Daniel White 
*Kilgore Robertson, Wyoming Wilson 
*Democrats ; Republicans unmarked. 


So Mr. Ferguson's motion was rejected. 
(Note.—By voice vote June 19, 1948 (p. 9263, Congressional Record) the Senate 
receded on this amendment.) 


tenublicans 
Re = - Democrats (45 


Analysis of vote 
feas (37) 

Nays (47). ‘ 
Not voting (12) 

Positions of Senators not voting 
Paired—*“ yea” 
Paired—“nay”’ - . 

Not paired— Position ‘‘yea’ 
Not paired— Position “‘nay’ 
Not paired—No position 


ExHrsit No. 120 


Subject: First Deficiency Appropriation Act, 1949 (H. R. 2632). 

Synopsis: Vote on Bridges amendment which sought to eliminate funds for 
construction of the New Johnsonville, Tenn., steam plant, TVA. The cost of 
the plant and the amount involved in the amendment was $2,500,000. 

Action: Rejected. 


[Excerpts from the Congressional Record, April 13, 1949, p. 4565] 


Mr. Bripces. Mr. President, I offer the amendment which I sent to the desk 
and ask to have stated. 

The Vice PResIDENT. The amendment will be stated. 

The L&GISLATIVE CLERK. On page 12 in line 9, it is proposed to strike out 
“$2,950,000” and insert in lieu thereof “$450,000.” . 

In line 13, it is proposed to strike out “$24,639,000” and insert in lieu thereof 
“$22,139,000.” 

Mr. LANGER. I ask for the yeas and nays. 

The yeas and nays were ordered. 

The PRESIDING OFFicer. The yeas and nays having been ordered, the clerk 
will call the roll. 

The Chief Clerk proceeded to call the roll. 

Mr. BALDWIN (when his name was called). On this vote I have a pair with the 
senior Senator from Connecticut, Mr. McMahon, who is necessarily absent. If 
he were present and voting, he would vote “nay.” If I were permitted to vote, I 
would vote “yea.” I withhold mv vote. 

Mr. FREAR (when his name was called). On this vote I have a pair with the 
junior Senator from North Carolina, Mr. Graham, who is absent because of 
illness. If present the Senator from North Carolina would vote “nay.” If I 
were permitted to vote I would vote “yea.” I withhold my vote. 

Mr. Tart (when his name was called). On this vote I have a pair with the 
junior’ Senator from Oregon, Mr. Morse. If he were present he would vote 
‘nay.” If 1 were permitted to vote I would vote “yea.” I withhold my vote. 

The roll call was concluded. 

Mr. Myers. I announce that the Senator from Nevada, Mr. McCarran, who 
is absent by leave of the Senate on official business, is paired on this vote with 
the Senator from New York, Mr. Wagner, who is necessarily absent. If present 
and voting, the Senator from Nevada would vote “yea” and the Senator from 
New York would vote “nay.” 

Mr. SALTONSTALL. I announce that the Senator from New Jersey, Mr. Smith, 
is absent because of illness. If present and voting, the Senator from New Jersey 
would vote “yea.” 

The Senator from Oregon, Mr. Morse, is absent on official business and his 
pair with the Senator from Ohio, Mr. Taft, has been previously announced. 
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The Senator from Kansas, Mr. Reed, is detained on official business. 
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If pres 


ent and voting, the Senator from Kansas, Mr. Reed, would vote “yea.” 
The Senator from Nevada, Mr. Malone, is detained on official business. It 
present and voting, the Senator from Nevada, Mr. Malone, would vote “yea 
The result was announced—yeas 30, nays 55, as follows: 


[Vote No. 57] 
YEAS—30 


Capehart 
Ecton 
Ferguson MeCarthy 
Flanders Martin 
Gurney Millikin 
Henderson Munit 
Hickenlooper *Myers 
NAYS 55 
Aiken *Hill 
* Anderson *Hoevy 
Brewster *Holland 
Butler *Humphrey 
Cain *Hunt 
*Chapman * Johnson, Colorado 
*Chavez * Johnson, Texas 
*Connally *Johnston, South Carolina 
Cordon *Kefauver 
Donnell *Kerr 
* Douglas Knowland 
*Downey Langer 
Eastland *Long 
*Ellender * Lucas 
Fulbright *McClellan 
*George *MeFarland 
*Gillette *McGrath 
*(_, reel! *McKellar 
*Hayden *Magnuson 
NOT VOTING 
jaldwin eo Mahon 
*Frear alone 
*Graham Mors¢ 
*MecCarran Reed 


*Democrats: Republicans unmarked 


Mr. Bridges’ amendment was rejected 


Analysis of 
Yeas (30 
Nays (5 
Not voting (1! 
not voting 


Exuipsit No. 121 


*Neely 

*O'’Conor 

* Robertson 
Saltonstall 
Schoeppel 
Toby 

*Tydings 
Vandenberg 
Wiley 
Williams 


*Maybank 
*Miller 
*Murray 
*O’Mahoney 
*Pepper 
*Russell 
Smith, Maine 
*Sparkman 
*Stennis 
*Taylor 
*Thomas, Oklahoma 
*Thomas, Utah 
Thye 
Watkins 
Wherry 
*Withbers 
Young 


Smith, New Jersey 
raft 
*Wagner 


"<*> 


Subject: First Deficiency Appropriation Act, 1949 (H. R. 2682). 


Synopsis 


Vote on Ferguson motion to suspend the 


rules in order that he mig 


propose an amendment which would authorize any taxpayer or consumet 
test the constitutionality of construction of any steam plant by TVA 


Action: Rejected. (Rule not suspended. ) 
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{Excerpts from the Congressional Record, April 13, 1949, p. 4571] 


Mr. Ferauson. Mr. President, § offer the amendment. 

Mr. Hitt. Mr. President, | make the point of order that the amendment is 
legislation on an appropriation bill and not in order except, of course, through 
a Suspension of the rules. 

Mr. Fercuson. I move that the rule be suspended 

The PresipinG Orricer. Let the Chair rule first on the point of order. The 
point of order is well taken. It is in violation of clause 4 of rule XVI, which 
prohibits general legislation on an appropriation bill. 

Mr. Ferauson. Mr. President, notice was filed in conformity with the rule, 
and in anticipation of what the Chair might rule in this case. Therefore I move 
the suspension of the rule. 

The Presipine Orricer. The question is on agreeing to the motion of the 
Senator from Michigan to suspend the rule, under notice given on March 18 

Mr. Ferauson. On this question I ask for the yeas and nays 

The yeas and nays were ordered, and the legislative clerk proceeded to call 
the roll. 

Mr. BALDWIN (when his name was called). On this vote I am paired with the 
senior Senator from Connecticut, Mr. McMahon, who is necessarily absent, and 
likewise with the senior Senator from Kansas, Mr. Reed. If the senior Senator 
from Connecticut were present, he would note “nay.” If the senior Senator 
from Kansas and I were permitted to vote, we would vote “yea.” 

Under the circumstances, we withhold our votes. 

The roll call was concluded. 

Mr. Myers. I announce that on this vote the senior Senator from Nevada, Mr. 
McCarran, who is absent by leave of the Senate on official business, and the 
junior Senator from Nevada, Mr. Malone, are paired on this vote with the Senator 
from Oregon, Mr. Morse. If present and voting, the senior Senator from Nevada 
and the junior Senator from Nevada would vote “yea,” and the Senator from 
Oregon would vote “nay.” 

The Senator from New Mexico, Mr. Chavez; the Senator from Oklahoma, Mr. 
Thomas; and the Senator from Utah, Mr. Thomas, are unavoidably detained, 
and if present each of these Senators would vote “nay.” 

The Senator from North Carolina, Mr. Graham, is absent because of illness, 
and if present would vote “nay.” 

The Senator from New York, Mr. Wagner, is necessarily absent, and if present 
would vote “nay.” 

Mr. SALTONSTALL. I announce that the Senator from New Jersey, Mr. Smith, 
is absent because of illness. If present and voting, the Senator from New Jersey 
would vote “yea.” 

The Senator from Kansas, Mr. Reed, is detained on official business, and his 
pair has been previously announced. 

The Senator from New Hampshire, Mr. Tobey, is detained on official business: 

The junior Senator from Nevada, Mr. Malone, who is detained on official busi- 
ness, and the senior Senator from Nevada, Mr. McCarran, are paired with the 
Senator from Oregon, Mr. Morse, who is absent on official business. If present 
and voting, the junior Senator from Nevada, Mr. Malone, and the senior Senator 
from Nevada, Mr. McCarran, would vote “yea,” and the Senator from Oregon, 
Mr. Morse, would vote “nay.” 

The result was—veas 38, nays 45, as follows: 


[Vote No. 58] 
YEAS— 388 


Brewster Gurney * Robertson 
Bricker Hendrickson Saltonstall 
Bridges Hickenlooper Schoeppel 
Butler Ives Smith, Maine 
*Byrd Jenner Taft 
Cain Kem Thye 
Capehart Knowland *Tydings 
Cordon Lodge Vandenberg 
Donnell MeCarth Watkins 
Ecton Martin Wherry 
Ferguson Millikin Wiley 
Flanders Mundt Williams 
*Gillette *O' Conor 
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Aiken 
* Anderson 
*Chapman 
*Connally 
* Douglas 
*Downey 
*Eastland 
*Ellender 
*Frear 
*Fulbright 
*George 
*Green 


Baldwin 
*Chavez 
*Graham 
*McCarran 
*McMahon 


NAYS—45 


*Holland 
*Humphrey 
*Hunt 
* Johnson, Colorado 
*Johnson, Texas 
*Johnston, South Carolina 
*Kefauver 
*Kerr 
*Kilgore 

Langer 
*Long 
*Lucas 
*McClellan 
*McFarland 
*McGrath 


NOT VOTING—13 
Malone 
Morse 
Reed 
Smith, New Jersey 
*Thomas, Oklahoma 
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*McKellar 
*Magnuson 
*Maybank 
*Miller 
*Murray 
*Myers 
*Neely 
*O’ Mahoney 
*Pepper 
*Russell 
*Sparkman 
*Stennis 
*Taylor 
*Withers 
Young 


*Thomas, Utah 
Tobey 
*Wagner 


*Democrats ; Republicans unmarked. 


The Presipine Orricer. Two-thirds of the Senators present not having voted 
in the affirmative, the rule is not suspended. 

The bill H. R. 2632 was read the third time and passed by a voice vote. 

Mr. Ferguson submitted the following notice in writing: 

“In accordance with rule XL of the Standing Rules of the Senate, I hereby 
give notice in writing that it is my intention to move to suspend paragraph 4 of 
rule XVI for the purpose of proposing to the bill (H. R. 2632) making appropria 
tions to supply deficiencies in certain appropriations for the fiscal year ending 
June 30, 1949, and for other purposes, the following amendment, namely: After 
the paragraph under the caption “Tennessee Valley Authority’ insert the 
following: 

“*Any Federal taxpayer or any consumer of electric energy, neither of whom 
is supplied with electric energy produced by the Tennessee Valley Authority 
may, and is hereby authorized to, institute and maintain an action against the 
Tennessee Valley Authority in the United States District Court for the District 
of Columbia to enjoin the expenditure of any funds herein appropriated for the 
construction of any steam electric generating plant by the Tennessee Valley 
Authority and to enjoin the construction of said plant or plants as being contrary 
to law: Provided, That such an action shall not be maintained unless the com 
plaint is filed within 3 months from the date when the act making the appropria 
tion becomes effective. Service may be made upon the Tennessee Valley Authority 
by delivering a copy of the summons and of the complaint to any officer or agent 
of the Tennessee Valley at the office of said Authority in the District of Columbia 
of the Tennessee Valley Authority at the office of said Authority in the District of 
Columbia or by sending a copy of the summons and of the complaint by registered 
mail to the Tennessee Valley Authority at Knoxville, Tenn. The provisions of 
sections 1253, 2101, 2282, and 2284 of new title 28, Judiciary and Judicial Pro 
cedure, shall be applicable to such an action. 

‘2. It is the intention of this provision to vest in such Federal taxpayers 
and consumers of electric energy the private substantive right to be protected 
against unlawful expenditures of Federal funds and the unlawful construction 
of steam plants by the TVA, and to permit the action herein authorized for the 
protection of the public and for the protection of such private substantive right.’’ 
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Republicans | Democrats 
(42) (54) 








Analysis of vote: 
Yeas (38) : ws : f 33 
Nays (45). ; 
Not voting (13) 
Positions of Senators not voting 
Paired— “yea” 
Paired—“nay” 
Not paired— Position “‘yea”’ 
Not paired— Position “‘nay”’ 
Not paired—No position 


Baldwin, Malone, Reed. 
? McCarran. 
Morse 
¢ McMahon 
‘Smith of New Jersey 
Chavez, Graham, Thomas of Oklaboma, Thomas of Utah, Wagner 
7 lobe y. 


Senator Kem. Now, Mr. Secretary, without prolonging the discus- 
sion as to the various elements involved in the TVA, I want to go to 
the specification in your letter in which you object to my vote on 
the funds, as you say, “Funds to speed up installation of generators 
at Grand Coulee Dam, August 7, 1948, House Joint Resolution 445.” 

I would like to put in the record at this point, covering Item No. 
23 of the Secretary’s letter, the vote on August 7, 1948, on the subject 
of the supplemental appropriations, House Joint Resolution 445, the 
Housing and Home Finance Agency and Veterans’ Administration. 
The vote on that amendment was yeas 32, nays 49. 

The CHarmmMan. Without objection, that will be so ordered. 

(The record vote is as follows:) 


Exutinsir No. 122 


Subject: Supplemental Appropriations (H. J. Res. 445)—(Housing and Home 
Finance Agency and Veterans’ Administration ). 

Synopsis: Vote on Magnuson amendment which sought to increase the funds for 
the Columbia River Authority (Grand Coulee Dam). (See note re Committee 
action on various projects. ) 

Action: Rejected. 


[Excerpts from the Congressional Record, August 7, 1948, p. 10256] 


Mr. MAGNuSON. Mr. President, I should like to submit an amendment to the 
amendment offered by the Senator from Wyoming, which would include the 
amount cut by the Appropriations Committee for the Columbia Basin project in 
Washington, the sum of $1,473,000. 

The PRESIDENT pro tempore. The question is on the amendment submitted by 
the Senator from Washington to the amendment of the Senator from Wyoming 

Putting the question.] The “noes” appear to have it. 

Mr. MaGnuson. I ask for a division. 

The PRESIDENT pro tempore. The Senator from Washington requests a division. 
Those in favor of the amendment will rise and remain standing until counted 
rhose opposed. The Chair is in doubt. 
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Mr. Wuerry. Mr. President, I ask for the yeas and nays. 

The yeas and nays were ordered, and the Chief Clerk called the roll 

Mr. Wuerry. I announce that the Senator from South Dakota |Mr. Bushfielk 
is necessarily absent 

The Senator from Minnesota [Mr. Ball], who is necessarily absent, is pairs 
with the Senator from California [|Mr. Downey]. If present and voting 
Senator from Minnesota would vote “nay,” and the Senator from Calitor 
would vote “yea.” 

‘lhe Senator from Delaware [Mr. Buck] and the Senator from Vermont [|M 
Flanders] are detained on official business 

Mr. Lucas. I announce that the Senator from New Mexico | Mr. Chavez] a 
the Senator from Georgia |Mr. George] are unavoidably detained. 

The Senator from California [Mr. Downey], the Senator from Mississiyy 
{Mr. Eastland], the Senator from Nevada |Mr. McCarran], the Senator fro 
Texas | Mr. O’Daniel], and the Senator from New York |Mr. Wagner] are nec 
sarily absent. 

The Senator from South Carolina |Mr. Maybank] is absent by leave of 
Senate 

[ announce that on this vote the Senator from California | Mr. Downey], w! 
would vote “yea” if present, is paired with the Senator from Minnesota 
Ball], who would vote “nay” if present 

The result was announced—yeas $2, nays 48, as follows: 


| Vote No. 24517 
YEAS—32 


* Barkley * Kilgore *O’Mahoney 
*Connally Langer *Pepper 
*Ellender *Lucas *Sparkman 
*Feazel *MeClellan *Stennis 
*Fulbright *McFarland *Stewart 
*Green *McGrath *Taylor 
*Hatch *McMahon *Thomas, Oklahoma 
*Hayden *Macnuson *Thomas, Utah 
*Hill *Murray *Tydings 
*Holland *Mvyers *Umstead 

* Johnson, Colorado *( Conor 


NAYS—49 


Aiken Gurney Revercomb 

Baldwin Hawkes *Roberston, Virginia 
Brewster Hickenlooper Robertson, Wyoming 
Bricker *Hoey Saltonstall 

Bridges Ives Smith 

Brooks Jenner Taft 

Butler Kem Thre 
*Byrd Knowland Tobey 

(Cain Lodge Vandenberg 
apebart MeCarthy Watkins 
apper *MecKellar Wherry 
ooper Malone Wiley 

yrdon Martin Williams 
Donnell Millikin Wilson 
Dworshak Moore Young 
Eeton Morse 
Ferguson Reed 


NOT VOTING 15 


Ball *Fastland *Maybank 
Buck Flanders * Daniel 
Bushfield *Ceorge *Russell 
*Chavez * Johnston, South Carolina *Wacner 
*Downey *MecCarran White 


Democrats: Republicans unmarked. 


So Mr. Magnuson’s amendment to Mr. O’Mahoney’s amendment was reje 

i Note 

(Mr. Reep. Supplementing what the Senator from Tennessee has said, I wish 
to say that the full Appropriations Committee this morning, with a very lars 
ittendance, considered, discussed, debated, and voted upon whether or not w 
would undertake to restrict the appropriations to those matters which we! 
the subject of legislation in the present extra session. The Senator from ‘Te! 
nessee has stated correctly the vote, which as I recall was about 16 to 2 
restrict the appropriations to such amounts as are necessary for the legislati« 

msidered in the present session. We are all agreed that if we opened up U 








STORAGE AND PROCESSING ACTIVITIES OF CC¢ 2353 


situation every Senator interested in a project here or there would be entitled 
to present an amendment respecting the matter in which he was interested. We 
felt that if the Missouri Valley were to be provided for, the Senator from Ten 
yessee [Mr. McKellar], and the Tennessee Valley, would be entitled to make 
a request of a similar nature. With the exception of the two Members wh 
voted in the negative, the committee felt that the only reasonable thing to «a: 
wus to restrict the appropriations to those matters connected with legislatior 
considered in the present session. ) 


Analysis of vote 
Yeas (32 
Nays (49 
Not voting (15 
Positions of Senators not votin 
Paired—‘‘yea”’ 
Paired—‘‘nay”’ 
Not paired—no positior 


Senator Kem. This was an amendment by Senator Magnuson of 
Washington to the supplemental appropriations to restore $1,473,000, 
the sum cut out by Congress from the President’s budget, for the Co- 
lumbia River Basin project in the State of Washington. 

The majority position was that inasmuch as careful study had been 
given to the appropriation need of this project, that no new evidence 
had been offered in support of the request, there was, therefore, no 
sound basis for giving special consideration to this project unless 
every similar request for restoration of budget reductions could be 
reviewsd. 

It was, of course, an economy vote. It was an effort by certain 
Senators to hold the line; that is, the economy line that had been es- 
tablished in the appropriations act. 

Now you say it was a significant vote. I find Senator McKellar. 
of Tennessee, one of the leading supporters of the REA as one of 
those who voted against that amendment. And with him were some 
of the leading supporters of REA all through the years, for instance, 
our good friend from Vermont here, Senator Aiken, Senator Tobey. 
Senator Young, and Senator Morse. 

Do you say they were among the “worst enemies” of the REA? 

Secretary Brannan. I do not. 

Senator Kem. Do you still say that was a significant vote in that 
respect ¢ 

Secretary Brannan. The farm people of that area certainly did. 

Senator Kem. You regard it as a group, as you say, in your lette1 
of the “worst enemies” of the REA ®. 

Secretary Brannan. I am not assigning that title or phrase. 

Senator Kem. Just apply it to—— 

Secretary Brannan. | did not even apply it to you. I told you I 

as applying it to the power companies. 

Senator Kem. To the power companies? 

Secretary Brannan. Yes. 

Senator Kem. That is not the context of your letter. 

There has not been a roll-call vote of any sonsequence pertaining to REA 
an agency of the Gove “aa ient for a long time. Its worst enemies are 
enough not to attack it head-on 
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They do not vote on the roll call. I don’t understand what you 
mean by that. Do you mean to say that the Senators who voted op 
posing this motion were instrumentalities of the power companies / 

Secretary Brannan. No; I am not saying that, sir. 

Senator Kem. Well, just what are you saying? 

Secretary Brannan. I am saying with respect to the Grand Coulee 
Dam that the history of last summer, when there was a very genuine 
power shortage in the area 

Senator Kem. I am not talking about that. 

Secretary Brannan. Demonstrates there was need for that. 

Senator Kem. I am asking you what do you mean when you say 
there has not been a roll-call vote of any consequence pertaining to 
REA as an agency of the Government for a long time: 

Its worst enemies are smart enough not to attack it head-on. The significa 
votes come in the form of voting on programs which would provide electricity 
for new or even old REA lines. 

And then you go on and list the significant votes. 

Secretary Brannan. They are the only votes. 

Senator Kem. Who were they? 

Secretary Brannan. Therefore, they are indicative and significant. 

Senator Kem. Now on the Grand Coulee, these Senators, these 4) 
Senators who voted against it, are they among the “worst enemies” 
of the REA? 

Secretary Brannan. No, sir. 

Senator Kem. All right. Do you care about going over that and 
picking out the “worst enemies” ? 

Secretary Brannan. No, sir. 

Senator Kem. Do you consider that any Senator who tries to ba! 
ance the budget and to adopt an economy line and support an economy 
measure is an enemy of the farmers ? 

Secretary Brannan. No, sir. 

Senator Kem. Well, now, you and I can reach an agreement o1 
that. There issomething we have agreed on. 

Well now, let us go to item 26 in your letter. That has a rather 
euphonious description, “move to cripple the Southwestern Powe: 
Administration bill, on August 23, 1949.” 

Let us take a look at that and just see what it was. The roll-ca 
vote was on accepting or rejecting a group of four committee amend 
ments refusing funds and setting up continuing funds for the South 
western Power Administration. The committee amendments wer 
rejected by a vote of 38 to 45. I voted to support the committee. 

Among those who voted as I did were Senators Byrd, Chavez, East 
land, Frear, Hoey, Johnson of Colorado, McClellan, Thomas of Ok! 
homa and Tydings. 

I would like to put in the record at this point the vote of August 
1949, on the Interior Department appropriations bill, 1950, 

The Cuamrman. Without objection it is so ordered. 

(The record vote is as follows:) 


Exuisit No. 123 


Subject: Interior Department appropriation bili, 1950—(H. R. 3838). 

Synopsis: Vote on four committee amendments en bloc relating to power and 
transmission facilities of the Southwestern Power Administration. The con 
mittee amendments recommended a reduction of the House amount from 
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million to $1,616,115 for “construction operation, and maintenance, power trans- 
mission facilities”: a reduction from $525,000 to $330,000 to be available in the 
current fiscal year for the operation and maintenance of power transmission 
facilities, marketing and administrative expenses; a reduction from $5,000,000 
to $2,257,905 for power transmission facilities for which the Secretary was au- 
thorized to incur obligations and enter into contracts for their construction; and 
the striking of certain House language as modified by the previous vote—No. 
163—relating to the “continuing fund, power transmission facilities.” See 
excerpts from the report of the Committee on Appropriations on reverse side as 
well as excerpt on reverse side of Vote No. 163, the latter relating to the stricken 
language. 

Action: Rejected. (House figures and language restored. ) 


[Excerpts from the Congressional Record, August 23, 1949, p. 12257] 


Mr. HayvDen. Mr. President, I desire to submit a unanimous-consent request. 
The pending amendment relates to what is commonly called the Southeastern 
Power Authority. The debate has been about the Southwestern Power Author- 
ity. The Southwestern Power Authority amendments are technically four in 
number. One of them is on page 6, line 13, to strike out “$4,000,000” and insert 
“$1,616,115”; in line 14, to strike out “$525,000” and insert “$330,000”; and in 
line 21, to strike out “$5,000,000” and insert “$2,257,905”; and on page 7, to 
strike out after line 3 to and through line 22. I ask that those four amendments 
be voted upon en bloc. 

The PRESIDENT pro tempore. Is there objection to the request? 

Mr. Wuerry. Am I correct in understanding that all the amendments which 
are to be voted upon en bloc pertain to what is known as the Southwestern 
Power Authority? 

Mr. HaAypen. That is correct. 

Mr. Wuerry. Is it agreeable to vote on all those including the amendments 
on page 6 in lines 13 and 21? 

Mr. $3ayDEN. The amendments are on page 6 in lines 13, 14, and 21. 

Mr. Waerry. The fourth amendment is, on page 7, to strike out after line 2, 
to and through line 22; is that correct? 

Mr. Haypen. The amendment proposes to strike out the text beginning in line 
3; that is correct. 

Mr. Wuerry. Mr. President, I have no objection. 

The Vick PRESIDENT. The question now is on agreeing to the four amendments 
en bloc as modified by the amendment just voted on. 

Mr. Tuomas. of Oklahoma. I ask for the yeas and nays. 

The yeas and nays were ordered. 

The Vice Presipent. The question is on agreeing to the committee amend 
ments. A vote “vea”’ is a vote in favor of the committee amendments as modi- 
fied. It is a vote on all four of them. They are to be voted on en bloc. A vote 
“nay” is against the committee amendments. The Secretary will call the roll. 

The legislative clerk proceeded to call the roll. 

Mr. HoLLaANpD (when his name was called). On this vote I have a pair with 
the senior Senator from Kentucky [Mr. CHAPMAN]. If he were present, he would 
vote “nay.” If I were permitted to vote, I would vote “yea.” 

Mr. Rosertson (when his name was called). On this vote I have a pair with 
the junior Senator from Louisiana [Mr. Lone]. If he were present, he would 
vote “nay.” If I were permitted to vote, I would vote “yea.” 

The roll call was concluded. 

Mr. Myers. I announce that the Senator from Kentucky [Mr. CHAPMAN] is 
absent on public business 

The Senator from West Virginia [Mr. K1Lcore] and the Senator from Maryland 
{[Mr. O’Conor] are necessarily absent. . 

The Senator from Louisiana [Mr. Lone] and the Senator from Nevada [Mr. 
McCarran] are absent by leave of the Senate. 

The Senator from West Virginia [Mr. KireGore] is paired on this vote with the 
Senator from Nevada [Mr. McCarran]. If present and voting, the Senator from 
West Virginia would vote “nay” and the Senator from Nevada would vote “yea.” 

The result was announced—yeas 38, nays 45, as follows: 
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Baldwin 
Bricker 
Bridges 
*Ryrd 
Cain 
Capehart 
*Chavez 
Cordon 
Donnell! 
Dulles 


Fastland 
Eeton 
IE 


*Ellender 


*Anderson 
*Connally 
*Douglas 
*lDowney 
*Fulbright 
*George 
*Gillette 
*Craham 
*Green 
*Havden 

*Ttill 
*Humphrey 
*Hunt 

* Johnson, Texas 
*Johnston, South Carolina 


Aiken 
Brewster 
Butler 

*Chapman 
*Holland 


* 


The Vice Present. On this vote the veas are 38, the nays 45 
mittee amendments Which were voted on en bloc are rejected 


[Vote No. 164] 
YEAS—3s8 


Ferguson 
Flanders 
*Frear 
Gurney 
Hendrickson 
Hickenlooper 
* Hoey 

Ives 

Jenner 

* Johnson, Coloradk 
Kem 
*MecClellan 
Martin 


NAYS— 45 


*Kefauver 
*Kerr 
Knowland 
Langer 
*Lucas 
MecA‘arthy 
*McFarland 
*MeGrath 
*McKellar 
*McMahon 
*Magnuson 
Malone 
*Maybank 
*Miller 
Morse 


NOT VOTING 


*Kilgore 
Lodge 
*Long 
*MeCarran 
*O'Conor 


Democrats: Republicans unmarked 
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Millikin 

Mundt 

Reed 

Saltonstall 
Schoeppel 

Smith, New Jersey 
*Thomas, Oklahoma 
*Tydings 
Vandenberg 
Watkins 

Wherry 

Williams 


*Murray 
*Mvyers 

* Neely 

*() Mahoney 
*Pepper 
*Russell 
Smith, Maine 
*Sparkman 
*Stennis 
*Taylor 
*Thomas, Utah 
Tobey 

Wiley 
*Withers 
Young 


The féur con 
The result of th 


yote is to restore the House language as modified by the amendment of the Ser 


ator from Oklahoma [Mr 


ors not voting 
] No position 


sition “‘vea’’ 


No position 


3’ Brewster 
H 

( 

"a> ( 


Mr. SALTONSTALL. I announce that the Senator 


KERR}. 


Republicans 


Democrat 
4 


from Vermont [Mr. AIKr: 


and the Senator from Nebraska [Mr. Burter] are absent by leave of the Senat: 
and they have a general pair. 

The Senator from Maine |Mr. Brewster] is necessarily absent 

The Senator from Massachusetts [Mr. Lodge] is absent by leave of the Senat: 
If present and voting, the Senator from Massachusetts would vote “yea.” 

The Senator from Ohio [Mr. Taft], who is necessarily absent, is paired wit 


the Senator from Minnesota [Mr. Thye}]. 


who is absent by leave of the Senats 


If present and voting, the Senator from Ohio would vote “yea” and the Senat: 
from Minnesota would vote “nay.” 
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Ss THWESTERN POWER ADMINISTRATION 


sTRI TION, OPERATION AND MAINTENANCE, POWER TRANSMISSION FACILITIES 


For the Southwestern Power Administration, the committee recommends a reduction of 
$2,585,885, or an allowance of $1,616,115 in lieu of the House recommendation f 
$4,000,000, the amount of the 1950 budget estimats 

ith reference to the contract authorization proposed for this organization, the com 
recommends a reduction of $2,742,098, or an allowance of $2,257,905 in 
recommendation of $5,000,000 and the budget estimate of $5,800,000 


BREAKDOWN OF AMOUNTS RECOMMENDED BY COMMITTE! 


funds recommended by the committee are to provide for the following approved 
in the amounts indicated 


Nouthwestern Power Administration projects approved by Senate committes 


Old program, administrat 
I 


Operations and maintena 
General plant and equipn 
Future plan 
Miscellaneous construct 
Van Buren line, 154-kilov 
Van Buren switching st 
Brown- Russett interconne 
Extension to substation at 
Wilson substation, 66-kilovol 
Comanche substation, 66-kilov 
Walters substation, 66-kilovolt 
g Bull Shoals Dam to a point to connect to 154-kilovolt t 
Norfolk line 
Switching station, Southeast Norfork Dam (Bull She 
volt 
Fort Gibson to connect to 144-k volt line at Webbers I 
lenkiller Ferry to 154-kilovolt trunk north of Webbers 
154-kilovolt 
Webbers Falls switching station, 154-kilovolt 


Total 


Subprojeettitie and number refers to list on wp. 35-36, House Appropriations Committee hearings, p 
TRANSMISSION OF ELECTRIC ENERGY 


The private electric utility companies, operating in the area of the Southwestern Power 
Administration, have advised the committee that they will make the entire transmission 
and related facilities of their respective systems available to the Government, without 
charge to the Government's customers, for the carrying of electric power and energy from 
the Government-owned transmission system to preferred customers of the Government as 
defined in section 5 of the Flood Control Act of December 1944 

These companies have also advised the committee that they will supply all the electric 
energy which may be required by the Government, in addition to that produced by the 
Government at its hydroelectric plants, for the service of preferred customers of the Gov 
ernment rhe compensation for such transmission and additional energy to be in con 
formance with the principles found in the contract between the Southwestern Power 
Administration and the Texas Power & Light Co 

rhe committee directs that the Administrator of the Southwestern Power Administra 
tion report to the Senate and House Appropriation Committees by January 1, 1950, on 
progress made on entering into contracts with private power companies in the area where 
the Southwestern Power Administration operates 


Senator Kem. Yeas 38, nays 45. 

Now, Mr. Secretary, the issue here was much more complex and 
involved than was indicated in your letter. And it was not as your 
letter indicates at all. 

Secretary Brannan. As a matter of fact, it created or intended to 
create a constitutional question. 

Senator Kem. All right. I think that is fair. 

The House has approved $4 million to be used for the construction 
of the Southwestern Power Administration transmission lines. 

The Senate Appropriations Committee recommended that this be 
reduced to $2,383,885 or an allowance of $1,616,115. 

The Senate committee also reduced the House recommendation of 
$5 million for contract authorization, allowing $2,257,905. 














2358 STORAGE AND PROCESSING ACTIVITIES OF CCC 


The report of the Senate cg hg a a Committee directed that 
instead of spending the money to build the transmission lines it at 
tempt to negotiate contracts with the electric companies to carry out 
the purposes of section 5. 

The report states: 

The committee directs that the Administrator of the Southwestern Powe: 
Administration report to the Senate and House Appropriations Committees b) 
January 1, 1950, on progress made on entering into contracts with private powe! 
companies in the area where the Southwestern Power Administration operates 

The major question being voted on was whether or not the South 
western Power Administration should have a fund behind it as a club 
for negotiating the contracts with the company. That was the argu 
ment. If these funds were appropriated then the Administrators of 
the Southwestern Power Administration would be in a much better 
trading position with the power companies. And the Senate adopted 
that view. And they said that they would not make the money avail 
able. 

Now Senator Hayden in presenting the thing said this, and I want 
to read a short excerpt from what he said : 

I want to state that I understand Mr. Wright of the Southwestern Power 
Administration is committing himself not to go beyond any question in this 
letter. He has agreed that when preferred customers of the Government located 
within the territory of a private utility apply to him for power he will contact 
the private utility and say, “If you will wheel power to these Government cus 
-tomers on the same basis as that on which power is now wheeled by the Texas 
Power & Light Co., you will get a contract to do that. The Southwestern Power 
Administration will not build any transmission lines in your territory.” If the 
company says “We are ready, able, and willing to build the required transmis 
sion lines or we have already built them,” then it will get the contract. If they 
say “We do not care to serve your customers,” Southwestern Power Adminis 
tration will then be provided with the money with which to build transmission 
lines and to provide and to serve the preferred customers. 

As chuirman of the subcommittee handling the appropriations bill, I am going 
to hold Mr. Wright responsible for carrying out the pledge which he has made 

That appears at page 12031 in the Congressional Record of August 
25, 1945. 

That this was the meaning of the roll-call vote in the Senate was 
shown at the time that the conference report was agreed to (reading) : 

From this moment on, it has become a rather firmly established policy that 
transmission lines be built only when necessary to serve preferred customers 

This is in strict keeping with the provision of section 5 which limits 
the authorization of building transmission lines only where necessary. 

Now, that is also borne out by the colloquy between Mr. Wright and 
Senator Thomas and Secretary Chapman at the hearing before the 
Senate committee on the 1951 Interior Department bill. 

And I ask, Mr. Chairman, to save time, that this colloquy be incor 
porated in the record at this point. 

The CHarrman. Without objection, it will be done. You will fur- 
nish it for the record ? 
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Senator Kem. Yes; I will. 
(The colloquy is as follows:) 


ExHIsBiT 124 


Mr. Wricnut. I testified before the ‘House committee that I would recommend 
to the Secretary that he recommend to the Bureau of the Budget a reduction in 
uur appropriation request for this year of between $5,000,000 and $7,500,000, and 
the House committee came up with $6,000,000. 

Senator Tuomas. Then in my State alone the Secretary can save something 
ke $6,000,000 by signing the contract. Is that correct? That is, save that 
much money or make that much money? 

Secretary CHAPMAN. That depends on how you interpret it. It might cost 
the taxpayers that much money and the consumers pay for it, if I signed that 
contract. That is our difference in the discussion on that point. 

Senator Tuomas. Well, if you could save the $6,000,000 as indicated, imme- 
liately, what about next year and the next year and all the years to come? 

Mr. Wrient. We have estimated that it would result in a saving of approxi- 
nately $6,390,000 on our over-all system a year. 

Senator THOMAS. For how many years? 

Mr. Wrient. And then it would cost us by virtue of this premium about 
$1,000,000 a year—these are our own estimates—and we would save approxi- 
mately $5,000,000 a year through the operation of a company contract over an 
operation without a company contract. 

Secretary CHAPMAN. Let me comment on that, Senator. That is the capital 
investment that would be eliminated if the Government did not build the lines 
and other facilities you need; is that right? 

Mr. Wricurt. No, sir; that would be direct savings, continuously through op- 
eration and interest expense. 


Senator Kem. Now, then, Mr. Secretary, so that we can just know 
what the issue is, I would like to take up the roll-call vote that you 
described in your letter as a move to cripple the Southwestern Power 
Administration bill. This is item 26, 

The vote was on August 23, 1949. 

Since the real issue before the Senate could in no way have crip- 
pled the Southwestern Power Administration, it is obvious that you 
either did not understand what was involved or that you were trying 
to misrepresent it. I will assume that you did not understand, and 
that is the reason I have gone into it in such details. 

As far as the Senate was concerned, it had already decided the way 
to market power was by negotiating satisfactory wheeling-type con- 
tracts with the private companies. The Senate Appropriations Com- 
mittee directed this effort to be made with the understanding that 
the lines would be built if such contracts could not be negotiated. 

So, in the Senate’s thought, Southwestern Power Administration 
should be given funds to use as a club behind the door to force the 
ompanies to negotiate satisfactory contracts. 

Others, of which I was one, thought that was not necessary; that 
they did not have to have this club behind the door. And it devel- 
oped in other cases that it was not necessary. 

When you wrote your letter, were you aware what was involved in 
this vote? 

Secretary Brannan. I think so, Senator; and let me point out now: 
At the chairman’s request, I am trying to keep my answers short. So, 
let me make it in this fashion. 
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I think Congressman Clarence Cannon understood it very well, too 
[ think his attitude on this matter was just the opposite of yours. 


Senator Kem. What did he have to do with the discussion in the 


Senate ¢ 

Secretary Brannan. Well, the House is part of the Congress yet 

Senator Kem. We were discussing this vote before the Senate. 

Secretary BRANNAN. Well, it was there. It came there on confet 
ence report, and it came there in connection with the companien bill i 
the House. You cannot divorce any bill. 

~enator IK M. When you wrote this letter, were you aware of the 
position taken by Douglas Wright, Southwestern Power Adminis 
trator, on this bill? 

Se retary BRANNAN. I was generally aware of the record, l try t¢ 
read the record on all of these things. 

Senator Kem. Were you aware of the position taken by Senator 
Hayden ¢ 

Secretary BRanNan. Yes, sir. 

Senator Kem. Had you read the Senate discussion at the time th 
bill was accepted ¢ 

secretary BRANNAN, [ did at the time. And I have refreshed mi\ 
memory on it since the other day. 

Senator Kem. All right; are you aware that the Southwestern 
Power Administration the following year was able to turn back $6 
million to the Federal Treasury because the Southwestern Power 
Administration and the companies had reached a satisfactory agree 
ment ¢ 

Secretary BRANNAN. I remember something of that kind. 

Senator Kem. In view of that, will you tell us how in your opinion 
the action of the Senate on this bill could have been crippling to the 
Southwestern Power Administration ? 

Secretary Brannan. Well, the importance of a clear authority in 
the Southwestern Power Administration which was then being ques- 
tioned and has since been questioned by a formal suit to proceed with 
the building 

Senator Kem. Oh, Mr. Secretary. 

Secretary BRANNAN (continuing). Of the transmission lines. 

Senator Kem. You do not understand what was involved here. 

Secretary [LRANNAN. Yes: I do. 

Senator Kem. That was an appropiration bill. This was not a 
question of authority. This was not legislation. I did not think you 
understood when you wrote your letter. This was an appropriation 
bill. 

Secretary Brannan. Well, there was accompanying language in it. 
Senator Kem. There was not any legislation, merely whether they 
needed the funds, whether they needed this additional mone y which 
they said was a club behind the door to be used in their negotiations. 
That is all it was about. That was all. They had more money than 

they needed. , 

Secretary BRANNAN. Is there any objection to putting it— 

Senator Kem. They had been able to turn back $6 million. They 
had more than they needed. 

The CHamman. That is because in the meantime they entered into 
this contract. 
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Senator Kem. Yes. They got the contract. They got the contract. 

Secretary BRANNAN. And I am certain and I am sure you are, too, 
that all of the proceedings before the Congress had a great deal to do 
about it—a great deal of bearing on it. 

Senator Kem. Bearing on what? 

Secretary BRANNAN. On whether or not the power companies came 
around to a reasonable basis in their negotiations with the South- 
western Power Administration. 

Senator Kem. I am sure of that—no question about that—but what 
I am asking you is how this particular appropriation could be de- 
scribed fairly as crippling to the Southwestern Power Administra- 
tion. 

Secretary BRANNAN. Well, the Southwestern Power Administra- 
tion needed the funds. 

Senator Kem. No. 

Secretary Brannan. To demonstrate its ability to go forward with 
the transaction. 

Senator Kem. They did not need the funds. It turned out they 
got a perfectly good contract. 

Secretary Brannan. Well, they needed the funds or the assurance 
of the funds. 

Senator Kem. Well, I don’t want to labor the point more. Are 
you aware that the able chairman of the committee voted 

Secretary Brannan. I was studying your vote, Senator Kem, be- 
cause you asked me to study your vote. 

Senator Kem. You wouldn’t consider him one of the worst enemies, 
or you didn’t think he was trying to cripple the SWPA; did you? 

Secretary Brannan. No. 

Senator Kem. But you thought I was. 

Secretary Brannan. I think that the Southwestern Power Admin- 
istration needed the ability to deal with the power companies, with 
the private power companies, on an equal basis, and this was the 
means of providing it. 

Senator Kem. Do you think those Senators who voted as I did and 
did not think they needed this stick behind the door were trying to 
cripple the SWPA ? 

Secretary Brannan. Well, I am talking about your vote chiefly, 
Senator ; but I think it would have been crippling 

Senator Kem. You can’t talk about my vote without talking about 
the votes of the other Senators who voted as I did; can you? 

Secretary Brannan. Let me say I think it put the Southwestern 
Power Administration in a more difficult position to bargain for the 
farmers when they didn’t get the money. 

Senator Kem. There are some pretty good Senators there who held 
the same views as I did besides the able chairman of the committee. 
[ see our good friend from Iowa, Senator Hickenlooper; I see Sena- 
tor Byrd, Senator Chavez, Senator Eastland, Senator Frear, Sena- 
tor Hoey, Senator Johnson of Colorado, Senator McClellan, Senator 
Thomas of Oklahoma—who was the chairman of our committee— 
Senator Tydings. Well, so much for that. Now let’s go to—— 

Secretary Brannan. And the record should show of course that 
the House by a considerable majority favored giving the Southwestern 
Power Administration this authority, this putting them in the posi- 
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tion of a good bargaining position, if I recollect correctly, and I think 
you can check it there w ith your records. 

Senator Kem. I don’t know exactly what that has to do with this 
discussion, but I will be glad to have the record show it. 

Secretary Brannan. Because the House is still part of the Congress 

Senator Kem. We are not coerced in the Senate by their views ex 
actly, and the House is sometimes led into error as well as the Senate. 

Senator Kem. Well, now let’s take up the next one of what you 
say is a significant vote. No. 27 of your letter, page 6 [reading] : 
Funds for the Kerr-Anaconda transmission facilities. 

This was a roll-call vote on a request by the Bonneville Power Ad- 
ministration for funds to build a 230,000-kilovolt line from Kerr to 
Anaconda. Thirty-eight hundred thousand was requested in the 
budget for beginning construction of facility. 

The roll-call vote arose on a motion by Senator Magnuson to re- 
store the item after the Senate Appropriations Committee had elim 
inated it. I voted to eliminate the item and to uphold the committee. 

I would like to introduce in the record at this point the item re- 
ferred to, No. 27 of the Secretary’s letter—the vote on August 24, 
1949, on the subject. The Interior Department Appropriation bill, 
H. R. 3838. The vote was yeas, 45; nays, 35. 

(The record vote is as follows:) 


Exursit No. 125 


Subject : Interior Department Appropriation Bill, 1950 (H. R. 3838). 

Synopsis: Vote on Magnuson et al. amendment for the construction of the Kerr 
Anaconda transmission facilities. The amendment was under the caption 
“Bonneville Power Administration—Construction, Operation, and Mainte 
nance, Bonneville Power-Transmission System.” The estimated cost of the 
new line was $204,000, and this sum was agreed to later by voice vote. 

Action: Agreed to. 


[Excerpts from the Congressional Record, August 24, 1949, p. 12353] 


Mr. MaGnuson. Mr. President, I wish to offer an amendment, proposed by 
myself, the Senator from Montana [Mr. Murray], the Senator from Oklahoma 
{Mr. Kerr], the Senator from Tennessee | Mr. Kefauver], the senior Senator from 
Alabama [Mr. Hill], the junior Senator from Alabama [Mr. Sparkman], the 
Senator from Wyoming [Mr. Hunt], the Senator from Idaho [Mr. Taylor], the 
Senator from Texas [Mr. Johnson], the Senator from Minnesota [Mr. Hum 
phrey], and the Senator from Oregon [Mr. Morse]. I ask the clerk to read the 
proposed amendment. 

The Prestprne Orricer. The clerk will read the amendment for the informa- 
tion of the Senate. 

The LeersLaTive CLERK. On page §, line 1, after the numerals “$30,284,500” it 
is proposed to insert “including funds for construction of the Kerr-Anaconda 
transmission facilities.” 

The Vice Prestmpent. The question is on agreeing to the amendment offered 
by the Senator from Washington [Mr. Magnuson], which will be stated. 

The Leeis_ative CLERK. On page 8, line 21, after the numerals “$30,284,500,” 
it is proposed to insert “including funds for construction of the Kerr-Anaconda 
transmission facilities.” 

Mr. Wherry. I ask for the yeas and nays. 

The yeas and nays were ordered, and the legislative clerk proceeded to call 


the roll. 
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Mr. Frear (when his name was called). On this vote I have a pair with 
the junior Senator from South Carolina [Mr. Johnston]. If the Senator from 
South Carolina were present and voting, he would vote “yea.” If I were per- 
mitted to vote, I would vote “nay.” I therefore withhold my vote. 

Mr. Myers. I announce that the Senator from Mississippi [Mr. Eastland] 
and the Senator from South Carolina [Mr. Johnston] are abent on public 
business. 

The Senator from Nevada [Mr. McCarran] is absent by leave of the Senate, 
and if present and voting, would vote “nay.” 

The Senator from Idaho [Mr. Miller] is necessarily absent. 

The Senator from Maryland [Mr. Tydings] is detained on official business 
in connection with the consideration by a subcommittee of the Committees on 
Armed Services and Foreign Relations, meeting jointly, considering the military 
assistance program. 

Mr. SALTONSTALL. I announce that the Senator from Vermont [Mr. Aiken] 
and the Senator from Nebraska [Mr. Butler] are absent by leave of the Senate, 
and they have a general pair. 

The Senator from Maine |Mr. Brewster] is necessarily absent. 

The Senator from Massachusetts [Mr. Lodge] and the Senator from Minnesota 
{Mr. Thye] are absent by leave of the Senate. If present and voting, the Sen- 
ator from Minnesota [Mr. Thye] would vote “nay.” 

The Senator from Connecticut [Mr. Baldwin], the junior Senator from New 
York [Mr. Dulles], the senior Senator from New York [Mr. Ives], the Senator 
from Michigan [Mr. Vandenberg], and the Senator from Wisconsin [Mr. Wiley] 
are detained on official business. If present and voting, the junior and senior 
Senators from New York and the Senator from Michigan would vote “nay.” 


The result was announced—yeas 45, nays 35, as follows: 


*Anderson 
*Chapman 
*Chavez 
*Connally 
*Douglas 
*Downey 
Flanders 
*Fulbright 
*George 
*Gillette 
*Graham 
*Green 
*Hayden 
*Hill 
*Hoey 


Bricker 
Bridges 

* Byrd 
Cain 
Capehart 
Cordon 
Donnell 
Ecton 

*Ellender 
Ferguson 
Gurney 
Hendrickson 


Aiken 
Baldwin 
Brewster 
Butler 
Dulles 
*Kastland 


[Vote No. 165] 
YEAS—45 


*Humphrey 
*Hunt 
*Johnson, Texas 
*Kefauver 


Knowland 

Langer 
*Leahy 
*Long 
*Lucas 
*McKellar 
*McMahon 
*Magcnuson 
*Maybank 


NAYS—35 


Hickenlooper 
*Holland 
Jenner 
* Johnson, Colorado 
Kem 
McCarthy 
*McClellan 
*McFarland 
Malone 
Martin 
Millikin 
Mundt 


NOT VOTING—16 


*Frear 
Ives 

*Johnston, South Carolina 
Lodge 

*McCarran 

*Miller 


*Democrats; Republicans unmarked. 


Morse 
*Murray 
*Myers 
*Neely 
*O’Conor 
*O'’Mahoney 
*Pepper 

Smith, Maine 
*Sparkman 
*Stennis 
*Taylor 
*Thomas, Utah 

Tobey 
*Withets 

Young 


Reed 
*Robertson 
*Kusesell 
Staltenstall 
Schoeppel 
Smith, New Jersey 
Taft 
*Thomas, Oklahoma 
Watkins 
Wherry 
Williams 


Thye 

EP hay a 
Vandenberg 
Wiley 
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So the amendment offered by Mr. Magnuson on behalf of himself and other 
Senators was agreed to. 





Republicans 
(43) 





Analysis of vote: 
Yeas (45) 
Nays (35).____. 
Not voting (16)_..._- ; 
Positions of Senators not voting: 
Paired: 
General, no position 
+s SRE 
“Nay’”’.. 
Not paired: 
Position “‘nay’”’._. 
No position......_. 











! Aiken, Butler. 

* Ives, Thye, Vandenberg. 

+ Baldwin, Brewster, Dulles, Lodge, Wiley. 
‘ Johnston of South Carolina. 

5 Frear. 

* McCarran 

’ Eastland, Miller, Tydings. 


Senator Kem. I voted “no” to sustain the committee, and those vot- 
ing with me included such Senators as Byrd, Ellender, the chairman 
of our committee; Holland, Johnson of Colorado, McClellan, MeFar- 
land, Robertson, Russell, and Thomas of Oklahoma, who was then 
chairman of the committee. 

Apparently we were rather unfortunate in our chairman if we had 
these worst enemies here that voted “yea.” 

Secretary Brannan. That is your statement Senator; not mine. 

Senator Kem. Yes; I know. You just confine your observations to 
me, but you don’t include Senators who vote exactly as I do on these 
various significant votes that you point out. 

Secretary BRANNAN. Let me just say this, to be brief. The farmers 
of the Montana area, expressing themselves through all of their organ- 
izations, if I remember correctly, but certainly the key farm organiza- 
tions, favored this legislation. 

Senator Kem. Will you supply for the record just what necessities 
the farmers of Montana had in this matter? I am going to go into that 
because it is very interesting. 

Secretary Brannan. I think it is in the record, and I would just get 
it and reintroduce it in these proceedings if that is what you would like 
to have, Senator. 

Senator Kem. All right, if you will do that. 

Senator Arken. Mr. Chairman, I have to leave. May I clear up just 
one matter before I go, and that is No. 25 here. 

The Secretary alleges that Senator Kem voted against funds to 
speed up installation of generators at Grand Coulee Dam. * The Sen 
ator placed the vote into the record, which shows, I think, Senator 
Thye, myself, and others voting against this move. 

That, Mr. Chairman, was an effort on the part of Senator Magnuson 
to tack an appropiration for Grand Coulee onto the Home Finance 
and Veterans’ Administration bill, and it was certainly out of place. 
As I recall, it came up in proper form later and went through all right. 

I am not sure just when that happened, but anyone who voted against 
appropriations for generators at Grand Coulee on a Home Finance 
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bill certainly was within his rights, because that is not the place for it. 

Senator Kem. It couldn’t be considered on that account one of the 
worst enemies of our 

Senator Arken. Certainly not. 

Senator Kem. It could hardly be considered a significant vote on 
that issue. 

Senator ArkeNn. I think when it finally went through, there was no 
record vote. 

Secretary BranNan. That’s right. Do you remember how you voted 
when it did go through ? 

Senator Kem. If there is no record vote, I suppose I voted for it. It 
probably went through with a voice vote. Those voice votes do. Cer- 
tainly I made no effort to stop it. I know that. 

Senator Arken. We were simply curbing Senator Magnuson’s im- 
patience. 

Senator Kem. It appears here in your list, Mr. Secretary, “A sig- 
nificant vote.” You say these are significant votes which come in the 
form of voting on programs which would provide electricty for new 
or even old REA lines. Well, let’s talk about this Kerr-Anaconda 
transmission line. This was a 230-kilovolt line to serve industrial 
areas. It has no intermediate step-down substations for serving rural 
cooperatives. Did you know that when you wrote your letter? 

Secretary Brannan. That doesn’t mean that they could not or would 
not have been supplied. The REA people thought so. 

Senator Kem. That line is under construction, won’t be completed 
until this fall, and do you know who it will serve? It will serve the 
Victor Chemical Works and will provide an interconnection with 
the Montana Power Co. 

Montana Power Co. at the present time is wheeling power to all 
REA co-ops in western Montana at one of the lowest rates in the 
country, all the power the REA co-ops need is being made available. 

Secretary Brannan. Well, that is the power company’s opinion, but 
not the REA’s opinion. 

Senator Kem. Have you got any information there that they are not 
getting the power that they need? 

Secretary Brannan. Their statements on it, of course. 

Senator Kem. Mere associations are negative. Give us the quota- 
tion and citation. Let’s show the letter. 

Secretary Brannan. I will supply it for the record. 

Senator Kem. I would like for you to supply it here while you are 
being cross-examined. You knew this was coming up when you came 
over here. If you are going to make a statement like that, you ought 
to bring the evidence to support. 

Secretary Brannan. Let me first say, Senator, that as I explained 
a moment ago on the Johnsonville situation, that every time a priority 
user gets on the line in an area of just balance or less than balance 
between supply and demand of power, it is the farm people who are 
cut down first, and therefore, it is no answer to the farmers of that 
area to say that the new line served some emergency or semiemergency 
industries, because as a matter of fact those industries would have 
been served anyhow and they would have been served at the expense 
of the farmer and he wouldn’t have objected to it, as a matter of fact. 
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Senator Kem. You are hollering before you are hurt, Mr. Secre- 
tary. 

Secretary Brannan. Well, all right, but if you have got milk in 
a cooler, you can’t wait until the milk starts to turn sour before you 
run down and ask for an REA line. 

Senator Kem. I have looked into this thing and I find the REA 
co-ops in Montana are getting all the power they want, all they ask 
for. They are getting it at one of the lowest rates in the country. 

Now how the failure of this line would have hurty;if it had not been 
built, is more than I can see. The information I have been able to 
get about it is that many people in Montana think that the only thing 
that would have been hurt was the desire of the Interior Department 
to expand their facilities needlessly and without any real necessity. 

Secretary Brannan. I don’t believe that of the Interior Depart- 
ment, but they can speak for themselves. All I am telling you is the 
reaction of the farmers of that area, and let’s remember this, Senator, 
that all of the REA co-ops in the country, practically all of them, are 
increasing their load demand. 

Certainly most of them are getting sufficient power to satisfy their 
needs as measured by what demand they have put upon the line, but 
if the supply was there, they would use a great deal more of the power 
than they are using now. That is the explanation of your—— 

Senator Kem. Has the line been completed ? 

Secretary Brannan. I think you said it wouldn’t be completed until 
next year. 

Senator Kem. It is not yet in operation ? 

Secretary Brannan. That’s right. That doesn’t mean that farm- 
ers don’t need the power even though they are now getting all they 
need. They still need it. A man who is only getting 1,800 calories a 
day and still lives can very well need twenty-six or thirty-six hundred 
calories and live a lot better and be a more useful citizen. 

Senator Kem. Well, that is a very interesting observation, but. its 
relevancy to the matter under discussion is perhaps a little hard to 
tell. 

Secretary Brannan. The relevancy is simply this: That when there 
is an adequate supply of power in the area, the farmers will buy the 
additional equipment they need, thereby making it possible for them 
to cut down on their labor demands in a very stringent labor-supply 
situation in the country at the present time. 

Senator Tuyr. Mr. Chairman, I believe the Secretary has drawn 
a little on his imagination. You go out to the farmer and take a 
good look at his operations. That farmer is not sitting there wait- 
ing to buy the cooler or buy the washing machine or buy the motor 
for his grain elevator and things like that, just because the current 
isn’t there. 

The REA Association and all the other managers of the electrical 
current supply anticipate and try to figure what the load is going to 
be. So far as the farmer is concerned, he will buy just as he is able 
to buy and he is not waiting to buy because the current isn’t available. 

Secretary Brannan. Well, Senator, if that is correct, then any 
vote for REA was a wrong vote. 
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Senator Ture. I am an operator and I have lived in a rural com- 
munity practically all of my life. Your statement was a little bit 
visionary from the standpoint of an operator. That’s all I can say. 

Secretary Brannan. All right, Senator, why did you ever vote for 
REA, if the private power companies would have supplied them ¢ 

Senator Toye. We won't get into that argument. I was a member 
of my county REA association that was first formed when the REA 
law was passed, I know just how we proceed to develop the REA 
association in that State and in that community, and I know how it 
has proceeded to expand itself. We are using 5, 6, 10, 20 times as 
much electricity as any one of us had ever anticipated we would use 
at the time we energized our farm units. 

Secretary Brannan. That’s right. 

Senator Tryr. And that is true in any community. 

Secretary Brannan. And that will take place in North Dakota. 

Senator Tuyr. But, Mr. Secretary, when you made the statement 
that you made in this letter relative to a vote of a Member of Con- 
gress on some of these projects that have been more or less discussed 
here, and when you spoke about the producer waiting to buy this 
equipment when he knows that there will be additional electricity 
available to him, I thought that was a little visionary. I have seen 
too many of the farmers not to know when they buy and how they 
buy and why they buy. 

Secretary Brannan. If I am visionary, so is the majority of both 
the House and the Senate, because they built the line. They built the 
line and they built the line to supply priority users of the line who 
would be taking power away that farmers could use and wanted 
to use. 

Senator Kem. No, that’s not true, Mr. Sécretary. 

Senator Tuyer. Not necessarily. I followed you here, Mr. Secre- 
tary. You have been answering a few questions here—— 

Secretary Brannan. All right, you explain them away now. Why 
did the Congress pass that bill? 

Senator Ture. Why did they? 

Secretary Brannan. Yes. 

Senator Turn. Because of the need for the current to the companies 
and to the entire area, which the Senator explained before. 

Secretary Brannan. All right. Now they needed additional cur- 
rent and additional service in the area, but do you mean to say that 
farmers were not going to use any additional amount ? 

Senator Kem. They are getting all they need. Every REA there is 
being supplied all the current it wants at one of the lowest rates in the 
country. 

Secretary Brannan. Well, then if they testified to that, then any- 
body who voted for the bill was certainly not moving on a sound 
basis but they did not testify to that and I am sure the record will 
not show it. 

Senator Kem. Maybe that is why we find such sound Senators as 
Senator Ellender. Senator Holland, Senator Johnson of Colorado, 
Byrd, McClellan and McFarland, Robertson, Russell all voted against 
this bill. That doesn’t sound like a list of enemies of the REA to me. 
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Seretary Brannan. I am not saying they are. That is your state- 
ment, Senator. 

Senator Kem. Well, now here is your letter, Mr. Secretary, page 6. 

The Cuarrman. Oh, we have gone into that so much, Senator Kem. 
My goodness, it’s all over the record. 

Senator Kem. Let’s take up Buggs Island to Langley Field. That 
is No. 28. I offer in evidence record on that vote of January 2, 1951. 

(The record vote is as follows :) 


Exurisit No. 126 


The Vice Presipent. A quorum is present. The question is on agreeing to the 
motion of the Senator from Arizona that the Senate recede from its amendment 
No. 8. Those who favor the motion to recede will vote “yea” and those who 
are opposed to the motion will vote “nay,” when their names are called. 

Mr. Wuerry. Mr. President, a parliamentary inquiry. 

The Vice Presipent. The Senator will state it. 

Mr. Wuerry. Am I correct in saying that a vote “nay” means a vote to main- 
tain the Senate’s position? 

The Vice Present. A vote “nay” means not to recede from the Senate's 
position. 

Mr. McKettar. Mr. President, a parliamentary inquiry. 

The Vice Presmwent. The Senator will state it. 

Mr. McKe.iar. A vote “yea” is a vote that will mean passage of the bill, is it 
not? 

The Vice Prestpent. The Chair thinks Senators are intelligent enough to know 
what they are voting on. 

Mr. SALTONSTALL. Mr. President, a parliamentary inquiry. 

The Vice Prestpent. The Senator will state it. 

Mr. SALTONSTALL. Will the Chair inform the Senate whether the House of 
Representatives is still in session? 

The Vice Prestpent. In the view of the Chair, that is not a parliamentary in 
quiry. Furthermore, the Chair does not know. 

The yeas and nays having been ordered, the clerk will call the roll. 

The legislative clerk called the roll. 

Mr. Lucas. I announce that the Senator from Colorado [Mr. Johnson] is un- 
avoidably detained on official business. 

The Senator from South Carolina [Mr. Maybank], the Senator from Penn 
sylvania [Mr. Myers], the Senator from Oklahoma [Mr. Thomas], the Senator 
from Utah [Mr. Thomas], and the Senator from Maryland [Mr. Tydings] are 
necessarily absent. 

Mr. SALTONSTALL. I announce that the Senator from Washington [Mr. Cain] 
and the Senator from Michigan [Mr. Vandenberg] are absent by leave of the 
Senate. 

The Senator from Indiana [Mr. Capehart], the Senator from California [Mr 
Nixon], the Senator from Massachusetts [Mr. Lodge], and the Senator from Wis 
consin [Mr. McCarthy] are necessarily absent. 

The result was announced—yeas 43, nays 41, as follows: 


YEAS—43 


Aiken Hayden Magnuson 
Anderson Hill Morse 
Benton Humphrey Murray 
Chapman Hunt Neely 
Chavez Johnson, Texas O'Mahoney 
Clements Johnston, South Carolina Pastore 
Connally Kefauver Pepper 
Cordon Kerr Russell 
Donnell Langer Sparkman 
Douglas Lehman Taylor 
Frear Long Tobey 
Fulbright Lucas Wiley 
George McFarland Young 
Gillette McKellar 

Green MeMahor 
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NAYS—41 


Brewster Hickenlooper O’Conor 

Bricker Hoey Robertson 

Bridges Holland Saltonstall 

Butler Ives Schoeppel 

Byrd Jenner Smith, Maine 
Carlson Kem Smith, New Jersey 
Dworshak Kilgore Smith, North Carolina 
Eastland Knowland Stennis 

Ecton McCarran Taft 

Ellender McClellan Thye 

Ferguson Malone Watkins 

Flanders Martin Wherry 

Gurney Millikin Williams 
Hendrickson Mundt 


NOT VOTING—12 
Cain McCarthy Thomas, Oklahoma 
Capehart Maybank Thomas, Utah 


Johnson, Colorado Myers Tydings 
Lodge Nixon Vandenberg 


So Mr. Hayden’s motion to recede from amendment No. 8 was agreed to. 


Senator Kem. The question was on agreeing to the motion of the 
Senator from Arizona that the Senate recede from its amendment No. 
8, and the vote was yeas 43, nays 41. Would you tell me whether in 
your opinion this vote indicates whether one is or is not a friend of the 
REA movement? 

Secretary Brannan. Well, the construction of this line was to the 
direct benefit of farmers in the southern Virginia and Carolina areas. 
They indicated their need of it—the REA’s indicated their need of it. 
As I recall it, it is all in the record very clearly, and I think even the 
farm organizations expressed themselves on it. 

Senator Kem. What was the purpose of the line? 

Secretary Brannan. To serve a priority user so that the available 
supply would not be taken away from the farmers in order to serve 
the priority user. 

Senator Kem. What was the line to be built to serve ? 

Secretary Brannan. It is an airfield or some kind of a military 
installation. 

Senator Kem. Was it Langley Field air tunnel ? 

Secretary Brannan. Yes. 

Senator Kem. Now can you tell us what the connection is between 
the Langley Field air tunnel and the REA cooperative movement ! 

Secretary Brannan. I can only repeat again that a priority user 
coming in and demanding a substantial share of an already short sup- 
ply has the effect of shortening the supply to the secondary users and 
farmers are secondary users in the priority sense. 

Senator Kem. Was any argument made when the bill was up about 
any farmer cooperatives not being able to get the power they needed ? 

Secretary Brannan. But they would have as soon as Langley Field 
took all the power that it needed. 

Senator Kem. Well, now, it turned out, didn’t it, that it was not 
necessary to build the line to serve Langley Field? 

Secretary Brannan. Well, that is a question. 

Senator Kem. Well, now, that was demonstrated. Didn’t Congress 
later rescind the money to build this line ? 

Secretary Brannan. Because the power companies agreed to do it 
at a fair rate, if I remember correctly. 
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The Cuamman. And I think the record shows also, Senator Ken 
that when an effort by Congress was made to provide the money, it 
was then that the power company came in and built the line. 

Senator Kem. And built the line to Langley Field. 

The Cuarrman. That’s right. 

Senator Kem. It issolely a question of serving Langley Field. 

The Cuamman. That’s right. 

Senator Kem. Now can you tell me what cooperatives were denied 
power because this line was not built ? 

Secretary Brannan. Well, now, the line was built, a line was built 
to serve the same purpose. 

Senator Kem. The Government did not build any line. 

Secretary Brannan. Well, a line was built to serve the purpose. 

Senator Kem. The private companies are trying to build a line al] 
along. 

Secretary Brannan. They don’t build them until they are put up 
against the gun. 

Senator Kem. Oh, no, my goodness, Mr. Secretary 

Secretary Brannan. If they had served the American farmer, you 
would not have had an REA today. 

Senator Kem. Mr. Secretary, the country’s s whole network of power 
lines serving industry, power companies serving industry when they 
can—— 

Secretary Brannan. We are talking about farmers now. REA is 
for farmers. 

Senator Kem. Yes, that is the point. You are trying to confuse 
the REA movement with the question of whether a line to Langley 
Field should be built by a private company or should be built by the 
Government. 

Secretary Brannan. No, sir. I am trying to say that a line had to 
be built to Langley Field because it was a priority claimant, and 
farmers would have suffered when and as it exercised its claim, and I 
think the building of the line demonstrates that fact. 

Senator Kem. No, the Government line was not built. 


Secretary BRANNAN. Now you are begging the question. 
Senator Kem. we: : am not. 
Secretary Brann That line to serve Langley Field was built, 


which released the existing facilities for the farmers who were then 
using it, but who would have lost it if the line had not been built. 

Senator Kem. The question was whether the line from Buggs Is- 
land to Langley Field should be built by the Government or by pri- 

rate enterprise, and it was decided to build it, the Congress decided the 
Government should build it, and then that was later rescinded and it 

yas built by private enterprise. 

Secretary Brannan. Are you saying private enterprise would have 
built it at a fair rate and under fair terms and circumstances if the 
Congress hadn’t passed the act ? 

Senator Kem. They were asking to build it and they got together 
and everybody thinks the rate is fair. 

Secretary BRANNAN. Well, I don’t think any person is so naive as 
to think that the existence of that fund created by the Congress did 
not bring the power companies into a reasonable attitude about tli 
building of a line which they should have built anyhow. 
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Senator Kem. I don’t deny that—— 

Senator Ture. Mr. Chairman, there was a military question in- 
volved and it could not be wholly one of a Senator’s vote being for or 
against the farmer. ‘This Buggs Island line to Langley Field, as I 
recall the debate on the Senate floor and in committee, was strictly 
one of a military nature, and it did not associate itself with an agri- 
cultural question. 

Secretary BRANNAN. The farmers did, Senator. 

Senator Ture. Listen, you can draw that question out as long as 

you like, because there is no limit to the elasticity of that question if 
you want to say the farmer is involved. 
* Why the very shoes on your feet would be involved with the farmer 
if you wanted to draw on your imagination to that extent, but this 
particular transmission line was a military question of whether we 
would have electricity down there for the wind tunnel. That was the 
question. Whether the power company in the area would build it or 
whether the Government would build it, related also to the question of 
whether the line would be constructed at a reasonable cost or an ex- 
cessive cost. Finally the appropiration was made. Ata later time the 
transmission line was built by the existing power companies in the area, 
and the funds were rescinded. 

Secretarv BRANNAN. Yes, sir . 

Senator Ture. Now you can draw on your imagination and say that 
the farmers are involved in that, but it doesn’t heighten my considera- 
tion for your judgment on that question. 

The CHarrmMan. It is just a question of opinion, gentlemen. 

Senator Tuyr. Why certainly. You can draw on that opinion until 
it is so elastic that it draws you clear into the atmosphere. 

The CuHatrman. As I recall the situation at Langley Field, the 
money was provided but the Government thought that the rates 
charged by the Virginia Electric Power Co. were too high. 

Senator Ture. That's right. 

The CHarmrman. But by appropriating it, it caused the Virginia 
Electric Power Co. to lower its rate and thereby enter into a contract. 
Senator Tuye. Surely, and the Federal funds were canceled out. 

The Cuarrman. That’s right. 

Senator Kem. As you say, Mr. Chairman, that is just a question of 
opinion. 

The Cuarrman. That’s right. 

Senator Kem. But to say that anybody that had one opinion or the 
other was an enemy of the farmer or the REA co-op movement is 
perfectly ridiculous. 

The Cuatrman. Well, now, the cooperatives, as I recall—this was 
a matter of an appropriation for the Interior Department, an appro- 
_—— bill, and I am a member of that subcommittee. As I recall, 
Suggs Island was built primarily to serve certain interests in that 
locality. 

Senator Kem. Langley Field. 

The Cuarrman. No, no; not Buggs Island. The cooperatives were 
apprehensive that if Buggs Island was built to supply Langley Field 
that they would be deprived of some of that electricity. Now, that 
was their view. Now, whether we are right or wrong, I don’t know. 

Senator Kem. So they were against this Government line. 
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The Cuarman. Oh, yes. 

Senator Kem. Well, the Secretary is arguing just the other way. 

Secretary Brannan. Senator Ellender, if I remember correctly, the 
farmers wanted the line built one way or another so that the available 
supply would not be taken away from them, and they saw in this bil! 
the means of getting it built. 

The Cuamman. What I had in mind in particular, not about the 
line but the apprehension on the part of the cooperatives in that 
locality was that they would be denied the power from Buggs Island, 
and that they were making every effort to retain it for themselves. 

Senator Kem. They didn’t want it used by a Government line run- 
ning to Langley Field. 

The Cuarrman. They were apprehensive that if that occurred, why, 
they might lose it. Now, whether they would or not, I don’t recal! 
at all what happened. 

Senator Kem. Well, now the line was not built, Mr. Secretary. 

Secretary Brannan. The line was built, Senator. 

Senator Kem. No; not from Buggs Island. 

Secretary Brannan. It was built by the private power companies 
which this bill was designed to force or to do by Government funds 
at fair prices. 

Senator Kem. Can you give us the name of a single REA coopera 
tive that has been denied power ? 

Secretary Brannan. You mean in this area? 

Senator Kem. Yes. 

Secretary Brannan. Well, no. The line was built. Langley Field 
was served without disturbing the existing facilities. 

Senator Kem. Senator Ellender has just told us that the co-ops 
were opposing the building of the line. 

The CHatrMan. No, they were opposing the distribution of the 
Buggs Island electricity other than to themselves. 

Senator Kem. They did not want to use it at Langley Field. 

The CHarrman. They were apprehensive, as I remember, that if 
it was used for any other purpose, they would be denied that prefer- 
ential right which they then had. 

Senator Kem. Well, let’s take up No. 29 of the Secretary’s list. 
That is described in the Secretary’s letter as a “move to restrict SPA 
and SEPA continuing funds used to serve rural electric co-ops.” 

That is the issue as the Secretary states it. As you must be aware, 
Mr. Secretary, if your have looked into this matter, this was a vote 
involving the construction of the rules of the Senate. It was a vote 
on the germaneness under the Senate rules of a committee amendment 
to change a permanent appropriation to an annual appropriation. 

Can you tell me how a technical amendment on the meaning of the 
Senate rules can be interpreted as a move to restrict the REA? 

Secretary Brannan. Well, there could be very, very many effects 
from the conversion of a permanent authority and a permanent ap- 
propriation to a temporary one. That happens all across the 
Government. 

I think on the whole the chief effect is this: That as soon as an ap- 
propriation for an enterprise, the construction of which must extend 
year after year after year over a period of years, is put on an annual 
basis, then the contractors are put on notice that their entry into a 
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contract to perform over a period of time may or may not be met with 
the necessary funds. I think that is one of the first and foremost 
effects of moving to an annual basis from a continuing go. A pono 

Now that in theory could be rectified by making the initial annual 
appropriation so large and they got all their contracts obligated be- 
fore June 30 of the following year, but that is a practical impossibility 
in many cases, and therefore this amounted to a very serious handicap, 
and it would amount to a very serious handicap in some of our opera- 
tions if we were required to have gone on an annual basis. 

Senator Kem. Mr. Chairman, I would like to insert in the record 
at this point with regard to the Secretary’s item No. 29 the vote on 
July 10, 1951, on the subject of the Interior Department appropriation 
bill, 1952, H. R. 3790. The vote was on the question, Is the pending 
amendment germane ? 

Senator Hayden made a point of order that it was legislation, but 
Senator McCarran raised a question of the germaneness which was 
submitted to the Senate for dactaien. The committee amendment in 
question related to the establishment of a $300,000 continuing fund 
for the Southwestern Power Administration. The action taken was 
the amendment was held to be germane. I voted in favor of the 
amendment. 

Secretary Brannan. In favor of it being germane? 

Senator Kem. Yes. The action taken was 42 to 30. I ask that the 
vote be set out in the record. 

The Cuarrman. Without objection it is so ordered. 

(The vote above referred to is as follows:) ~ 


CS lend 


Exuisit No. 127 


Subject: Interior Department Appropriation Bill, 1952—(H. R. 3790). 

Synopsis: Vote on the question “Is the pending amendment germane?” Hayden 
made a point of order that it was legislation, but McCarran raised a question 
of germaneness which was submitted to the Senate for decision. The com- 
mittee amendment in question related to the establishment of a $300,000 con- 
tinuing fund for the Southwestern Power Administration. See vote follow- 
ing for analysis of the amendment. 

Action: Amendment held to be germane. 


{Excerpts from the Congressional Record, July 10, 1951, p. 8045] 


The Presipinc Orricer. The committee amendment previously passed over 
will be stated. 

The next amendment passed over was, under the subhead “Continuing fund, 
Southeastern Power Administration,” on page 3, line 24, after the word “area”, 
to insert a colon and the following proviso: “Provided, That the following para- 
graph under the heading ‘Office of the Secretary, continuing fund, power trans- 
mission facilities,’ in the Interior Department Appropriation Act, 1950—Pub- 
lic Law 350, Eighty-first Congress—is hereby amended to read as follows: 


“CONTINUING FUND 


“Continuing fund, power transmission facilities: All receipts from the trans- 
mission and sale of electric power and energy under the provisions of section 
5 of the Flood Control Act of December 22, 1944 (16 U. S. C. 825s), generated 
or purchased in the southwestern power area, shall be covered into the Treasury 
of the United States as miscellaneous receipts, except that the Treasury shall 
set up and maintain from such receipts a continuing fund of $300,000, including 
the sum of $100,000 in the continuing fund established under the Administrator 
of the Southwestern Power Administration in the First Supplemental National 
Defense Appropriation Act, 1944 (57 Stat. 621), which shall be transferred to 
the fund hereby established; and said fund of $300,000 shall be placed to the 














9374 STORAGE AND PROCESSING ACTIVITIES OF COC 


credit of the Secretary and shall be subject to check by him to defray emergency 
expenses necessary to insure continuity of electric service and continuous opera- 
tion of the facilities.” 

Mr. Haypen. Mr. President, I make a point of order that the proviso of the 
committee amendment, beginning with the word “Provided” in line 24 on page 
3, down to and including the word “facilities”, in line 22 on page 4 is legislation 
on an appropriation bill, and, therefore is not in order. 

Under the heading “Continuing fund” the words beginning in line 6, at page 
4, down to and including the word “facilities”, in line 22 on page 4, are a repeti- 
tion of the language of the existing law. However, there are omitted from the 
existing law—and that is how it becomes legislation—the words: “And to cover 
all costs in connection with the purchase of electric power and energy and rental 
for the use of facilities for the transmission and distribution of electric power 
and energy to public bodies, cooperatives, and privately owned companies.” 

I therefore make the point of order that the amendment proposes legislation 
on an appropriation bill and is not in order under the rule. 

Mr. McCarran. Mr. President, conceding that it is legislation, the amend- 
ment is germane, and I therefore make the point of order that it is germane. 

Mr. Kerr. I ask for a yea-and-nay vote. 

The yeas and nays were ordered. 

The Vice Presipent. During the absence of the present Presiding Officer a point 
of order was raised against the pending amendment on the ground that it was 
general legislation on an appropriation bill. The temporary occupant of the chair 
sustained the point of order, which decision he later rescinded, because, under the 
rules, although an amendment which is legislation on an appropriation bill may 
therefore be out of order, if it is germane to some legislative provision in the 
bill itself, the question of its germaneness must be passed on by the Senate, 
without debate. That is now the question before the Senate. Is the pending 
amendment germane? 

On this question the yeas and nays have been ordered, and the Secretary 
will call the roll. Senators who think the amendment is germane will vote 
“vea” ; those who think it is not germane will note “nay.” 

The Chief Clerk proceeded to call the roll. 

Mr. Butter of Nebraska (when his name was called). On this vote I have 
a pair with the senior Senator from Massachusetts [Mr. Saltonstall]. If he 
were present he would vote “yea”; if I were permitted to vote, I would vote 
“nay.” 

Mr. Stennis (when his name was called). On this vote I have a pair with 
the Senator from Virginia [Mr. Byrd]. If he were present he would vote “yea” ; 
if I were permitted to vote, I would vote “nay.” I therefore withhold my vote. 

The roll call was concluded. 

Mr. Jonunson of Texas. I announce that the Senator from New Mexico [Mr. 
Anderson], the Senator from Virginia [Mr. Byrd], the Senator from Tennessee 
{Mr. Kefauver], and the Senator from South Carolina [Mr. Maybank] are 
absent on official business. 

The Senator from Georgia [Mr. George] is necessarily absent. 

The Senator from Iowa [Mr. Gillette], the Senator from Rhode Island [Mr. 
Green], the Senator from Connecticut [Mr. McMahon], and the Senator from 
Alabama [Mr. Sparkman] are absent by leave of the Senate on official business 
of the Committee on Foreign Relations. 

The Senator from Montana [Mr. Murray] is absent by leave of the Senate on 
official business, having been appointed a representative of our Government to 
attend the International Labor Conference being held in Geneva, Switzerland. 

The Senator from Florida [Mr. Smathers] is absent because of illness. 

I announce that on this vote the Senator from Connecticut [Mr. McMahon] 
has a general pair with the Senator from Maine [Mr. Brewster]. . 

I announce further that on this vote the Senator from New Mexico [Mr. 
Anderson] is paired with the Senator from Pennsylvania [Mr. Duff]. If pres- 
ent and voting, the Senator from New Mexico would vote “nay,” and the Sen- 
ator from Pennsylvania would vote “yea.” 

I announce also that if present and voting, the Senator from Tennessee [Mr. 
Kefauver], the Senator from Montana [Mr. Murray], and the Senator from 
Alabama [Mr. Sparkman] would vote “nay.” 





eared eet eet eet eet eee ee et be et 


°A 
B 
B 
*R 
dD 
*G 
*G 








STORAGE AND PROCESSING ACTIVITIES OF CCC 9375 





Mr. WuHerry. I announce that the Senator from Utah [Mr. Bennett] is absent 
on official business. 

The Senator from Maine [Mr. Brewster] who is absent by leave of the Senate 
on official business of the Committee on Foreign Relations has a general pair on 
this vote with the Senator from Connecticut [Mr. McMahon]. 

The Senator from Iowa [Mr. Hickenlodper], the Senator from New Jersey 
(Mr. Smith], and the Senator from Wisconsin [Mr. Wiley] are absent by leave 
of the Senate on official business of the Committee on Foreign Relations. 

The Senator from Indiana [Mr. Jenner] and the Senator from Massachusetts 
{Mr. Saltonstall] are necessarily absent. 

The Senator from Massachusetts [Mr. 8S 
the Senator from Nebraska [Mr. Butler 
previously. 

The Senator from Pennsylvania [Mr. Martin] is absent because of illness. 

The Senator from New Hampshire [Mr. Tobey] is absent on official business 
of the Committee on Crime Investigation. 

On this vote the Senator from New Jersey [Mr. SMITH] is paired with 
the Senator from New Hampshire [Mr. Tobey]. If present and voting, the 
Senator from New Jersey would vote “yea” and the Senator from New Hamp- 
shire would vote “nay.” 

The Senator from Pennsylvania [Mr. Duff] who is detained on official business 
is paired with the Senator from New Mexico [Mr. Anderson]. If present and 
voting, the Senator from Pennsylvania would vote “yea” and the Senator from 
New Mexico would vote “nay.” 

The result was announced—yeas 42, nays 30, as follows: 


altonstall] is paired on this vote with 
|} and that pair has been announced 


[Vote No. 91] 
YEAS—42 


Bricker Flanders *McKeller 
Bridges Hendrickson Millikin 
Butler, Maryland *Hoey Mundt 
Cain *Holland Nixon 
Capehart Ives *O'Conor 
Carlson Kem *Robertson 
Case *Kilgore Schoeppel 
Cordon Knowland Smith, Maine 
Dirksen Lodge *Smith, North Carolina 
Dworshak *Long Taft 
*Eastland Malone Watkins 
Ecton *McCarran Welker 
*Ellender McCarthy Wherry 
Ferguson *McClellan Williams 
NAYS—30 
Aiken * Hill *McFarland 
*Benton *Humphrey *Monroney 
*Chavez *Hunt *Moody 
*Clements * Johnson, Colo. Morse 
*Connally * Johnson, Texas *Neely 
*Douglas *Johnston, South Carolina *O'’Mahoney 
*Frear *Kerr *Pastore 
*Fulbright Langer *Russell 
*Hayden *Lehman *Underwood 
*Hennings *Magnuson Young 


NOT VOTING—24 


*Anderson *Cireen Saltonstall 
Bennett Hliekenlooper *Smathers 
Brewster Jenner Smith, New Jersey 
Butler, Nebraska *Kefauver *Sparkman 

*Byrd Martin *Stennis 
Duff *Maybank Thye 

*George *McMahon Tobey 

*Gillette *Murray Wiley 


*Democrats ; Republicans unmarked. 
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So the Senate decided that the amndment was germane. 





| 
| 


Republicans 
(46) | 





Analysis of vote: 

Yeas (42) 
Nays (30) 
Not voting (24 __. 

Positions of Senators not voting: 
Paired—‘“‘yea”’ pudibouin 
Paired—‘‘nay’ 

Paired- Gone 
Not paired— Position “‘nay”’ 
Not paired—No position 





! Duff, Saltonstall, Smith (New Jersey). 

2 Byrd. 

* Butler (Nebraska), Tobey. 

¢ Anderson, Stennis. 

§ Brewster. 

* McMahon. 

? Kefauver, Murray, Sparkman. 

* Bennett, Hickenlooper, Jenner, Martin, Thye, Wiley. 
® George, Gillette, Green, Maybank, Smathers. 


The CHarrman. We have that same matter, by the way, before 
our committee, the Appropriations Committee, now. If you recall, 
the revolving fund we stated was being used in order to expand the 
proposals unduly, but there was an understanding that those facili- 
ties that were contracted for, that the Congress would provide the 
funds so that they could pay for the extra electricity. Well, now, the 
Congress will have a chance to vote on that probably next week. The 
House has denied the funds, and we in the committee are trying to 
reinstate it. 

Senator Kem. The Senators will have the advantage of the Secre 
tary’s views on the subject. 

The Cuarrman. That’s right. 

Senator Kem. I would like to ask you, Mr. Secretary, if the follow- 
ing Senators by reason of that vote are on your REA blacklist : East- 
land, Ellender, Hoey, Holland, Kilgore, Long, McCarran, McClellan, 
McKellar, O’Conor, Robertson, and Smith of North Carolina. 

These are Senators that voted it was germane to consider the com- 
mittee amendment. Do you think they had in mind that they were 
acting against what the farmer needed ? 

Secretary Brannan. It lead toa situation which was, in my opinion, 
detrimental to the construction, orderly construction, of the South 
east or Southwest Power Authority program which is detianed to 
serve farmers among other people in do's area, and to the extent that 
it impeded the building or the providing of power to farmers, then 
it was, in my opinion, contrary to the best interests of the farmers. 

Senator Kem. Will you give us your objection to the Congress of 
the United States reviewing issues like this each year rather.than not 
at all? 

Secretary Brannan. I have no objection to their reviewing them as 
often as they see fit, and I am sure that means are provided for review 
ing them even though the appropriation is a continuing appropriation. 

very appropriation of the Department of Agriculture which is in 
anywise continuing is reviewed by the Appropriations Committees of 
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both Houses very, very carefully each year, and the fact that they are 
continuing or noncontinuing has nothing to do with the review ques- 
tion. 

Senator Kem. That was the question before the Senate on this 
vote that you set out here. 

Secretary Brannan. Well, that is your opinion of what it was. 

Senator Kem. Well, you call it a move to restrict SPA and SEPA 
funds in serving rural electric co-ops. That is the way you set it out 
in your letter which has been given wide publicity all over the coun- 
try. 

Secretary Brannan. Now, Senator, what was the objection to hav- 
ing continuing authority? They had been operating under it for a 
long time and the review authorities were there and their actions 
were being reviewed. There was always the power to rescind. I 
don’t see what 

Senator Kem. Do you think that that was the question before the 
Senate, that it was a fair description to set out in your letter that 
it was a move to restrict SPA and SEPA funds in serving rural 
electric co-ops ¢ 

Secretary Brannan. That is not an opinion, that is a fact. The 
bringing it down to an annual appropriation does interfere and does 
hamper the contracting authority when the projects are of the magni- 
tude that require more than a year or 2 years to finish construction. 

Senator Kem. If, as those who felt that way evidently felt, it 
would put the movement on a sound, more scientific basis, isn’t that in 
favor of the supplying of power rather than against it? 

Secretary Brannan. That is a matter of opinion. I think it has a 
tendency to hamper. 

Senator Kem. And you think that when I voted as I did, I was 
voting against the farmers’ need ? 

Secretary Brannan. I included it on that premise. 

Senator Kem. And you would include the other Senators who voted 
as I did? 

Secretary BRANNAN. I think the farmers of that area think as I did. 

Senator Kem. And you would include also the Senators who voted 
as I did? 

Secretary Brannan. I differ with the Senators who voted as you did, 
and I think we have all agreed that we have got a right to differ. 

Senator Kem. I am interested in your suggestion that the farmers 
of that area thought that this was not in accord. The vote was rather 
one-sided. 

It was 42 to 30, 42 yeas and 30 nays, and I see some pretty good mid- 
western Senators from the Midwest and agricultural States voting as 
I did: Senators Carlson, Case, Cordon, Dirksen, Dworshak, Eastland, 
Ecton, Ellender, Hoey, Holland, Knowland, Long, McCarran, Me- 
Carthy, McClellan, McKellar, Millikin, Mundt, Nixon, Robertson, 
Schoeppel, Smith of North Carolina, Wherry, Watkins, Welker, and 
Williams. 

The Cuarrman. Again we had the hearings on that before Interior 
and the cooperatives were violently opposed to the action that we took. 
Again that is a question of opinion. 

I voted that way, not against the cooperatives, but I thought it was 
wrong for this revolving fund to be used to expand without authority 


20554—52—pt. 2——_78 








2378 STORAGE AND PROCESSING ACTIVITIES OF COC 


from Congress, and that is what was happening, but the REA’s, the 
cooperatives, didn’t think that way. 

Senator Kem. I know, but 42 Senators thought that way. 

The Cuamman. I understand that. 

Senator Kem. The majority apparently came from the farm States. 

The CHArmmaNn. Again that is a question of opinion. If you took 
the opinion of the cooperatives, why we were all wrong. 

Senator Kem. That’s right. 

The Cuarrman. That is those who voted as you and I did. 

Senator Ture. Mr. Chairman, the cooperatives may have had a com- 
munication comparable to this suggesting that they opposed this legis- 
lation, and if a Federal agency were to send out a communication to 
the REA’s and urge the REA’s to either oppose this legislation or to 
support it, it might have quite an influence upon the action of that 
REA. 

The Crairman. They had a mighty smart lawyer there in the person 
of Mr. Ellis who oe the case. 

Senator Ture. Yes; but the fact of the matter is from a sound 
legislative st: indpoint it is always advisable to extend the funds. 

‘The Cuamman. That matter is going to be up again before the 
Senate probably next week, and in Interior, as the Senator knows, there 
is an appropriation there of over $1,000,000 in order to pay for power 
that was previously paid through its revolving fund. Now whether 
the Congress is going to appropriate or not-—— 

Senator Tuye. You know, Mr. Chairman, it was not long ago that 
I received some letters addressed to me, and some were addressed to 
Senator Johnson, too, at the Senate Office Building, Washington, D. C. 
Well, whoever, told those persons just laid down the form letter 
“Senator John Doe” and these persons just — it clear through, 
“Senator John Doe” and sent them to my office, 458 Senate Office Build- 
ing. I received several like that. 

Now it is an obvious thing that somebody sent out a pattern for 
others to copy, and we do know that occasionally that has taken place. 
Where people have been urged to write their Congressman. 

Secretary Brannan. May I just reply to Senator Thye. 

Senator Thye has been worrying about my imagination here this 
morning. I just say, Senator, if you imagined as you attempted to 
imply here that the Department of Agriculture stimulated the REA 
cooperatives in any way, shape, or form to come in and take a posi- 
tion on this, you are wrong in the first place, and I think your refer- 
ences to imagination are entirely out of place throughout this dis- 
cussion. 

We have not sent them out and any implication that we sent out the 
John Doe letters is entirely incorrect and unfounded. I just want to 
get that clear in the record before the boys quit writing over here at 
the side desk. 

Senator Ture. Mr. Chairman,I did not say “you.” I just said I 
had received communications addressed to John Doe and my Senate 
office number. 

Secretary Brannan. You did say it was possible that Government 
agencies might have stimulated people to send a letter. 

Senator Ture. Yes, sir, and I have known of Government agencies 
to do it, sir, and don’t ever try to tell me that they haven’t because 
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I have been present in meetings when Government agencies had their 
representatives standing there telling what they should do and what 
they shouldn’t do. Don’t tell me that Government agencies haven’t 
been out there. 

Secretary Brannan. I am telling you the Department of Agricul- 
ture did not influence any farmer in the country to write his Con- 
gressman about whatever one we are talking about here, the South- 
west Power or the Southeast Power or any of the rest of these things. 

Senator Ture. I have not accused you of having been instrumental 
in this, but don’t try to tell me, Mr. Secretary, that Government agen- 
cies don’t have their representatives or don’t try to influence how the 
correspondence shall come in. 

Secretary Brannan. But your implication that we were doing it in 
this case is unfounded. 

Senator Ture. And I did not say you were. 

Secretary Brannan. No, but you implied it. 

The CHarrman. Let’s proceed in order. Senator Kem, will you 
proceed? We have three more minutes to the hour. 

Senator Kem. Now I would like to take up No. 30 in your list, 
Mr. Secretary. You are kind enough to denominate that vote, “Move 
to restrict SPA and SEPA continuing funds used to serve rural 
electric coops.” 

I would like to ask you: You must be of the opinion that some way 
or other this issue involved a determined move to cripple the REA, 
or you wouldn’t have said that I know. 

Secretary Brannan. The REA, the groups of REA cooperatives 
are one of the very large users of the power supplied by the South- 
west Power and Southeast Power. 

Senator Kem. You would not have made that statement unless you 
had read the debate in this case, would you, on this point? 

Secretary Brannan. I made it on the basis of my understanding 
of the record, sir. 

Senator Kem. Had you read the debate? 

Secretary Brannan. At the time I think I did, and I think I have 
refreshed my memory about it, but I couldn’t recite it to you. 

Senator Kem. Will you tell us whether in that debate there was 
any question of supplying REA cooperatives, or for that matter 
whether it had anything to do with the question of Federal or public 
power ? 

Secretary Brannan. Certainly. The whole series of votes had 
considerable to do with the authority of the Southwest Power or the 
Southeast Power or both of them—I don’t remember which was up 
that particular day—to supply not only the farmers but the urban 
communities, the small urban communities that wanted to participate 
in the development. 

Senator Kem. I was present during that debate and I recall noth- 
ing that these things were involved. 

Now are you aware that as soon as the Senate decided to shift this 
appropriation involved here from a permanent to an annual appro- 
priation, an amendment was immediately adopted by Senator Kerr 
and Senator Wherry which gave the SPA on an annual basis all the 
money that was necessary to carry out the purpose for that fiscal year, 
and that this was passed without any opposition whatever ? 
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Secretary Brannan. For that fiscal year, sure, and I say again 
that the effect would be to limit the contracting power and in a rising 
cost market to result in an increased ultimate cost. 

Senator Kem. I would like to put in the record at this point, Mr. 
Chairman, the vote on July 10, 1951 on the subject, The Interior De- 
partment Appropriation Bill, 1952. It shows the vote was yeas 39, 
nays 29. 

The Cuarrman. Without objection, it is so ordered. 

(The votes above referred to are as follows :) 


Exuisit No. 128 


Subject: Interior Department Appropriation Bill, 1952—(H. R. 3790). 

Synopsis: Vote on the committee amendment which established a continuing 
fund of $300,000 for the Southwestern Power Administration. See previous 
vote which decided that the amendment was germane. The amendment was 
recommended because the continuing fund of the SPA, since its use was ex- 
panded in the Interior Appropriation Act of 1950, had been used as a device 
through which SPA acquired facilities and expanded in a manner that was 
never contemplated by the Congress. It entered into lease and purchase agree- 
ments with REA super-co-ops, the latter constructing transmission lines and 
building steam generating plants. By so doing SPA would acquire complete 
ownership of facilities without ever having to come to the Congress. It was 
stated that the Congress had clearly laid down the principle that it must appro- 
priate all funds for the construction or purchase of transmission facilities. 


Action: Agreed to. 
{Excerpts from the Congressional Record, July 10, 1951, p. 8048] 


The Prestpine Orricer. The committee amendment previously passed over 
will be stated. 

The next amendment passed over was, under the subhead “Continuing fund, 
Southeastern Power Administration,” on page 3, line 24, after the word “area”, 
to insert a colon and the following proviso: “Provided, That the following para- 
graph under the heading ‘Office of the Secretary, continuing fund, power trans 
mission facilities,’ in the Interior Department Appropriation Act, 1950—Public 
Law 350, Eighty-first Congress—is hereby amended to read as follows: 


“CONTINUING FUND 


“Continuing fund, power transmission facilities: All receipts from the trans 
mission and sale of electric power and energy under the provisions of section 5 
of the Flood Control Act of December 22, 1944 (16 U. 8S. C. 825s), generated or 
purchased in the southwestern power area, shall be covered into the Treasury 
of the United States as miscellaneous receipts, except that the Treasury shal! 
set up and maintain from such receipts a continuing fund of $300,000, including 
the sum of $100,000 in the continuing fund established under the Administrator 
of the Southwestern Power Administration in the First Supplemental National 
Defense Appropriation Act, 1944 (57 Stat. 621), which shall be transferred to the 
fund hereby established; and said fund of $300,000 shall be placed to the credit 
of the Secretary and shall be subject to check by him to defray emergency 
expenses necessary to insure continuity of electric service and continuous opera- 
tion of the facilities.” 

The Vice Presipent. The question is on agreeing to the committee amendment 
beginning in line 24 at page 3 of the bill. 

Several Senators requested the yeas and nays, and they were ordered. 

The legislative clerk proceeded to call the roll. 

Mr. Butter of Nebraska (when his name was called). On this vote I have a 
paid with the senior Senator from Massachusetts [Mr. Saltonstall]. If he were 
present and voting he would vote “yea.” If I were permitted to vote I would vote 
“nay.” I withhold my vote. 

Mr. Stennis (when his name was called). On this vote I have a pair with the 
senior Senator from Virginia [Mr. Byrd]. If he were present and voting, he 
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would vote “yea.” If I were permitted to vote I would vote “nay.” I therefore 
withhold my vote. 

The roll call was concluded. 

Mr. JoHNnson of Texas. I announce that the Senator from New Mexico [Mr. 
Anderson], the Senator from Connecticut [Mr. Benton], the Senators from Vir- 
ginia [Mr. Byrd and Mr. Robertson], the Senator from Delaware [Mr. Frear], 
the Senators from South Carolina [Mr. Johnston and Mr. Maybank], the Senator 
from Tennessee {[Mr. Kefauver], and the Senator from Maryland [Mr. O’Conor] 
are absent on official business. 

The Senator from Georgia [Mr. George] is necessarily absent. 

The Senator from Iowa [Mr. Gillette], the Senator from Rhode Island [Mr. 
Green], the Senator from Connecticut [Mr. McMahon], and the Senator from 
Alabama [Mr. Sparkman] are absent by leave of the Senate on official business 
of the Committee on Foreign Relations. 

The Senator from Montana [Mr. Murray] is absent by leave of the Senate on 
official business, having been appointed a representative of our Government to 
attend the International Labor Conference being held in Geneva, Switzerland. 

The Senator from Florida |Mr. Smathers] is absent because of illness. 

I announce further that on this vote the Senator from Connecticut [Mr. Mc- 
Mahon] has a general pair with the Senator from Maine [Mr. Brewster]. 

I announce further that on this vote the Senator from New Mexico [Mr. An- 
derson] is paired with the Senator from Virginia [Mr. Robertson]. If present 
and voting, the Senator from New Mexico would vote “nay,” and the Senator 
from Virginia would vote “yea.” 

I announce also that if present and voting, the Senator from Connecticut [Mr. 
Benton], the Senator from Tennessee [Mr. Kefauver], the Senator from South 
Carolina [Mr. Johnston], the Senator from Montana [Mr. Murray], and the 
Senator from Alabama [Mr. Sparkman] would vote “nay.” 

Mr. Wuerry. I announce that the Senator from Utah [Mr. Bennett] is absent 
on official business. 

The Senator from Maine [Mr. Brewster], who is absent by leave of the Senate 
on official business of the Committee on Foreign Relations, has a general pair 
on this vote with the Senator from Connecticut [Mr. McMahon]. 

The Senator from Iowa [Mr. Hickenlooper], the Senator from New Jersey [Mr. 
Smith], and the Senator from Wisconsin [Mr. Wiley] are absent by leave of the 
Senate on official business of the Committee on Foreign Relations. 

The Senator from Indiana [Mr. Jenner] and the Senator from Massachusetts 
{Mr. Saltonstall] are necessarily absent. The Senator from Massachusetts [Mr. 
Saltonstall] is paired on this vote with the Senator from Nebraska [Mr. Butler] 
and that pair has been announced previously. 

The Senator from Pennsylvania [Mr. Martin] is absent because of illness. 

The Senator from Minnesota [Mr. Thye] is absent on official business. 

The Senator from New Hampshire [Mr. Tobey] is absent on official business 
of the Committee on Crime Investigation. 

On this vote the Senator from New Jersey [Mr. Smith] is paired with the Sena- 
tor from New Hampshire [Mr. Tobey]. If present and voting, the Senator from 
New Jersey would vote “yea” and the Senator from New Hampshire would vote 
“nay.” ‘ 

The result was announced—yeas 39, nays 29, as follows: 


[Vote No. 92] 
YEAS—39 





Bricker Ferguson McCarthy 
Bridges Flanders *McClellan 
Butler, Maryland Hendrickson *McKellar 
Cain *Hoey Millikin 
Capehart *Holland Nixon 
Carlson Ives 


Cordon 
Dirksen 
Duff 
Dworshak 
*Eastland 
Ecton 
*Ellender 


Kem 
*Kilgore 
Knowland 
Lodge 
*Long 
Malone 
*McCarran 


Scheoppel 
Smith, Maine 
*Smith, North Carolina 
Taft 
Watkins 
Welker 
Wherry 
Williams 











2382 STORAGE AND PROCESSING ACTIVITIES OF COC 


NAYS—29 


Aiken *Humphrey *Moody 
Chase *Hunt Morse 
*Chavez * Johnson, Colorado Mundt 
*Clements * Johnson, Texas *Neely 
*Connally *Kerr *O’ Mahoney 
*Douglas Langer *Pastore 
*Fulbright *Lehman *Russell 
*Hayden *Macnuson *Underwood 
*Hennings *McFarland Young 

* Hill *Monroney 


NOT VOTING—28 





*Anderson Hickenlooper Saltonstall 
Bennett Jenner *Smathers 
*Kenton * Johnston, South Carolina Smith, New Jersey 
Brewster *Kefauver *Sparkman 
Butler, Nebraska Martin *Stennis 
*Ryrd *Maybank Thye 
*Irear *Me Mahon Toby 
*George *Murray Wiley 
*Gillette *O'Conor 
*Green *Robertson 
*Democrats; Republicans not marked 
So the amendment was agreed to. 
Republicans Democrats 
(46) (50) 
Analysis of vote 
WD Gcbocusceeceuth cbvettinstecseeauee cuvicdithniendibabeal 29 | 10 
N sys (29 EE, Se a ee: ee eS awe 6 | 23 
GE See aS eae | ll | 17 
Positions of Senators not voting | | 
Paired—*“‘yea”’ iibtlstitchihGhnndediaiebbiadtitadpnmblestinidbeMdisidilaiauatl iieniiiaanteagil | 12 $2 
OT ea ee es Cae ere 22 $2 
nnn ne Ee PETG 41 | 
Not paired— Position “nay’”’................... AB Re PRG SS EE Mite | 0 85 
RE ST a es Se 46 7 


! Saltonstall, Smith of New Jersey. 

2 Butler of Nebraska, Tobey. 

3 Brewster. 

4 Bennett, Hickenlooper, Jenner, Martin, Thye, Wiley. 
§ Byrd, Robertson. 

* Anderson, Stennis. 


7 McMahon 
§ Benton, Johnston of South Carolina, Kefauver, Murray, Sparkman. 


* Frear, George, Gillette, Green, Maybank, O’Cenor, Smathers. 
Senator Kem. Are you aware that Senators like. Senator Ellender 
and Senator McKellar, to mention but two, voted to shift this from 
a permanent appropriation to a direct annual appropriation ¢ 


Secretary Brannan. I beg your pardon, may I hear it? 
Senator Kem. Are you aware that Senators like Senator Ellender 


and Senator McKellar, to mention but two, voted to shift this from a 
permanent appropriation to a direct annual appropriation ¢ 
Secretary Brannan. Yes; and, Senator, I said the co-ops came 
before his committee and said they thought that was not in their 
best interests, and that is a matter of opinion, and again that is what 


this letter is, my opinion. 
Senator Kem. But you would not nominate the Senators who took 


the other views as enemies of the co-ops, would you ? 
Secretary Brannan. I have the same answer to that question as I 
have given a hundred times. 


Senator Kem. Would you consider they were voting against what 


the farmers needed ? 
Secretary Brannan. The farmers thought so. 
Senator Kem. Do you think so? 
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Secretary Brannan. In my opinion if I had been there I would 
have voted the other way probably. 

Senator Kem. You are not sure? 

Secretary Brannan. I think I would. 

Senator Kem. Are you aware that permanent sppropri tions have 
always been considered a poor appropriation procedure by students of 
government ? i 

Secretary Brannan. Some students of government. As a matter of 
fact there are some students of government who oppose appropria- 
tions, period. 

Senator Kem. Isn’t the general view of authorities on governmen- 

tal practice that annual appropriations are better than permanent ap- 
propriations ? 

Secretary Brannan. There are some who feel that way. 

Senator Kem. Isn’t that the majority view ? 

Secretary Brannan. I have never polled the people. 

Senator Kem. Have you ever al any of the authorities on that 
subject ¢ 

Secretary Brannan. Yes; I have read a lot about it in the Hoover 
committee reports. 

Senator Kem. All right. Now let’s take up the last one, No. 31 

in your letter, voted July 12, 1951. I would like to insert in the 
record at this point the vote on that subject. This is the Interior De- 
vartment appropriation bill of 1952, H. H. 3970. The vote on the 
ined amendment to the committee amendment as amended on 
the following section of the bill, Bureau of Reclamation, Construction 
and Rehabilitation. Amendment sought to initiate the construction of 
Bureau of Reclamation transmission lines in Minnesota and north- 
western Iowa. Part of the funds sought to be allocated in the bill 
would be allocated for the purpose. Action: Rejected. The vote was 
yeas, 15; nays, 55. 

I find myself again in pretty good company, Mr. Secretary. I find 
Senators from farm States like Butler of Nebraska, Byrd, C arlson, 
Case, Chavez, Cordon, Dirksen, Dworshak, Eastland, Ellender, Frear, 
Fulbright, George, Hayden, Hendrickson, Hennings, Hoey, Holland, 
Johnston of South Carolina, Knowland, McClellan, McKell: ar, Milli- 
kin, Nixon, O’Conor, O'Mahoney, Robertson, Thye, Underwood, 
and others; 55 in all. 

The Cuamrman. Without objection. 

Senator Kem. As against 15 voting for the amendment. 

The CHarmrman. Without objection. 

(The vote above referred to is as follows :) 


ExHisit No. 129 


Subject: Interior Department appropriation bill, 1952—(H. R. 3790). 

Synopsis: Vote on the Humphrey amendment to the committee amendment, as 
amended, to the following section of the bill: Bureau of Reclamation—Con- 
struction and Rehabilitation. The amendment sought to initiate the construc- 
tion of Bureau of Reclamation transmission lines in western Minnesota, and 
northwestern Iowa. A part of the funds provided in the bill would be allo- 
cated for this purpose. Note: Immediate cost $7 million; ultimate, $29 mil- 
lion. 

Action: Rejected. 
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[Excerpts from the Congressional Record, July 12, 1951, p. 8244] 


Mr. Humpurey. Mr. President, to the committee amendment, as amended, | 
submit an amendment which I send to the desk and ask to have stated. 

The Presipine OFFicer. The amendment offered by the Senator from Min- 
nesota to the committee amendment as amended will be stated. 

The L&GIsLATIVE CLERK. In the committee amendment, as amended, on page 
18, in line 21, after the figure “$208,353,450”, it is proposed to add the follow- 
ing: “which shall include and provide for the construction of transmission 
lines in the Bureau of Reclamation régions 6 and 7 including western Minne 
sota, and.” 

The Presmpine OFrricer. The question is on agreeing to the amendment pro- 
posed by the Senator from Minnesota [Mr. Humphrey] to insert in the com- 
mittee amendment on page 18, line 21, after the figures “$208,535,450”, the follow- 
ing: “which shall include and provide for construction of transmission lines in 
the Bureau of Reclamation Regions 6 and 7 including western Minnesota, and.” 

Mr. HumpHrey. Mr. President, I ask for the yeas and nays. 

The yeas and nays were ordered. 

The Presipine OrFicer. The clerk will call the roll. 

Mr. JouHnson of Texas. I announce that the Senator from New Mexico [Mr 
Anderson], the Senator from Connecticut [Mr. Benton], the Senator from 
Kentucky [Mr. Clements], the Senator from Colorado [Mr. Johnson], the Sena 
tor from New York [Mr. Lehman], and the Senator from South Carolina [Mr. 
Maybank] are absent on official business. 

The Senator from Texas [Mr. Connally] is absent by leave of the Senate. 

The Senator from Iowa [Mr. Gillette], the Senator from Rhode Island [Mr. 
Green], the Senator from Connecticut [Mr. McMahon], and the Senator from 
Alabama [Mr. Sparkman] are absent by leave of the Senate on official business 
of the Committee on Foreign Relations. 

The Senator from Nevada [Mr. McCarran] is absent by leave of the Senate 
on official committee business, 

The Senator from Montana [Mr. Murray] is absent by leave of the Senate on 
official business, having been appointed a representative of our Government to 
attend the International Labor Conference being held in Geneva, Switzerland. 

The Senator from Florida [Mr. Smathers] is absent because of illness. 

The Senator from North Carolina [Mr. Smith] is absent on official committee 
business. 

+ I announce that on this vote the Senator from Connecticut [Mr. McMahon] 
has a general pair with the Senator from Maine [Mr. Brewster]. 

I announce further that if present and voting, the Senator from South Caro- 
lina [Mr. Maybank] would vote “nay.” 

Mr. SALTONSTALL, I announce that the Senator from Maine [Mr. Brewster], 
who is absent by leave of the Senate on official business of the Committee on 
Foreign Relations has a general pair on this vote with the Senator from Con- 
necticut [Mr. McMahon]. 

The Senator from Vermont [Mr. Flanders] is necessarily absent and if present 
would vote “nay.” 

The result was announced—yeas 15, nays 55, as follows: 


[Vote No. 98] 


YEAS—15 
*Douglas *Kefauver *McFarland 
*Hill *Kerr *Monroney 
*Humphrey *Kilgore * Moody 
*Hunt *Long Morse 
*Johnson, Texas *Magnuson *Neely 
NAYS—55 
Aiken Case *Fulbright 
Bennett *Chavez ae 
Bricker Cordon *Hayden 
Bridges Dirksen Hendrickson 
Butler, Maryland Dworshak *Hennings 
Butler, Nebraska *Eastland *Hoey 
*Byrd Ecton *Holland 
Cain *Ellender Ives 


Capehart 
Carlson 


Ferguson 
*Frear 


* Johnston, South Carolina 
Kem 
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Knowland *O’Conor Taft 
Langer *O'’ Mahoney Thye 
Lodge *Pastore *Underwood 
McCarthy *Robertson Watkins 
*McClellan *Russell Wherry 
*McKellar Saltonstall Williams 
Millikin Schoeppel Young 
Mundt Smith, Maine 
Nixon *Stennis 
NOT VOTING—26 
* Anderson Hickenlooper *Murray 
*Benton Jenner *Smathers 
Brewster * Johnson, Colorado Smith, New Jersey 
*Clements *Lehman *Smith, North Carolina 
*Connally Malone *Sparkman 
Duff Martin Tobey 
Flanders *Maybank Welker 
*Gillette *McCarran Wiley 
*Green *McMahon 


*Democrats ; Republicans unmarked. 


So Mr. Humphrey’s amendment to the committee amendment was rejected. 











| Republicans | Democrats 
(46) (50) 
Analysis of vote | 
Yeas (15). aia , adididimcenaneaaie phecnsennmneennannel 1 i 
Nays (55) — iii ncadhindiaibshiiak tienes > 34 21 
Not voting (26)... 4 , maacsalahialindidh fidhineniisnsntieinstiaa eiata ia ll | 15 
Positions of Senators not voting | 
Paired—general 4 11 4} 
Not paired—position ‘‘nay”’ 23 ‘1 
87 | $13 





Not paired—no position 





1 Brewster. 

? Flanders, Smith (N. J.), Tobey. 

3 Duff, Hickenlooper, Jenner, Malone, Martin, Welker, Wiley. 

* McMahon. 

§ Maybank. 

* Anderson, Benton, Clements, Connally, Gillette, Green, Johnson (Colo.), Lehman, McCarran, Murray 
Smathers, Smith (N. C.), Sparkman. 

+ The Senator from Indiana [Mr. Jenner] is absent on official business of the 
Committee on the Judiciary. 

The Senator from Iowa [Mr. Hickenlooper], the Senator from New Jersey 
{[Mr. Smith], and the Senator from Wisconsin [Mr. Wiley] are absent by leave 
of the Senate on official business of the Committee on Foreign Relations. If 
present and voting, the Senator from New Jersey [Mr. Smith] would vote “nay.” 

The Senator from Pennsylvania [Mr. Martin] is absent by leave of the Senate. 

The Senator from Nevada [Mr. Malone] is absent on official business. 

The Senator from New Hampshire [Mr. Tobey] is absent on official business 
of the Committe on Crime Investigation, and if present he would vote “nay.” 

The Senator from Pennsylvania [Mr. Duff] and the Senator from Idaho [Mr. 
Welker] are detained on official business. 


Senator Kem. Now the Bureau of the Budget here had not requested 
funds for these lines. The House—you have been referring to the 
wisdom of the House in these matters—had refused to include them 
in its bill. In addition, the Senate Appropriations Committee turned 
them down. 

Now, I voted to carry out the policy that had been established by 
the Bureau of the Budget, by the House, and by the Senate Appropri- 
ations Committee, and yet you were unkind enough to set this out as 
a significant vote on the question of whether I have been favorable 
to the REA movement. 





t Permanent Record correction. 
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Secretary Brannan. Well, now, Senator Kem, that we have 

ached the end of the REA ones, let me just remind you again that 
as far as I am able to discern, these are all of the record votes on 
REA, on matters relating to REA, over a period of 6 years, and that 
on all of them from the standpoint of what the farm people who ex- 
pressed their opinions, you were negative. 

Now I again go back to the use of the word “pattern” and whereas 
you bring in the names of other Senators, I haven’t examined all of 
the records of all of the others, but it is very obvious to me that cer- 
tainly on none that you have made special reference here to today 
have been unanimously negative on these matters, by a long ways. 

You have been negative on all of them, and I say that that creates 
a pattern of conduct which a reasonable person would be entitled to 
say was against what farmers needed, and I would like to just point 
out one other thing. 

As I read the debates, I never have been aware that you proposed 
any device for making it reasonably possible for the farmers to get 
low-cost or reasonable-cost power in lieu of the REA methods or the 
methods hereby proposed, and on that premise I just think that my 
conclusion that you voted against what farmers need in this area is 
at at least a reasonably well-founded conclusion. 

Senator Taye. Mr. Chairman. 

The Cuarrman. Senator Thye. 

Senator Ture. This last one, No. 31, relates to those transmission 
lines from Garrison Dam in North Dakota down, and the transmis- 
sion lines from Randall Dam in South Dakota. Those dams are 
under construction, and I do not believe that there will be any cur- 
rent generated at those installations, not in this calendar year nor 
in the next calendar year. I think, Mr. Secretary, you should know 
that. Isn’t that true? 

Secretary Brannan. I am not sure of the timetable on the con- 
struction at all. 

Senator Ture. Well, it would hardly be advisable to construct a 
transmission line 2 or 3 years in advance of when the current would 
be available to energize the lines, would it? 

Secretary Brannan. Nor do I understand that the proposal here 
was to construct it at any unreasonable time in advance of the time 
when it would be needed. 

I don’t know why any group would want to put their money into 
the enterprise and let it just draw interest when it couldn’t earn any- 
thing, and I don’t think they had any such idea. 

Senator Tuyr. And would it not be reasonable then to believe 
that the Budget Bureau recognized it in the same light and didn’t 
make the recommendation? 

Secretary Brannan. Very reasonable. 

Senator Tuye. And would not it be reasonable to assume that the 
Appropriations Committee had heard all the arguments, that they 
did not recommend it. If an amendment is offered on the floor and if 
the Budget Bureau had not seen fit to recommend it, and the committee 
had not seen fit to recommend it, and the Senators are found to cast 
a negative vote, are you going to list those Senators as enemies of 
the farmer? 
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Secretary Brannan. Senator, do you remember how you voted 
on it? 

Senator Ture. Yes, indeed; and I spoke against the amendment 
citing the fact that the transmission lines would not be needed until 
1953 or 1954, and I called the atténtion of the Senate to the fact that 
the Budget Bureau had not made a recommendation. 

The Cuarrman. That was one of the main reasons, Senator wasn’t 
it, because it was unbudgeted ? 

Senator Ture. Certainly. I likewise advised the Senate that the 
committee had not acted. I stated that all the interested partiesc in 
that area should get together, sit down and to formulate a plan, and 
then come back to Congress, and we would be most happy to hear 
them. I want to report to you, Mr. Secretary, in order that we may 
know just how unreasonable that charge was in this No. 31, that last 
December the officials of three private utility companies in Minne- 
sota and 20 REA associations in Minnesota met with the Reclama- 
tion Bureau and the REA here in Washington, and they formulated 
a plan. Representatives of that entire group have appeared before 
committees and have made their recommendations jointly to com- 
mittees asking for an appropriation for these transmission lines. 

Now then, the negative vote which appeared on the amendment 
offered on the Senate floor was not against the best interest or the 
welfare of the farmer. 

It was the legislative question before us that was not a sound legis- 
lative question, and when we voted in the negative vote, and the Sec- 
retary, who is one of the Cabinet officers, sees fit to put in a public 
document that a negative vote on that question was against the farmer, 
it is not exactly becoming to the Secretary of Agriculture. 

Secretary Brannan. All right, Senator Thye, again I call your 
attention to the fact that I recited or made reference to all of the known 
record vote on a matter related to REA and say that there is some sig- 
nificance in the fact that one man voted negative on every one of the 
known record votes. I still maintain that. 

Some of them are justifiable. I have said continuously that the right 
of people to disagree about them is well recognized and that many 
of these votes turned on a question of one or two one way or the other. 
Some of them were wider. 

Now it isn’t any more unreasonable for me to cite this than for you 
to say by implication that the people who voted for this, as small a 
group as they may be, were unreasonable. Why were the Senators 
who voted for this unreasonable? I don’t think you can say that 
at all. 

They have a right to express their opinion and they expressed it, 
and they have been driving at just what took place and indicating 
that if just what took place didn’t take place, that they would be back 
here fighting for the proper authority. 

Senator Kem. You are singing a different tune now than you did in 
your letter, Mr. Secretary. In your letter you list these as: 

The significant votes come in the form of voting on programs which would 
provide electricity for new or even old REA lines. The enemies of REA have 
found this the best way to operate. They throttle down the supply of electricity 
by denying it to cooperatives organized under the Rural Electrification Act or 
kill projects which are needed for generating the electricity and transmitting it 
to rural areas. 
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Secretary Brannan. In that list of votes there are those cases. 

Senator Kem. Well, now, Mr. Chairman, you have been very patient 
and the committee has been very patient, and I want to make a short 
statement, by way of conclusion, so far as I am concerned. 

I want to say that every citizen ofves a duty to support his Govern- 
ment in every measure for the common good. It is not a pleasant 
task to criticize those in positions of governmental authority. It is 
much easier to bend the lane to those in high places and to join in 
the reverberating chorus of “Me, too.” But the successful working of 
free grovernment requires that the policies of those in control be sub- 
jected to constant, unremitting, searching examination. At no time 
in the life of anyone now living has this been more true than at this 
very hour. 

It is well known that any Senator or Representative who undertakes 
to expose or to seek to have uncovered unwholesome conditions exist- 
ing in the Government under the present administration subject him- 
self to personal attack by those who have permitted such corruption 
to exist. I introduced the resolution for the investigation in this case 
with a full knowledge of this fact. 

The Senator from Arkansas, Mr. Fulbright, found this out very 
well when he began to delve into the affairs of the RFC and uncover 
RFC loans wrapped up in a royal pastel mink coat. His charges were 
denounced as “asinine.” The House Un-American Committee, when 
they began to uncover the Hiss case, encountered similar tactics. 

The experience of this committee with the present investigations is 
an excellent example of the smear technique in operation. During 
the proceedings the Senator from Vermont, Mr. Aiken, and the senior 
Senator from Missouri were personally attacked by Secretary Bran- 
nan in a public statement. Senator Williams, of Delaware, who had 
urged the investigation, was denounced as “Enemy No.1 of the farmer.” 
Members of the committee staff in the discharge of their duties in- 
curred the displeasure of the Secretary. He denounced them as 
“musclemen” and referred to their “mental browbeating” of employees 
of his Department, charges that have subsequently been proven in the 
record to be without foundation in fact. 

The record in this investigation proves adequately and completely 
the ridiculous character of the charges made against me by Secretary 
Brannan. The record speaks for itself. Mr. Brannan has not pro- 
duced and cannot produce a shred of evidence that shows that I have 
ever opposed a sound, workable farm program run by the farmers in 
the interest of farmers. The positions I have taken on most—although 
not all—of my votes relating to farm legislation, which Mr. Brannan 
has said are against what the farmer needs, have been in complete 
accord with the leading farm organizations of America. Let me quote 
from a letter from the Missouri Farm Bureau Federation of: June 9, 
1952. The letter is signed by H. E. Slusher, president of the Mis 
souri Farm Bureau Federation: 

I certainly admire your courageous efforts to do those things in the Congress 
which are helping to bring before the people the real issues confronting the 
American people today. I do appreciate your support of those things which we 
consider to be very fundamental at this time. 
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Let me quote what the Missouri Farm Bureau Federation thinks of 
the present Secretary of Agriculture. I quote from an editorial in 
the September 26, 1951, edition of the Missouri Farm Bureau News: 

Secretary Brannan has slanted the policies of a number of agencies of the 
United States Department of Agriculture until now, for the first time in its 
history, it is failing in its responsibility to the farm people and to Congress. The 
Secretary of Agriculture is supposed to be a friend of agriculture, instead he is 
creating ill will between the city and town consumers and the farmer producers, 

What I have done in this case, Mr. Chairman, has been in the per- 
formance of what I regarded as a duty. My own ideas or my own 
fortunes are not important. What is important is to establish the 
principle that Members of Congress can proceed in the discharge of 
their duties in good faith without being subjected to personal, scurril- 
ous, and unfounded attacks by members of the executive branch of 
the Government in an effort to throw up a smoke screen to cover up 
their own shortcomings. 

Secretary Brannan. Mr. Chairman, I only have just one or two 
remarks. I think, Senator, that the record ought to show, now that 
you have quoted the American Farm Bureau Federation in Missouri, 
that only last year the largest farm organization in the State of Mis- 
souri, the Missouri Farmers Association, very kindly awarded me a 
plaque for outstanding service. 

That plaque was awarded at their State convention and the recita- 
tions which went with it wouldn’t precisely coincide with what Mr. 
Slusher had to say to you about me in his letter. So that it isn’t alla 
one-sided thing in the State of Missouri, by a long ways, and there is 
another farm organization in Missouri beside Mr. Slusher’s outfit. 

I noticed that all throughout the record here you made no reference 
to their existence at all. 

I just want to say this, Mr. Chairman, that I expressed my views 
about Senator Kem’s voting record which he by implication certainly 
asked me to do when he attacked me personally as Secretary of Agri- 
culture, and my capabilities, and I am very much of the opinion which 
I entertained at that time. 

To put it in sort of a simple way, I think expecting the American 
farmers, to depend on your record, on your votes, Senator Kem, to 
build a farm program is like asking them to depend on a punchboard 
for a living. Every once in a while if they are lucky they get a little 
box of chocolates, and I still have that feeling about the total situation. 

Iam, Mr. Chairman, sorry that this cen Jam occupied so much time 


of the committee, and I am very happy to rest on the record as it has 
been made here. 

The Cuarrman. Any further questions? 

The committee stands in. recess until next Wednesday at. 10 o’clock. 
I declare these hearings closed. } 

(Whereupon, at 12:20 p. m., the hearings in the above-entitled 
matter were concluded.) 


x 





